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FORTIS

Solid partners, flexible solutions

Fortfinlux S.A.

(incorporated with limited liability under
the laws of Luxembourg)

Fortis N.V. Fortis SA/NV

(incorporated with limited liability under (incorporated with limited liability under
the laws of The Netherlands) the laws of Belgium)
€1,250,000,000

Undated Floating Rate Equity-linked Subordinated Hybrid (“FRESH"’) Capital Securities
(par value of €250,000 each)

ISSUE PRICE 100%

*
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Floating Hybrid

CAPITAL

The undated Floating Rate Equity-linked Subordinated Hybrid (“FRESH’’) Capital Securities (the ""FRESH Capital
Securities'’) will be duly authorized and issued securities of Fortfinlux S.A. (“Luxco’), who, with Fortis N.V. and Fortis
SA/NV (together the ""Parent Companies’), shall be the "“Co-obligors”. The FRESH Capital Securities shall be issued in
registered form and shall constitute direct, secured and subordinated obligations of the Co-obligors and shall have
no maturity date.

Coupons on the FRESH Capital Securities will be payable quarterly in arrears on February 7, May 7, August 7 and
November 7 of each year, commencing on August 7, 2002, at a variable rate per annum on their outstanding
principal amount equal to 1.35% above the three-month EURIBOR, calculated on an actual/actual basis.

At any time from 40 days after the date of issuance the FRESH Capital Securities may be exchanged at the option of
the holder for units to be issued by Fortis N.V. and Fortis SA/NV, each unit comprised of one ordinary share in the
capital of Fortis N.V. twinned with one ordinary share in the capital of Fortis SA/NV, or any successor ordinary share
capital issued by either (“Fortis Shares’’). The FRESH Capital Securities shall be exchangeable at an exchange ratio of
7,936.5079 Fortis Shares per €250,000 principal amount of FRESH Capital Securities, subject to adjustment on the
occurrence of certain events. In addition, all outstanding FRESH Capital Securities shall be automatically exchanged
for Fortis Shares, if, at any time after the seventh anniversary of the issue date the Volume Weighted Average Price
of the Fortis Shares for 20 consecutive Stock Exchange Business Days equals or exceeds the Automatic Exchange
Price Level.

(Continued on inside front cover)

Investing in the FRESH Capital Securities involves certain risks. See “Investment Considerations’ beginning on
page 24.

The FRESH Capital Securities and the Fortis Shares or other securities deliverable upon exchange of the FRESH
Capital Securities or pursuant to the Alternative Coupon Satisfaction Method (as defined in the Terms and
Conditions of the FRESH Capital Securities) have not been and will not be registered under the U.S. Securities Act
of 1933, as amended (the “Securities Act"), or under any state securities laws and may not be offered or sold in
the United States or to, or for the account or benefit of, U.S. Persons, unless registered under the Securities Act or
an exemption from the requirements of the Securities Act is available. The FRESH Capital Securities are being
offered and sold in the United States only as described herein to qualified institutional buyers (as defined in

Rule 144A under the Securities Act) in reliance on the exemption from the registration requirements of the
Securities Act provided by Rule 144A. The FRESH Capital Securities will be offered and sold to certain investors
outside the United States in reliance on Regulation S under the Securities Act. The Fortis Shares to be delivered
upon exchange of the FRESH Capital Securities may not be offered or sold in the United States or to, or for the
account or benefit of, U.S. Persons, except pursuant to an exemption from, or in a transaction not subject to, the
registration requirements of the Securities Act. Prospective buyers are hereby notified that sellers of the FRESH
Capital Securities or the Fortis Shares to be delivered upon exchange of the FRESH Capital Securities or pursuant to
the Alternative Coupon Satisfaction Method (as defined in the Terms and Conditions of the FRESH Capital
Securities) may be relying on an exemption from the registration provisions of Section 5 of the Securities Act
provided by Rule 144A thereof, if available.

JPMorgan Fortis Bank
Joint Global Co-ordinator, Joint Global Co-ordinator and
Sole Bookrunner and Joint Lead Manager
Joint Lead Manager

May 2, 2002

*FRESH Capital Securities were jointly developed by Fortis and JPMorgan. “FRESH Capital” is a service mark of J.P. Morgan Chase & Co.



(Continued from front cover)

The sole recourse of the holders of FRESH Capital Securities against any of the Co-obligors with
respect to the principal amount of the FRESH Capital Securities shall be to 39,682,540 Fortis Shares
that are pledged by Luxco in favor of such holders as further described in this offering
memorandum. These Fortis Shares are referred to as the Underlying Shares and are also the only
Fortis Shares available to secure the exchange rights under the FRESH Capital Securities.

Fortis Shares have a dual primary listing on Euronext Amsterdam N.V. (’Euronext Amsterdam’’) and
on Euronext Brussels SA/NV ("Euronext Brussels'). The Fortis Shares are also listed on the
Luxembourg Stock Exchange and Fortis has a sponsored over-the-counter ADR program in the
United States.

In the event that dividends are not to be paid on the Fortis Shares, or that the dividends to be
declared on the Fortis Shares are below a certain threshold in any fiscal year, and in certain other
circumstances, payments on Coupons will be made only in accordance with the Alternative Coupon
Satisfaction Method, as further described in this offering memorandum. If investors are not able to
hold the Fortis Shares deliverable upon exchange or pursuant to the Alternative Coupon Satisfaction
Method, such Fortis Shares will be sold on the investors’ behalf in the market and such holder will
receive a pro rata portion of the net proceeds from such sale.

The FRESH Capital Securities are not redeemable at the option of the Co-obligors at any time, and
neither any of the Co-obligors nor any of their respective subsidiaries may acquire any of the FRESH
Capital Securities, other than in connection with dealing in securities in the ordinary course of
business.

All payment obligations of each of the Co-obligors under the FRESH Capital Securities will be deeply
subordinated obligations ranking behind the claims of holders of all other liabilities of such
Co-obligor, except any indebtedness or obligation that, expressly or by applicable law, is pari passu
with or subordinated to the FRESH Capital Securities, and except any ordinary shares of Luxco and
the Fortis Shares.

Application has been made to list the FRESH Capital Securities on the Luxembourg Stock Exchange.

The Joint Lead Managers (as defined herein) will purchase all of the FRESH Capital Securities offered
hereby, if they purchase any of them.

The Joint Lead Managers expect the FRESH Capital Securities will be delivered on or about May 7,
2002.




Each of Luxco, Fortis N.V. and Fortis SA/NV, having made all reasonable inquiries, confirms that this
offering memorandum contains all information with regard to each of them and the FRESH Capital
Securities, which is material in the context of the issue and offering of the FRESH Capital Securities,
that the information contained in this document is true and accurate in all material respects and is
not misleading, that the opinions and intentions expressed herein are honestly held and that there
are no other facts, the omission of which would make this document or any of such information or
the expression of any such opinions or intentions materially misleading. Each of Luxco, Fortis N.V.
and Fortis SA/NV accepts responsibility for the information contained in this document.

In making an investment decision, investors must rely on their own examination of each of Luxco,
Fortis N.V. and Fortis SA/NV and the terms of the offering, including the merits and risks involved.
This offering is being made on the basis of this offering memorandum and any decision to purchase
the FRESH Capital Securities in this offering must be based on the information contained herein. No
representation is made to any offeree or purchaser of the FRESH Capital Securities regarding the
legality of an investment therein by such offeree or purchaser under any applicable investment or
similar laws or regulations. The contents of this offering memorandum are not legal, business or tax
advice. Each prospective investor should consult his or her advisors as to legal, business and tax
advice.

Each of J.P. Morgan Securities Ltd. and Fortis Bank (together the “Joint Lead Managers'’) reserve the
right to reject any offer to purchase, in whole or in part, for any reason, or to sell less than the full
amount of the FRESH Capital Securities offered hereby.

This offering memorandum has been prepared solely for use in connection with the placement of
the FRESH Capital Securities and for the listing of the FRESH Capital Securities on the Luxembourg
Stock Exchange. This offering memorandum is not an offer to sell or a solicitation of an offer to buy
any of the FRESH Capital Securities to any person in any jurisdiction where it is unlawful to make
such an offer or solicitation.

No person has been authorized to give any information or to make any representations other than
those contained in this offering memorandum and, if given or made, such information or
representations must not be relied upon as having been authorized. This offering memorandum is
not an offer to sell or a solicitation of any offer to buy any securities other than the FRESH Capital
Securities. Neither the delivery of this offering memorandum nor any sale hereunder shall create,
under any circumstances, any implication that there has been no change in the affairs of Luxco,
Fortis N.V., Fortis SA/NV or the Fortis Group (as defined herein) since the date hereof or that the
information contained herein is correct as of any time after its date.

In connection with this offering, J.P. Morgan Securities Ltd., on behalf of the Joint Lead Managers,
may, in accordance with applicable law, over-allot or engage in transactions which stabilize or
maintain the market price of the FRESH Capital Securities or the Fortis Shares at levels which might
not otherwise prevail. Such stabilizing, if commenced, may be discontinued at any time.

The distribution of this offering memorandum and the offering and sale of the FRESH Capital
Securities in certain jurisdictions may be restricted by law. For information on such restrictions
investors should turn to the section entitled ““Subscription and Sale—Selling Restrictions’ on
page 226 and “Transfer Restrictions”” on page 230.

Additional information relating to the listing of the FRESH Capital Securities on the Luxembourg
Stock Exchange is set out under "“General Listing Information’ on page 236.
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Investor Notices

FRESH Capital Securities sold in offshore transactions in reliance on Regulation S (the “Unrestricted
Securities” which expression shall include the Unrestricted Global Certificate) and FRESH Capital
Securities sold to investors in the United States in reliance on Rule 144A (the "'Restricted Securities"
which expression shall include the Restricted Global Certificate) will be represented by Global
Certificates in fully registered form. The Unrestricted Global Certificate and the Restricted Global
Certificate are referred to in this offering memorandum as “Global Certificates”. Each Global
Certificate will be registered in the name of and held by a common depositary on behalf of
Euroclear Bank S.A/N.V. (“Euroclear”) and Clearstream Luxembourg Banking société anonyme,
Luxembourg (“’Clearstream Luxembourg”). It is expected that delivery of the Global Certificates will
be made on or about May 7, 2002. Interests of participants in Euroclear and Clearstream
Luxembourg will be represented by book entries in the records of Euroclear or Clearstream
Luxembourg, as the case may be. The Restricted Securities will be subject to restrictions on transfer
and the Restricted Global Certificate with respect to such FRESH Capital Securities will bear a legend
unless the Co-obligors determine otherwise in accordance with applicable law. See ““General Listing
Information—Global Clearance and Settlement Procedures’” and “Transfer Restrictions”.

Presentation of Financial Information
Consolidated Financial Statements

Fortis has opted for consortium accounting through which the financial statements of Fortis SA/NV
and Fortis N.V. are consolidated. The consolidated financial statements are prepared in accordance
with the applicable legal and regulatory requirements in Belgium, hereinafter referred to as “GAAP
in accordance with Belgian Law". Fortis has, as described in the footnotes and description of the
accounting principles included in its consolidated financial statements, both in terms of presentation
and content, utilized a number of options applicable in the law for consortium by taking into
account art. 11782 of the Belgian Code of Companies, in order to reflect in a most reliable manner
in its financial statements the bank and insurance activities.

Fortis SA/NV Financial Statements

Fortis SA/NV prepares financial statements which reflect its share in Fortis. In these financial
statements, Fortis SA/NV accounts for its share in Fortis on a cost basis. Fortis SA/NV's financial
statements are prepared in accordance with generally accepted accounting principles in Belgium
(“"Belgian GAAP"). The consolidated financial statements are an important part of Fortis SA/NV’s
financial statements.

Fortis N.V. Financial Statements

Fortis N.V. prepares financial statements which reflect its share in Fortis. In these financial
statements, Fortis N.V. accounts for its share in Fortis on an equity basis. Fortis N.V.’s financial
statements are prepared in accordance with generally accepted accounting principles in The
Netherlands, (“'Dutch GAAP"). The consolidated financial statements are an important part of Fortis
N.V.’s financial statements.

Some figures in this offering memorandum may not sum due to rounding. Some percentages in this
offering memorandum have been calculated using rounded figures.

Some financial information in this offering memorandum is presented on a geographic basis. Unless
otherwise stated, we have prepared information in respect of 2001, 2000 and 1999 based on the
locus of such activity.
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Summary

This summary highlights information contained elsewhere in this offering memorandum. This
summary is not complete and does not contain all of the information that may be important to you.
You should read the entire offering memorandum, including all of the financial statements and
related notes, before making an investment decision. Unless otherwise stated, all share data have
been adjusted to give effect to all stock splits. A glossary of selected insurance and banking terms
used in this summary and elsewhere in this offering memorandum can be found at the end of this
offering memorandum under "“Glossary”.

Issuer and Co-obligor
Luxco

Fortfinlux S.A., (“Luxco”) is a company with limited liability (société anonyme) under Luxembourg
law established in Luxembourg and registered with the Register of Commerce and Companies kept
at the District Court of Luxembourg under number Luxembourg B-86976. The registered office of
the company is located at Rue Aldringen 14, L-1118 Luxembourg.

Luxco is part of the Fortis Group.

Co-obligors
Fortis N.V.

Fortis N.V. is a public company with limited liability (naamloze vennootschap) incorporated under
Dutch law. Fortis N.V. was incorporated on April 19, 1984. Fortis N.V. has its corporate seat in
Utrecht, The Netherlands, with its head office at Archimedeslaan 6, 3584 BA Utrecht, The
Netherlands, and is registered with the Trade Register at the Chamber of Commerce of Utrecht
under number 30072145.

Fortis SA/NV

Fortis SA/NV is a public company with limited liability (société anonyme/naamloze vennootschap)
incorporated under Belgian law. Fortis SA/NV was incorporated on November 16, 1993 and has its
registered office at Rue Royale/Koningsstraat 20, 1000 Brussels, Belgium. Fortis SA/NV is registered
with the Brussels Trade Register under number 577615.

Fortis Group

Fortis was created in 1990 when AG Group (the predecessor of Fortis SA/NV), a large Belgian insurer
and AMEV/VSB (the predecessor of Fortis N.V.), a large Dutch insurer, merged their respective
operations. The parent companies remained separate legal entities. Since the merger, the operating
businesses of Fortis have been managed together. Fortis is not a legal entity but collectively refers
to Fortis SA/NV and Fortis N.V. and the group of companies owned and/or controlled by Fortis
SA/NV and Fortis N.V. In this offering memorandum “’Fortis Group’’ and “’Fortis” refer to Fortis
SA/NV, Fortis N.V. and such companies.

The Fortis Share that was created after a unification process which was completed in December
2001, represents the twinned shares of Fortis SA/NV and Fortis N.V. Through the Fortis Share, Fortis
has a primary listing on both the Primary Market of Euronext Brussels and the Official Segment of
the stock market of Euronext Amsterdam. Fortis also has a secondary listing on the Luxembourg
Stock Exchange and a sponsored over-the-counter ADR program in the United States.

As part of the unification process, Fortis implemented a number of mergers and other legal steps
which resulted in the following legal structure. The operating companies of the Fortis Group are
owned by Fortis Bank SA/NV (principally banking and asset management) and Fortis Insurance N.V.
(principally insurance).




The diagram below summarizes the legal structure of Fortis as of December 31, 2001.

Fortis Shareholders

A \ 4
Fortis SA/NV Fortis N.V.
50% 50%
50% 50%
\ 4 \ 4
Fortis Brussels SA/NV Fortis Utrecht N.V.
75%(3)
\
25%(3)
Fortis Bank SA/NV(" » Fortis Insurance N.V.
AMEV Stad
Fortis Bank Fortis Banque Rotterdam Fortis
Nederland Investment FB Insurance Générale du Verzekerings- Fortis AG International Fortis, Inc.
(Holding)(z) Management Luxembourg groep
(ASR)

(1) Fortis Bank SA/NV is the successor to the merger of Generale Bank and ASLK-CGER Bank.
(2) Fortis Bank Nederland (Holding) is the successor to the merger of VSB Bank, Generale Bank Nederland and MeesPierson.

(3) Fortis Bank SA/NV holds preference shares in Fortis Insurance N.V. Fortis Utrecht N.V. holds 100% of the ordinary shares in Fortis
Insurance N.V. The percentage interests included in the table represent voting interest.

All holders of a Fortis Share are shareholders of both Fortis SA/NV and Fortis N.V. As such, they have
the right to cast one vote for each Fortis Share held at the meetings of shareholders of both
companies. All holders of the Fortis Share have the right to choose whether they receive a Fortis
SA/NV or a Fortis N.V. dividend.

Overview

Fortis is an international financial services provider active in the fields of insurance, banking and
asset management. Fortis has strong roots in the Benelux countries (Belgium, The Netherlands and
Luxembourg) and has particular strength in delivering insurance products through its banking
distribution network of bancassurance. Outside its home market, Fortis concentrates on selected
market segments in Europe, the United States and Asia. In the United States, Fortis has operations
through Fortis, Inc., primarily in specialty insurance.

The Fortis Group:

* ranks as one of the two largest providers of integrated financial services in the Benelux
countries;

e caters to approximately seven million customers through an extensive branch network
worldwide and 8,500 insurance brokers; and

* believes Fortis is ranked number one in private banking and number two in asset
management in the Benelux based on assets under management as of December 31, 2001.

In addition, Fortis was Europe’s 18th largest financial institution in terms of market capitalization as
of December 31, 2001 and Europe’s 18th largest bank in terms of assets as of December 31, 2000.
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Fortis Operating Structure

Businesses are organized within two distinct pools of activity: one for insurance and the other for
banking and asset management. These groupings reflect in part the use of two primary channels for
distributing Fortis’ products, intermediaries (brokers and agents), and proprietary distribution
networks (bank branches).

Insurance

Fortis’ insurance activities worldwide (other than bancassurance, which will remain under the
banking group), have been aggregated to form the building blocks of a single, Netherlands-based,
insurance group, headed by Fortis Insurance N.V.

* Insurance Belgium and International: this insurance business serves independent insurance
intermediaries in Belgium and insurance intermediaries/bancassurance internationally (other
than Belgium, The Netherlands and the United States).

e Insurance Netherlands: this insurance business serves independent insurance
intermediaries in The Netherlands.

e Insurance United States: this insurance business serves insurance customers in the United
States.
Banking and Asset Management

Substantially all of Fortis’ banking and asset management activities have been integrated into Fortis
Bank since June 30, 2000.

* Network Banking: this banking business serves retail customers including individuals,
professionals and small enterprises, as well as medium-size and large enterprises. As an
integrated bancassurer FB Insurance forms part of the business line Network Banking
although for financial reporting purposes FB Insurance’s results are included in the insurance
segment.

* Merchant Banking: this banking business serves institutional and professional customers as
well as large enterprises.

e Private Banking and Asset Management: this banking business serves individuals,
institutional investors and institutions, as well as the insurance and banking arms of Fortis.

Fortis Bank is also the brand name for substantially all of Fortis’ banking activities. The integration
of the banking activities is scheduled for completion in 2003.

Fortis believes that this structure ensures:
e the greatest management efficiency;
e the widest development of commercial opportunities;
e the most effective integration of businesses; and
e the optimal use of available skills and best practices within Fortis.

Fortis’ insurance operations contributed approximately 61% to consolidated net profit for 2001 and
its banking operations, which includes its asset management operations, contributed approximately
46% to its consolidated net profit for 2001. The general segment reduced net profit by
approximately 7%.

Insurance

Fortis offers a comprehensive range of life and non-life insurance products in Belgium and The
Netherlands.




Fortis’ group of Belgian insurance companies is the leading group of insurance companies in
Belgium based on 2000 gross premiums written, the most recent year for which such information is
available.

In The Netherlands, Fortis' group of Dutch insurance companies, which includes ASR
Verzekeringsgroep N.V. (“ASR"’) acquired at the end of 2000, is the second largest insurer based on
2001 gross premiums written based on Fortis' analysis of publicly available information.

Fortis also offers a range of life and non-life products in the United States through Fortis, Inc. with
an emphasis on pre-need, health and credit-related insurance and other specialty markets in which
Fortis believes it can achieve leading market shares. In addition, Fortis offers life and non-life
products in Luxembourg and a number of other countries around the world, including Spain, and
the United Kingdom. In Spain, Fortis offers a broad range of products and is the leading provider of
life insurance to individuals based on technical reserves as of December 31, 2001. Fortis’ product
offerings are more specialized in other countries.

In February 2001, Fortis announced a joint venture with Maybank’s life and non-life insurance
businesses in Malaysia to offer bancassurance products in Malaysia. In July 2001 Fortis sold its
operations in Australia. In December 2001 Fortis began a life business in China by taking a 24.9%
stake in Tai Ping Life. See ""— Recent Developments”.

Banking

Fortis offers a wide range of retail banking, corporate banking, private banking, investment banking
and asset management services in the Benelux countries (Belgium, The Netherlands and
Luxembourg). Outside the Benelux Fortis offers a more selective range of financial products.

In March 2000 Fortis began offering most of its banking services under the core brand name Fortis
Bank. This name was introduced in connection with the merger of certain of Fortis’ banks on
June 23, 1999. Fortis Bank consists principally of the following predecessor banks:

e Generale Bank, Belgium'’s largest bank in terms of total assets when acquired in 1998;

e ASLK-CGER Bank, Belgium'’s fifth largest bank in terms of total assets at December 31,
1998;

¢ VSB Bank N.V. (The Netherlands);
¢ Generale Bank Nederland N.V. (The Netherlands); and
¢ MeesPierson N.V. (The Netherlands).

In June 1999 Fortis merged ASLK-CGER Bank with Generale Bank to form Fortis Bank and VSB Bank
with Generale Bank Nederland to form Fortis Bank (Nederland). MeesPierson merged with Fortis
Bank (Nederland) in June 2000.

In Luxembourg, Fortis increased its stake in Banque Générale du Luxembourg (“BGL") from 53.0%
to 97.7% in 2000. Fortis completed the integration of Fortis Banque Luxembourg with BGL during
2001 and on November 26, 2001, the legal merger between both banks was completed.

Fortis also offers certain banking services in other European countries and in certain Asia/Pacific and
African countries.

Fortis’ third party asset management activities are now part of its private banking and asset
management business within the banking operations and was created through the integration of
Fortis' and Generale Bank’s asset management businesses, creating Fortis Investment Management
(Fortis IM). In addition, Fortis IM offers a wide range of asset management services to third parties
in the Benelux, the United States and Asia. Fortis believes its Benelux asset management operations
are number two in the Benelux countries based on assets under management at December 31, 2001.
See ""Recent Developments”.




Strategic Direction
Goals

Since Fortis' creation in 1990, it has built leadership positions in its home market of the Benelux, in
life and non-life insurance, retail banking and banking for small and medium-sized enterprises,
private banking, asset management and certain merchant banking activities.

Having completed the acquisition of ASR in December 2000, Fortis’ primary attention has shifted
from consolidating its position in its home markets through acquisitions to growing into a single,
strong, efficient customer-focused company, focusing on core businesses and developing solid
growth platforms in Europe, the United States and Asia.

Fortis’ goal is to become the preferred supplier of financial services in its chosen markets. To achieve
this, Fortis is now organised around specific customer focused "“Businesses’’. Each Business is given
substantial autonomy to develop its own strategy and growth.

Competitive Strengths

Fortis believes that there are certain characteristics that set it apart from its competitors in its core
Benelux markets and which contribute generally to its strength:

e Fortis has a clear strategy focused on the growing savings market in the Benelux. This
strategy is designed to reach its existing and expanding customer base by offering many
products, using multiple channels of distribution, with a particular emphasis on its strength
in bancassurance, where Fortis intends to leverage its success.

e Fortis’ market position in banking and insurance in the Benelux countries has provided it
with stable earnings and cash flow. This has enabled it to finance its strategy of
strengthening its home market position while expanding selectively internationally.

e Fortis has been able to increase or maintain its market share in the Benelux despite
intense competition. The acquisition of Generale Bank significantly enhanced its market
position in banking and asset management in the Benelux. It has also broadened its
distribution channels in its core Benelux markets and increased the scale of its operations
internationally, particularly in Europe and Asia. Fortis’ acquisition of ASR further
strengthened the group’s position in its core Benelux markets.

In addition to its strong position in its domestic markets, Fortis has followed a strategy of selective
expansion outside the Benelux, principally focused on credit-related insurance and a number of
other specific specialty insurance market segments in the United States. In other international
markets, Fortis’ main focus has been on insurance, while the MeesPierson and Generale Bank
acquisitions have contributed to expand the scope of Fortis’ international banking activities.

Strategic Objectives

Fortis’ stated strategic objectives consist of improving significantly its home market performance,
exploring European leadership opportunities and expanding the group’s presence in selected regions
around the world.

In order to implement its stated objectives, there are three basic principles underlying the strategic
direction of Fortis:

* reinforcing Fortis’ position in the Benelux by focusing on serving its customers and
reducing costs;

e using Fortis’ Benelux platform to expand in certain businesses in Europe; and

e diversifying Fortis’ business development through development in Asia and in the United
States.




Achieve Financial Targets

Fortis has pursued its stated strategic objectives within the overall context of providing sustainable
high value creation for its shareholders. In this regard, Fortis has stated minimum financial targets
relating to annual earnings growth and returns on equity.

Fortis" minimum financial targets include at least a 12% growth in net operating profit per share
and at least a 15% return on equity. The table below provides such data since 1997. However, Fortis
cannot provide assurances that it will be able annually to meet or exceed its minimum financial
targets.

Net Operating Profit

Beginning in 2000 Fortis showed net operating profit and based its growth targets on such net
operating profit per share. Net operating profit is net profit, including operating capital gains and
before the inclusion of non-operating items included in net profit such as non-operating capital
gains and certain releases of, or the establishment of, certain provisions. Fortis’ reported net profit
includes these non-operating items. Management believes that this presentation provides a better
indication of the overall operating trends in the Fortis business by focusing on results which exclude
on a consistent basis non-operating items. The following table shows net profit growth, net
operating profit growth per share and return on net equity since 1998.

Year Ended December 31,

2001 2000 1999 1998
Net profit growth ........... .. ... ... ... .. ... ... .... (6%) 19% 24% 46%“
Net operating profit growth per share™ ... ... ... ... . (9.8%) 13.5% — —
Return on net equity® ........ .. ... ... ... . .. .. .. ..., 17.9% 20.0%  18.7%  16.4%%

(1) Since Fortis only began publishing net operating profit figures in 2000, net operating profit growth per share for earlier periods is
not available.

(2) Return on net equity consists of combined net profit as a percentage of average net equity, on a basis of GAAP prepared in
accordance with Belgian law.

(3) Compared to pro forma 1997, which gives effect to a restructuring implemented in 1998 and the acquisition of Generale Bank.

(4) Growth versus pro forma 1997.

Set forth below is net operating profit and non-operating items for the years ended December 31,
2001, 2000 and 1999.

Year Ended December 31,

(€ millions) 2001 2000 1999
Net operating profit ...... ... ... .. ... ... . 2,267 2,356 1,963
Non-operating capital gains ......... ... ... .. . . . . 511 249 353
Release of millennium provisions .................. ... ...... ... ...... — 163 —
Reorganization reserves'™ . ... ... (211) — —
Change in tax rate Luxembourg ......... ... . ... .. .. ... ... 31 — —
Non-operating items after taxation ................. .. ... ... ... .... 331 412 353
Net profit .. ... 2,598 2,768 2,316

(1) These amounts relate to a personnel reduction plan. These reductions will be achieved through early-retirement plans.




Fortis Management Structure

The management structure of Fortis provides unity of management within Fortis and contributes to
transparency and management efficiency. This structure can be summarized as follows:

* one board, with the Boards of Directors of Fortis SA/NV and Fortis N.V. identically
composed of the same members with the Chief Executive Officer as the only board member
holding an executive position;

e one Chief Executive Officer (with the appointment of Anton van Rossum as of
September 1, 2000); and

e one Executive Committee, chaired by the Chief Executive Officer responsible for the day-to-day
operations of Fortis, with Executive Committee members responsible for the businesses of the
Fortis Group.

The diagram below outlines Fortis’ operating and management structure.
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(1) Members of the Board of Directors of Fortis are also directors of Fortis N.V. and Fortis SA/NV and the sub-holding companies,
Fortis Utrecht N.V. and Fortis Brussels SA/NV, through which Fortis operates its insurance and banking and asset management
businesses.

(2) Mr. van Rossum is a member of the Fortis Board of Directors and Chairman of the Executive Committee.

(3) Member of the Executive Committee.




Recent Developments

In line with its strategy to focus on consolidation of its position in its home market, developing solid
growth platforms in Europe, the United States and Asia, and divesting non-core activities, Fortis has
taken some steps forward in the first half of 2002.

In February 2002 Swiss Life (France) and Fortis announced that they had concluded an agreement on
the transfer by Fortis of the holding company Fortis France S.A. to Swiss Life. The main asset of
Fortis France S.A. is the life insurance company Fortis Assurances. The purchase price will be fully
paid in cash and will be determined on the basis of Fortis France’s accounts for 2001. The
transaction is expected to close in the second quarter of 2002.

On April 2, 2002 Fortis announced that it had concluded an agreement in principle to acquire
Intertrust Group, an international trust and corporate management organization. The acquisition
will be effected through a cash transaction, subject to customary closing conditions. The transaction
is expected to be finalized in the second quarter of 2002.

On April 12, 2002 Fortis and ING Lease signed an agreement with respect to the transfer of TOP
Lease, Fortis' operational car leasing operations in The Netherlands and Belgium. The purchase price
will be fully paid in cash. The transaction is expected to close in the second quarter of 2002, subject
to approval by the relevant authorities.




The Offering

The following overview highlights important provisions of the offering. This overview is not
complete and does not contain all of the information that may be important to you. You should
read the entire offering memorandum, including the financial statements and related notes
included herein and the indenture relating to the securities, before making an investment decision.

Co-obligors............

Trustee, Registrar,
Paying Agent,
Collateral Agent,
Transfer Agent, Interest
Rate Calculation Agent
and Exchange Agent. ..

Calculation Agent .. ...

Luxembourg Exchange

Issue Date

Coupons ..............

Fortfinlux S.A., a company incorporated with limited liability under the
laws of Luxembourg ("’Luxco’).

Fortis SA/NV, a listed public company with limited liability incorporated
under the laws of Belgium, having its registered office in Brussels
(“Fortis SA/NV") and Fortis N.V., a listed public company with limited
liability incorporated under the laws of The Netherlands, having its
corporate seat in Utrecht (“Fortis N.V.").

The Parent Companies and Luxco (together, the ‘“Co-obligors”) shall each
be parties to the Indenture governing the FRESH Capital Securities (the
"Indenture"’).

As separate, continuing, independent and absolute obligations, each
Co-obligor shall unconditionally and irrevocably agree, jointly and
severally, to make or cause to be made the due and punctual
performance of all of the obligations under the terms of the FRESH
Capital Securities and the Indenture.

JPMorgan Chase Bank

J.P. Morgan Securities Ltd.

Banque Générale du Luxembourg S.A.

Banque Générale du Luxembourg S.A.

Undated Floating Rate Equity-linked Subordinated Hybrid (“’FRESH"’)
Capital Securities in an aggregate principal amount of €1,250,000,000,
subject to increase (the “FRESH Capital Securities’).

May 7, 2002

Coupons on the FRESH Capital Securities shall be payable from the Issue
Date quarterly in arrears on February 7, May 7, August 7 and November 7
of each year (each such date is a “Coupon Date'’), commencing on
August 7, 2002, at a variable rate per annum on the outstanding principal
amount of the FRESH Capital Securities equal to 3-month EURIBOR (as
defined in the Terms and Conditions of the FRESH Capital Securities
below) plus 1.35%. If any Coupon Date is not a Business Day (as defined
in the Terms and Conditions of the FRESH Capital Securities below),
Coupons shall be payable on the next Business Day (without additional
interest payable in respect of such delay) unless such Business Day falls in
the next calendar month in which case it will be the preceding Business
Day (without any reduction in coupon amount in respect of such early
payment). Each successive period from and including a Coupon Date to,
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Subordination .........

Limited Recourse ... ...

Underlying Shares . . ...

Threshold Dividend

but excluding, the next Coupon Date is referred to as a ""Coupon Period"’;
provided that the first such period shall run from and including the Issue
Date to, but excluding, the first Coupon Date.

The indebtedness evidenced by the FRESH Capital Securities constitutes
direct, secured and subordinated obligations of the Co-obligors, jointly
and severally. The FRESH Capital Securities rank and at all times shall rank
(i) junior to any indebtedness or obligation, including any preference
shares, of the Co-obligors other than such indebtedness or obligation set
forth in clauses (ii) and (iii) below (such indebtedness and obligations,
together "’Senior and Subordinated Obligations"), (ii) pari passu and
without any preference among themselves and any other indebtedness or
obligation that, expressly or by applicable law, ranks pari passu with the
FRESH Capital Securities and (iii) senior to (A) any indebtedness or
obligation of the Co-obligors that, expressly or by applicable law, is
subordinated to the FRESH Capital Securities and (B) any ordinary shares
of Luxco and any Fortis Shares. Subject to the terms set forth below
under the heading “"Limited Recourse”, in the event of Bankruptcy
Proceedings applicable to all of the Co-obligors, the cash payment
obligations of the Co-obligors under the Indenture with respect to
Coupons shall rank behind the claims of holders of Senior and
Subordinated Obligations of the Co-obligors and before the claims of
holders of ordinary shares of Luxco and holders of Fortis Shares.

The sole recourse of the registered holders (the “"Holders’’) of FRESH
Capital Securities against any of the Co-obligors with respect to the
principal amount of the FRESH Capital Securities shall be the Underlying
Shares (or other securities that replace the Underlying Shares pursuant to
the Indenture) that are pledged by Luxco in favor of the Holders of
FRESH Capital Securities.

In the event of Bankruptcy Proceedings applicable to all of the
Co-obligors, the Holders' of FRESH Capital Securities sole right with
respect to the principal amount of the FRESH Capital Securities shall be
the right to exchange their FRESH Capital Securities pursuant to the
Optional Exchange for Underlying Shares, or to seek to institute
foreclosure proceedings under the Pledge Agreement with respect to such
Underlying Shares. Notwithstanding the foregoing, in the event of
Bankruptcy Proceedings applicable to all of the Co-obligors, the Holders
of FRESH Capital Securities shall continue to have claims for any past due
Coupons.

39,682,540 Fortis Shares newly issued for market value by the Parent
Companies to J.P. Morgan Securities Ltd. and subsequently purchased by
Luxco and pledged to the Collateral Agent for the benefit of the Holders
(the "Initial Underlying Shares'’) or any other Fortis Shares substituted for
such Initial Underlying Shares in accordance with the terms of the Pledge
Agreement, as such shares may be adjusted from time to time in
accordance with the terms of the FRESH Capital Securities, resulting in an
adjustment in the Exchange Price.

All Coupons which are payable on any Coupon Date with respect to a
Coupon Period after the first public announcement by either or both of
the Parent Companies stating an intention to propose that no dividend
on the Fortis Shares be declared or that a dividend be declared that
represents a dividend yield in any fiscal year lower than 0.5% (the
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Senior and
Subordinated
Obligations Default

Coupon

“Threshold Dividend Yield") until the day first occurring after the first
public announcement by either or both of the Parent Companies stating
an intention that a dividend on the Fortis Shares be declared that equals
or exceeds in aggregate the Threshold Dividend Yield, shall be paid in the
form of a Stock Settlement Coupon in accordance with the Alternative
Coupon Satisfaction Method.

For the avoidance of doubt, in the event that the general meeting of
shareholders of either or both Parent Companies declares a dividend on
the Fortis Shares that equals or exceeds in aggregate the Threshold
Dividend Yield, all Coupons that become due and payable from and after
the date of such general meeting shall be paid in cash until such time as
a requirement to pay a Coupon through the Alternative Coupon
Satisfaction Method subsequently arises.

On an annual basis and prior to the board of directors of each Parent
Company meeting in March of each year that considers the level of
dividend to be proposed to shareholders of Fortis Shares for the prior
fiscal year, Fortis will present a calculation to the Belgian Commissie voor
het Bank-en Financiewezen/Commission bancaire et financiére (“CBF”)
setting out the level of distributable reserves available to cover any such
dividends to shareholders as well as other obligations. Before proposing
any such ordinary dividend Fortis must obtain the authorization of the
CBF. The CBF has informed Fortis that, prior to authorizing the payment
of a dividend on the Fortis Share, it will take into account the following
factors:

* the solvency of Fortis; and

* the availability of distributable reserves to cover the proposed dividend
on the Fortis Shares as well as any coupons due during the coming year
on outstanding hybrid Tier 1 capital securities including the Coupons to
be payable on the FRESH Capital Securities.

All Coupons which are payable on any Coupon Date with respect to a
Coupon Period in which:

(i) a default in the payment of the interest or other payment obligations
in respect of Senior and Subordinated Obligations occurs and is
continuing beyond any applicable period of grace; or

(ii) a default, other than as described in subparagraph (i) above, occurs
and is continuing with respect to any Senior and Subordinated Obligation
that permits the holders of such Senior and Subordinated Obligation as to
which the default relates to accelerate its maturity and the Co-obligors
receive written notice of such default from any holder of such Senior and
Subordinated Obligation or a holder’s representative, or from a trustee
under an indenture under which such Senior and Subordinated Obligation
has been issued, accelerating the maturity thereof;

shall be paid in the form of a Stock Settlement Coupon in accordance
with the Alternative Coupon Satisfaction Method.

For the avoidance of doubt, in the event that the default on such Senior
and Subordinated Obligation is cured or waived or ceases to exist, all
Coupons that become due and payable on any Coupon Date from and
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Alternative Coupon
Satisfaction Method . ..

after such event shall be paid in cash until such time as a requirement to
pay a Coupon through the Alternative Coupon Satisfaction Method
subsequently arises.

For the application of the Alternative Coupon Satisfaction Method, a
""Stock Settlement Coupon’ shall be equal to 103% of the Coupon.

The Co-obligors shall satisfy their obligation to pay any Stock Settlement
Coupon in accordance with the procedure described below (the
"Alternative Coupon Satisfaction Method"’).

The Co-obligors’ obligation to pay Stock Settlement Coupons in
accordance with the Alternative Coupon Satisfaction Method shall be
satisfied as follows:

(i) On the Business Day following a Dividend Announcement to which the
Alternative Coupon Satisfaction Method will apply or the occurrence of a
Senior and Subordinated Payment Default or a Senior and Subordinated
Non-Payment Default, the Co-obligors shall give notice to the Trustee, any
Paying Agent (if different from the Trustee), the Interest Rate Calculation
Agent, the Calculation Agent and the Holders of FRESH Capital Securities
thereof that the Alternative Coupon Satisfaction Method will apply to
subsequent Coupon Dates until notice is provided otherwise;

(ii) By the end of the Business Day prior to the Coupon Date, the Interest
Rate Calculation Agent shall inform the Co-obligors of the number of
Fortis Shares to be issued in respect of such Coupon Date. The number of
Fortis Shares to be issued with respect to a Coupon shall be determined
by the Interest Rate Calculation Agent by dividing the fair market value
of a Fortis Share, determined by the Calculation Agent as described
below, into the amount of the Coupon payable on such Coupon Date and
multiplied by 103% (as so calculated, a “Stock Settlement Coupon’). On
each Coupon Date with respect to a Stock Coupon Period, the Co-obligors
shall give notice to the Trustee and the Holders of FRESH Capital
Securities (A) as to the number of Fortis Shares that will be issued for
each Coupon with respect to such Stock Coupon Period and (B) that
unless a Holder provides the certification described in sub-paragraph (vi)
below by the seventh Business Day following a Coupon Date with respect
to a Stock Coupon Period (the “‘Certification Date’’), the relevant Stock
Settlement Coupon will be settled by the Cash Settlement Method;

For the purpose hereof, the ‘“fair market value’” of one Fortis Share shall
be calculated by the Calculation Agent and notified to the Trustee, the
Interest Rate Calculation Agent and the Co-obligors and shall be equal to
the Volume Weighted Average Price on the first Stock Exchange Business
Day preceding the Coupon Date. In the event that the Volume Weighted
Average Price is not available on such date, "fair market value’ shall be
the first available Volume Weighted Average Price in the seven Stock
Exchange Business Days immediately preceding such Coupon Date. In the
event that the Volume Weighted Average Price is not available during
such period, then the fair market value shall be determined by the
Co-obligors in conjunction with two investment banks (unaffiliated with
the Co-obligors) of international repute selected by the Co-obligors.

(iii) Upon receipt of the notice from the Co-obligors referred to in
sub-paragraph (i) above, the Holders will be deemed to have transferred
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to the Trustee and the Trustee shall have the right to receive the relevant
coupons on their behalf;

(iv) On the Coupon Date, the Trustee shall subscribe, on behalf of the
Holders of FRESH Capital Securities, for the number of new Fortis Shares
determined in accordance with sub-paragraph (ii) above, through a
contribution of the relevant Coupons in equal portions to the capital of
both Parent Companies.

(v) On or as soon after the Coupon Date as reasonably practicable, the
Parent Companies shall issue (in compliance with any applicable
regulations relating to the contribution of share capital in kind) to the
Trustee on behalf of the Holders of FRESH Capital Securities, the Fortis
Shares subscribed by the Trustee. Fractions of a share will be aggregated
to the nearest whole share and such shares will be issued to the Trustee
as part of such subscription.

(vi) As soon as reasonably practicable after delivery to the Trustee in
accordance with subparagraph (v) above but in no event earlier than the
relevant Certification Date and subject to the certification requirements
described in this offering memorandum, the newly issued Fortis Shares
(other than any fractional entitlements) shall be credited to the accounts
of (or if in registered form, delivered to) the Holders of FRESH Capital
Securities. If any Holder fails to provide any required certification, the
obligation to deliver Fortis Shares to such Holder will be satisfied
pursuant to the Cash Settlement Method.

(vii) With respect to Fortis Shares representing fractional entitlements, the
Holders will be deemed to have directed the Trustee to instruct the
Calculation Agent on such Holder’s behalf to use reasonable endeavours
on normal market terms to procure purchases for such Fortis Shares (to
the extent they can be aggregated into whole shares) as soon as
practicable but within the five Stock Exchange Business Days following
receipt of such Fortis Shares by the Trustee and as soon thereafter as
reasonably practicable thereafter to distribute the net proceeds of such
sales to the Holders on a pro rata basis.

(viii) Except in the case of a Market Disruption Event, the delivery of the
Fortis Shares to the Trustee in accordance with clause (v) above will be in
full satisfaction of the obligations of the Co-obligors to settle the Coupon
payable on such Coupon Date using the Alternative Coupon Satisfaction
Method. Coupons settled pursuant to the Cash Settlement Method will be
deemed satisfied without regard to whether the net sales proceeds
ultimately delivered equal the Coupon payable on such Coupon Date. Net
sale proceeds from the sale of any Fortis Shares representing fractional
entitlements or pursuant to the Cash Settlement Method shall be
aggregated and distributed to Holders on a pro rata basis; and

(ix) Fortis Shares issued pursuant to the Alternative Coupon Satisfaction
Method shall be fully paid and shall rank pari passu in all respects with
the fully paid Fortis Shares in issue on the Stock Coupon Date, except that
Fortis Shares so allotted shall not rank for any dividend or other
distribution paid or made by reference to a record date for the payment
of a dividend or other distribution with respect to the Fortis Shares prior
to such Stock Coupon Date.
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Availability of Fortis

Shares ...........

Market Disruption
Event ............

Arrears of Interest
Additional Interest

and

The Parent Companies shall jointly and severally undertake to use all
reasonable efforts to ensure that the Parent Companies have sufficient
authorised and unissued Fortis Shares for the purpose of satisfying their
obligations in connection with the Alternative Coupon Satisfaction
Method; provided that the Parent Companies shall not be required to
acquire any issued and outstanding Fortis Shares. If, notwithstanding such
efforts, the available Fortis Shares are not sufficient to satisfy a Stock
Settlement Coupon when it is due pursuant to the Alternative Coupon
Satisfaction Method then (and only in such event) the Stock Coupon Date
with respect to such Stock Settlement Coupon, shall be postponed until
such time as the shareholders of the Parent Companies approve
resolutions authorising the issuance of a sufficient number of Fortis
Shares.

The Parent Companies have undertaken in the Indenture to (i) convene
an Extraordinary General Meeting of the shareholders of each Parent
Company concurrent with, or as soon as reasonably possible following,
each annual general meeting and (ii) propose that their respective
shareholders approve resolutions authorising the issue of such number of
Fortis Shares as the Parent Companies reasonably determine are sufficient
to satisfy the next four Coupons on the FRESH Capital Securities by way
of the Alternative Coupon Satisfaction Method, unless the Board of
Directors of each Parent Company determines prior to such annual
general meeting that the authorised capital is sufficient to satisfy such
Coupons.

If a Market Disruption Event exists on any Coupon Date with respect to
any Stock Coupon Period or any Exchange Settlement Period, the
requirement to pay a Coupon through the Alternative Coupon
Satisfaction Method and/or to effect any exchange shall be deferred,
subject to certain conditions, until such Market Disruption Event ceases to
exist.

Any Coupon not paid on a Coupon Date (except such Coupon required to
be paid in accordance with the Alternative Coupon Satisfaction Method
but which is not paid due to insufficient availability of authorised but
unissued Fortis Shares or due to a Market Disruption Event) together with
any other such Coupons not paid on any other prior Coupon Date (except
such Coupon required to be paid in accordance with the Alternative
Coupon Satisfaction Method but which is not paid due to insufficient
availability of authorized but unissued Fortis Shares or due to a Market
Disruption Event) shall, so long as the same remains unpaid, constitute
"Arrears of Interest”. Arrears of Interest shall not be payable in respect of
Coupons paid pursuant to the Alternative Coupon Satisfaction Method.

Any amount of Arrears of Interest shall bear interest (to the extent
permitted by applicable law) as if it constituted the principal of such
FRESH Capital Securities at the applicable Interest Rate (“’Additional
Interest””). The amount of Additional Interest accrued as of a Coupon
Date for the then-ended Coupon Period shall be added, for purposes only
of the calculation of the amount of Additional Interest due after such
Coupon Date, to the amount of respective Arrears of Interest unpaid as
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of such Coupon Date as if such amount would itself constitute Arrears of
Interest.

Holders of FRESH Capital Securities shall be entitled to exchange their
FRESH Capital Securities for Underlying Shares and in certain
circumstances described below such exchange shall be automatic.

Each of the FRESH Capital Securities shall be exchangeable for Underlying
Shares at an initial Exchange Price equal to €31.50 per Fortis Share.

Any FRESH Capital Securities in respect of which an exchange is effected,
whether upon the exercise of an Optional Exchange or pursuant to the
Automatic Exchange, shall be cancelled and cease to be entitled to any
interest that could otherwise have been payable in respect of such FRESH
Capital Securities.

Holders of FRESH Capital Securities may exchange their FRESH Capital
Securities for Underlying Shares, at the Exchange Price, at any time from
the day that is 40 days after the Issue Date.

All FRESH Capital Securities outstanding shall automatically be exchanged
for Underlying Shares (’Automatic Exchange’) at the Exchange Price if, at
any time after the seventh anniversary of the Issue Date, the Volume
Weighted Average Price (as defined in the Terms and Conditions of the
FRESH Capital Securities) for 20 consecutive Stock Exchange Business Days
equals or exceeds the Automatic Exchange Price Level.

The Automatic Exchange Price Level is equal to 150% of the Exchange
Price, as such price may be adjusted from time to time as described
below. The initial Automatic Exchange Level is €47.25 per Fortis Share.

(a) Stock Split, Reverse Stock Split or Capital Increase. If there shall have
occurred a subdivision or consolidation of the Fortis Shares (except for a
subdivision or consolidation arising as a result of a Merger/Change in
Control Event) into a greater or lesser number of Fortis Shares or an
issuance of Fortis Shares by the means of a capital increase from reserves,
the Exchange Price shall be adjusted as of the date upon which such
event occurred by multiplying the Exchange Price then in effect by the
following fraction:

X
Y
where: X = The number of Fortis Shares outstanding immediately prior to

the occurrence of such event.

Y = The number of Fortis Shares outstanding immediately after the
occurrence of such event.

(b) Entitlement of Holders of FRESH Capital Securities to Certain Parent
Company Distributions. Except as otherwise provided under this
heading, the Co-obligors shall promptly arrange to make available to the
Holders of FRESH Capital Securities (i) the proceeds of any Capital
Distribution and (ii) any rights, securities or other property offered on a
pre-emptive basis by either of the Parent Companies to its shareholders.
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Without limiting the generality of the foregoing, and subject to
compliance with all applicable laws and the certification requirements of
the Indenture, if either of the Parent Companies offers to its shareholders
on a pre-emptive basis notes, warrants, preference shares or other similar
securities convertible into Fortis Shares, then it shall notify the Trustee
and the Holders of such preemptive rights and the Holders of FRESH
Capital Securities shall be entitled to such pre-emptive rights on the same
terms and conditions. Any such entitlement of Holders of FRESH Capital
Securities under this subparagraph (b) shall be made to Holders of FRESH
Capital Securities in proportion to the exchange ratio.

For the avoidance of doubt, Holders of FRESH Capital Securities shall have
no entitlement under this subparagraph (b) to cash dividends that are not
Capital Distributions.

(c) Merger or Change in Control. Upon the occurrence of a Merger/
Change in Control Event, the Parent Companies shall use their best efforts
to cause the surviving or successor entity, following such Merger/Change
in Control Event, to:

(i) assume the obligations of the Parent Companies under the
Indenture,

(ii) replace the Fortis Shares that have been pledged in favor of the
Holders of FRESH Capital Securities with equity securities of the
surviving or successor entity that are listed on a recognized exchange
and have an equivalent market value to such Fortis Shares
immediately prior to such Merger/Change in Control Event, and

(iii) adjust the Coupon of the FRESH Capital Securities to reflect any
deterioration in the credit quality of the surviving or successor
entity, on a consolidated basis, following such Merger/Change in
Control Event compared with the credit quality of the Parent
Companies immediately prior to such Merger/Change in Control
Event.

Any determination of equivalent market value pursuant to
subparagraph (ii) and any adjustment to the Coupon pursuant to
subparagraph (iii) shall be made by Luxco and such surviving or successor
entity in conjunction with two investment banks (unaffiliated with such
surviving or successor entity) of international repute selected by Luxco
and such surviving or successor entity and notified to the Trustee. Such
replacement or adjustment shall take effect in accordance with such
determination.

(d) Other Events. Should the Co-obligors believe in good faith that an
event or circumstance that has occurred or shall occur that is different
from those expressly contemplated under this heading, but that could or
shall have similar effects as those discussed in subparagraphs (a), (b) or

(c) above, the Co-obligors shall take such actions or decisions as they
deem necessary or appropriate in order to ensure that, following the
occurrence of such event or circumstance, the Holders of FRESH Capital
Securities enjoy economic and other rights under the Indenture that, so
far as practicable, are substantially similar to those enjoyed by them
immediately prior to the occurrence of such event or circumstance. If, and
only if, the Co-obligors believe in good faith that any such actions or
decisions may be necessary or appropriate, then such actions or decisions
shall be taken by the Co-obligors only in conjunction with two investment
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Cash Settlement

Method

banks (unaffiliated with the Co-obligors) of international repute selected
by the Co-obligors.

(e) Certain Definitions. For the purposes hereof, "“Merger/Change in
Control Event” means, in respect of the Fortis Shares, any

(i) reclassification or change of the Fortis Shares that results in a transfer
of or an irrevocable commitment to transfer all of the outstanding Fortis
Shares, (ii) consolidation, amalgamation or merger of Fortis N.V. or
Fortis SA/NV with or into another entity or of Fortis N.V. and Fortis SA/NV
with or into each other (other than a consolidation, amalgamation or
merger in which Fortis N.V. or Fortis SA/NV is the continuing entity and
which does not result in any such reclassification or change of all of such
outstanding Fortis Shares), (iii) other takeover offer for the Fortis Shares
that results in a transfer of or an irrevocable commitment to transfer all
of the Fortis Shares (other than the Fortis Shares owned or controlled by
the offeror) or (iv) a statutory split-up (juridische splitsing).

For the purposes hereof, “’Capital Distribution” means (i) any distribution
of assets in specie or (ii) any cash dividend or distribution of any kind
charged or provided for in the accounts of either of the Parent
Companies for any financial period (whenever paid or made and however
described) if the amount of the proposed dividend or distribution per
Fortis Share, together with the amount per Fortis Share of any other
dividends or distributions on such Fortis Shares charged or provided for in
the accounts for such financial period (other than any part thereof
previously deemed to be a Capital Distribution) exceeds 5% of the
Volume Weighted Average Price on the Stock Exchange Business Day
immediately preceding the date on which such dividend or distribution is
publicly announced (the "Yield Threshold”). In the event that the Volume
Weighted Average Price is not available on such date, the ““Yield
Threshold" shall be based on the first available Volume Weighted
Average Price in the preceding seven Stock Exchange Business Days
immediately preceding the date on which such dividend or distribution is
publicly announced. In the event that the Volume Weighted Average Price
is not available during such period, then the Yield Threshold shall be
determined by the Co-obligors in conjunction with two investment banks
(unaffiliated with the Co-obligors) of international repute selected by the
Co-obligors. The amount of such Capital Distribution shall be the amount
by which such proposed dividend or distribution per Fortis Share together
with the amount per Fortis Share of any other dividends or distributions
of the Fortis Shares charged or provided for in the accounts for such
financial period exceeds the Yield Threshold.

In the event that a Holder of FRESH Capital Securities fails to timely
provide any required certification of beneficial ownership by or on behalf
of such beneficial owner in compliance with U.S. securities laws in
connection with any delivery or issuance to such Holder of Fortis Shares,
rights or other securities, then the Holder will be deemed to have
directed the Trustee to instruct the Calculation Agent (which shall be an
internationally recognized investment bank or brokerage firm) on such
Holder's behalf to use reasonable endeavours on normal market terms to
procure purchasers for such Holder’s entitlement to such Fortis Shares,
rights or other securities as soon as reasonably practical but within the
five Stock Exchange Business Days following receipt of such Fortis Shares
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by the Trustee and to deliver to such Holder, as soon thereafter as
reasonably practicable, the net proceeds from such sale. Except in the
case of a Market Disruption Event, so long as the Co-obligors have
satisfied their obligations in full in connection with the delivery of the
Fortis Shares, rights or other securities to the Trustee, the Co-obligors shall
have satisfied their obligations in full to such Holders. Coupons settled
pursuant to the Cash Settlement Method will be deemed satisfied without
regard to whether the net sales proceeds ultimately delivered would have
satisfied such obligation in full. Net sale proceeds from the sale of any
Fortis Shares pursuant to the Cash Settlement Method shall be distributed
to holders on a pro rata basis.

"Event of Default” includes any one of the following events:

(i) The Co-obligors fail to pay a Coupon on any Regular Coupon Date and
the default continues for a period of seven days;

(ii) The Co-obligors fail to pay a Coupon on any Stock Coupon Date and
the default continues for a period of 14 days, except where such default
is due to insufficient availability of authorised but unissued Fortis Shares
or due to a Market Disruption Event; provided that if any Stock
Settlement Coupon is not satisfied within 14 days after the date on which
any such Market Disruption Event is no longer continuing, such failure to
satisfy such Stock Settlement Coupon will constitute an Event of Default;
or

(iii) Any Co-obligor defaults in the performance or observance of any
other covenant, condition or provision contained in the Indenture or the
FRESH Capital Securities, including failure to deliver Underlying Shares in
connection with any Optional Exchange or Automatic Exchange, to be
performed or observed by it (other than the covenant to pay the Coupons
in respect of any of the FRESH Capital Securities) and such default
continues for a period of 30 days following the service by the Trustee on
the Co-obligors of notice requiring such default to be remedied (no such
notice shall be required where the Trustee certifies in writing that, in its
opinion, such default is not capable of remedy).

Subject to the terms set forth above under the heading “‘Limited
Recourse”, if an Event of Default occurs and is continuing, the Trustee or
the Holders of at least 25% in aggregate principal amount of the FRESH
Capital Securities then outstanding, by written notice to the Co-obligors
(and to the Trustee if the notice is given by the Holders of FRESH Capital
Securities), may, and the Trustee at the request of Holders of at least 50%
in aggregate principal amount of the FRESH Capital Securities then
outstanding shall (subject to the terms and conditions of the Indenture),
institute proceedings to obtain the payment of any Coupon due or
compliance with the defaulted covenant or agreement. Upon the
occurrence of an Event of Default, the Holders of FRESH Capital Securities
will not have any rights of acceleration or redemption with respect to the
FRESH Capital Securities.

Notwithstanding the foregoing, if an Event of Default occurs and is
continuing with respect to non-payment on any Regular Coupon Date or
any Stock Coupon Date, the Holders, or the Trustee on the Holders’
behalf, may institute proceedings to obtain enforcement of such
obligations and such right shall not be impaired or effected without the
consent of such Holder. In addition, if an Event of Default occurs and is
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Undertaking to

Maintain Listing .

Form and

Denomination . . .

Purchase of FRESH

Capital Securities

continuing due to the failure to deliver Underlying Shares in connection
with an Optional Exchange or Automatic Exchange, at the request of a
Holder the Trustee shall instruct the Collateral Agent to foreclose on the
relevant Underlying Shares in accordance with the terms of the Pledge
Agreement.

The Co-obligors shall undertake that the listing of the FRESH Capital
Securities shall be maintained on the Luxembourg Stock Exchange, its
successor exchange or another European exchange of at least equal
standing, except in the case of a winding-up or liquidation of the
Co-obligors. The Parent Companies shall undertake that they shall
maintain the listings of the Fortis Shares on Euronext Brussels and
Euronext Amsterdam, their successor exchanges or another European
exchange of at least equal standing, except in the case of a winding-up
or liquidation of both Parent Companies. The Parent Companies shall also
undertake to list the Underlying Shares on such exchange or such
exchanges no later than such time as they are delivered to Holders. In
case of de-unification of the Fortis Shares, the Parent Companies shall
ensure that all shares resulting therefrom are so listed.

The FRESH Capital Securities shall be in denominations of €250,000
principal amount and integral multiples thereof.

FRESH Capital Securities sold in reliance on Regulation S under the
Securities Act shall initially be evidenced by the Unrestricted Global
Certificate in fully registered form without interest coupons. FRESH
Capital Securities sold in reliance on Rule 144A under the Securities Act
shall initially be evidenced by the Restricted Global Certificate in fully
registered form without interest coupons. Each Global Certificate shall be
deposited with a nominee of a common depositary of Euroclear and
Clearstream Luxembourg and registered in the name of a nominee of the
common depositary.

Interests in a Global Certificate shall be exchangeable in whole but not in
part for definitive registered FRESH Capital Securities only if (A)(i) the
relevant FRESH Capital Securities become ineligible for clearance and
settlement through Euroclear and Clearstream Luxembourg, as the case
may be, and (ii) the Co-obligors are not able, after using reasonable
efforts, to arrange for clearance and settlement of the FRESH Capital
Securities through a successor clearing system within 120 days of notice of
such event or (B) if as a result of any amendment to, or change in, the
laws or regulations of Luxembourg, Belgium or The Netherlands (or any
political subdivision thereof) or of any authority therein or thereof having
power to tax or in the interpretation, by any revenue authority or a court
or administration, of such laws or regulations which become effective, on
or after the Issue Date, the Co-obligors or the Trustee or any paying
agent is or shall be required to make any deduction or withholding from
any payment in respect of the FRESH Capital Securities which would not
be required were the FRESH Capital Securities in definitive registered
form.

Neither any of the Co-obligors nor any of their respective subsidiaries may
acquire any FRESH Capital Securities, other than in connection with
dealings in securities in the ordinary course of business.
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Use of Proceeds . ......

Resale Restrictions. .. ..

Listing ................

Governing Law ........

Lock-up Agreements . ..

The net proceeds of the issue of the FRESH Capital Securities, before
expenses, are estimated to be approximately €1,225,000,000. Of the
commissions paid and deducted from the proceeds, half will be paid to
affiliates of Fortis acting as Joint Lead Manager. The net proceeds of the
issue and sale of the FRESH Capital Securities shall be used for general
corporate purposes of the Fortis Group and to strengthen the capital
bases of the Parent Companies and their affiliates. See ""Operating and
Financial Review and Prospects—Liquidity and Capital Resources—
Combined Cash Flows".

Neither the FRESH Capital Securities nor the Underlying Shares have been
or will be registered under the Securities Act. Subject to certain
exceptions, neither the FRESH Capital Securities nor the Underlying Shares
may be offered or sold within the United States or to U.S. persons.

However, the FRESH Capital Securities may be initially offered in the
United States to qualified institutional buyers in reliance on Rule 144A
under the Securities Act. See "“Subscription and Sale—Selling Restrictions—
United States” and ““Transfer Restrictions”.

In addition, until 40 days after the later of the commencement of the
offering and the closing date, any offer or sale of the FRESH Capital
Securities within the United States by any dealer (whether or not
participating in the offering) may violate the registration requirements of
the Securities Act.

Application has been made to list the FRESH Capital Securities on the
Luxembourg Stock Exchange.

The Indenture and the FRESH Capital Securities shall be governed by the
laws of the State of New York, United States of America, except that the
subordination provisions of the Indenture and the FRESH Capital
Securities, as such provisions relate to the obligations of any Co-obligor,
shall be governed by the laws of the jurisdictions of incorporation of such
Co-obligors, as applicable and the pledge of the Underlying Shares shall
be governed by the laws of The Netherlands. The provisions of Articles 86
to 94-8 of the Luxembourg Laws on Commercial Companies of August 10,
1915, as amended, are hereby excluded.

The Co-obligors have agreed, subject to certain exceptions, which shall
include the ordinary course issuance of Fortis Shares and options granted
pursuant to employee stock plans, for a period of 90 days after the date
of the Underwriting Agreement not to (i) offer, allot, issue, pledge, sell,
contract to sell, sell any option or contract to purchase, allot, issue,
purchase any option or contract to sell, grant any option, right or warrant
to purchase, lend or otherwise transfer or dispose of, directly or
indirectly, any FRESH Capital Securities, any Fortis Shares or any ordinary
or preference shares, subject to certain exceptions, of Fortis N.V., Fortis
SA/NV or any other members of the Fortis Group (collectively, with Fortis
Shares, the “Fortis Group Shares'’) or any securities convertible into or
exercisable or exchangeable for or evidence a right to acquire FRESH
Capital Securities or Fortis Group Shares or (ii) enter into any swap or
other arrangement that transfers to another, in whole or in part, any of
the economic consequences of ownership of FRESH Capital Securities or
Fortis Group Shares (including derivative transactions), or (iii) initiate,
announce or permit any transactions within the meaning of
subparagraphs (i) or (ii) above, whether or not such transaction is to be
settled by delivery of FRESH Capital Securities, Fortis Group Shares or such
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Tax Consequences

other securities, in cash or otherwise. See ""Subscription and Sale” for
more information regarding these arrangements.

For a discussion of the material Belgian, Dutch, Luxembourg and U.S. tax

consequences of purchasing, owning and disposing of the Securities and
holding and disposing of the Fortis Shares, see “Taxation".
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Summary Consolidated Financial Data

You should read the following summary consolidated financial data set forth below together with
the consolidated financial statements and related notes included in this offering memorandum for
the year ended December 31, 2001, 2000 and 1999. Amounts for 1997 and 1998 have been restated
from the European Currency Unit into the euro using the conversion rate at January 1, 1999 of
one-to-one.

The financial information for the years ended and as of December 31, 2001, 2000 and 1999 set forth
below is derived from Fortis’ consolidated financial statements, which have been prepared in
conformity with GAAP in accordance with Belgian law. The consolidated financial statements for
2001, 2000 and 1999 have been jointly audited by KPMG Accountants N.V. and
PricewaterhouseCoopers Réviseurs d'Entreprises S.C.C.R.L., independent public accountants for Fortis
N.V. and Fortis SA/NV, respectively. The unaudited pro forma 1997 financial data and the audited
1998 financial data are derived from Fortis’ pro forma and historical consolidated financial
statements included in Fortis’ 1999 Annual Report. Beginning in 2001, Fortis is reporting net
operating profit, which is Fortis’ net profit before inclusion of certain non-operating items after
taxation. Fortis restated 2000 and 1999 to give effect to this presentation which has no effect on
net profit. The years 1998 and pro forma 1997 have not been restated to give effect to this
presentation.

Year Ended December 31,

(€ millions) 2001 2000 1999 1998 1997
(Audited) (Unaudited
Pro forma)
Income Statement Data
Insurance premiums ............ ... ... ... 18,162 15,784 12,527 9,981 8,317
Interest Income ...... ... ..o 23,765 25,713 20,822 19,747 19,178
Commissions and fees ...................... 1,978 2,164 1,832 1,660 1,361
Result from financial transactions............ (1,307) 490 2,732 2,789 1,750
Otherrevenues...................covviinn.. 2,660 2,917 2,665 1,943 1,689
Total revenues ............. ... ... ... 45,258 47,068 40,578 36,120 32,295
Interest expense . ............ ... ... ... ... (16,914) (19,403) (14,706) (13,944) (13,510)
Total revenues, net of interest expense ...... 28,344 27,665 25,872 22,176 18,785
Technical charges insurance ................. (13,440) (13,463) (13,797) (10,834) (8,867)
Value adjustments . ......................... (626) (620) (547) (872) (557)
Netrevenues............. ..., 14,278 13,582 11,528 10,470 9,361
Operating expenses .................ooou.n. (10,785) (9,964) (8,489) (7,863) (7,144)
Operating result before taxation ............ 3,493 3,618 3,039 2,607 2,217
Taxation . ... (1,049) (1,044) (893) (778) (655)
Operating group profit .................. ... 2,444 2,574 2,146 1,829 1,562
Minority interest ................. ... ...... (177) (218) (183) (169) (282)
Net operating profit........................ 2,267 2,356 1,963
Non-operating items after taxation .......... 331 412 353
Net profit before extraordinary results....... 2,598 2,768 2,316 1,660 1,280
Extraordinary results after taxation .......... — — — 202 —
Net profit.............. . ... ... ......... 2,598 2,768 2,316 1,862 1,280
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At December 31,

(€ millions, except percentages) 2001 2000 1999 1998 1997
(Audited) (Unaudited
Pro forma)
Balance Sheet Data
Assets:
Cash. ... 5,094 6,110 3,660 3,675 1,228
Trading securities......................... 19,447 13,363 9,899 7,112 5,733
Investments.............. ... ... ... ... 147,676 134,203 127,382 115,096 97,459
Loans and advances to credit institutions .. 63,762 62,383 81,970 58,098 55,502
Loans and advances to customers ......... 176,834 162,093 139,422 122,213 112,259
Reinsurers’ share of technical provisions . .. 6,891 4,944 4,232 2,107 1,881
Deferred acquisition costs................. 2,964 3,298 2,081 1,333 1,204
Prepayments and accrued income ......... 19,845 17,038 13,157 10,883 10,264
Investments on behalf of policyholders .. .. 23,567 22,013 16,210 11,201 8,185
Other assets ................. ... ... .... 16,890 12,638 8,096 8,544 6,809
Total assets ................ .. 482,970 438,083 406,109 340,262 300,524
Liabilities:
Amounts owed to credit institutions....... 96,337 94,174 116,992 81,114 63,600
Amounts owed to customers.............. 179,687 145,752 134,963 125,164 121,785
Debt certificates. .......... ... ... ... ..... 50,896 43,761 35,943 36,456 36,867
Technical provisions ...................... 59,533 56,130 44,613 37,055 32,657
Technical provisions related to investments
on behalf of policyholders .............. 23,085 21,690 15,824 10,913 7,900
Accruals and deferred income............. 19,773 15,824 12,236 9,783 8,348
Other liabilities .......................... 23,999 31,865 19,523 18,805 11,752
Convertible notes ........................ 1,257 1,257 1,256 681 —
Subordinated liabilities ................... 10,209 8,231 6,906 6,294 5,732
464,776 418,684 388,257 326,265 288,641
Fund for general banking risks ............ 2,217 2,043 1,861 1,706 1,328
Minority interests in group equity ......... 2,133 2,159 2,483 1,026 1,570
Netequity .............. .. ... .. ..., 13,844 15,197 13,508 11,265 8,985
Group equity .......... ... 15,977 17,356 15,991 12,291 10,055
Total liabilities ............................. 482,970 438,083 406,109 340,262 300,524
Statistical Data (at period end)
Group ratios:
Return on netequity ..................... 17.9% 20.0% 18.7% 16.4% 12.5%
Returnonassets ......................... 0.5% 0.7% 0.6% 0.6% 0.4%
Average equity to average assets.......... 3.2% 3.4% 3.3% 3.2% 3.4%
Banking ratios:
Tier 1 capitalratio..................... ... 8.5% 7.3% 7.6% 7.7% 7.0%
Total capital ratio ........................ 13.5% 11.8% 12.2% 10.9% 10.5%
Cost incomeratio ........................ 68.3% 66.4% 66.3% 63.6% 67.4%
Insurance data:
Embedded value™ . ............. ... ... ... 10,291 11,034 — — —
Claimsratio.............................. 60.0% 61.9% 66.2% 68.4% 66.3%
Combinedratio .......................... 103.0% 105.4% 108.2% 112.8% 109.7%

(1) Fortis published embedded value for its life business for the first time in 2001. Only 2000 and 2001 are available. Embedded value
is an estimate of the economic value of a life company, excluding any value attributed to future new business. Embedded value at
December 31, 2000 includes Fortis Financial Group (FFG) sold during 2001 (embedded value at December 31, 2000 excluding FFG was
€10,434 million) and embedded value at December 31, 2001 is after giving effect to proposed dividends by the life insurance

companies to the Parent Companies.

For a discussion of the important trends affecting Fortis’ results of operations, see ""Operating and

Financial Review and Prospects—Overview"'.
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Investment Considerations

Any investment in the FRESH Capital Securities involves risks, including those described in this
section. You should carefully consider the following investment considerations and the other
information in this offering memorandum before deciding whether an investment in the FRESH
Capital Securities is suitable for you. If any of the following risks actually occurs, the trading price of
the FRESH Capital Securities could decline and you could lose all or part of your investment.
Additional risks not currently known to Fortis or that Fortis now deems immaterial may also harm
Fortis and affect your investment.

Investment Considerations Relating to the Business of Fortis

As Part of the Financial Services Industry, Fortis’ Performance is Subject to Substantial Competitive
Pressures which could Adversely Affect Fortis’ Results of Operations

There is substantial competition in the Benelux and the other regions in which Fortis does business
for the types of insurance, banking and asset management and other products and services which
the Fortis group provides. Such competition is most pronounced in Fortis’ core markets of the
Benelux, as well as the United States and in the rest of Europe. Such competition is affected by
consumer demand, technological changes, the impact of consolidation, regulatory actions and other
factors. If the Fortis Group is unable to provide attractive product and service offerings that are
profitable, Fortis may lose market share or incur losses on some or all activities.

Fortis’ Results can be Adversely Affected by Market Conditions

Fortis’ results are affected by general market conditions. These conditions include economic cycles
such as insurance industry cycles, particularly with respect to non-life insurance, the financial
markets and banking industry cycles. Fluctuations in interest rates and exchange rates, monetary
policy, demographics and changes with respect to mortality, particularly with respect to life
insurance, and competitive factors also influence Fortis’ performance.

The non-life insurance markets in which Fortis operates tend to be cyclical. Periods of price
competition, fluctuations in underwriting results and the occurrence of unpredictable
weather-related and other losses characterize the conditions in these markets. Such contingencies
can change the risk profile and profitability of current and future products and services.

Fortis’ banking income and profit before taxation may vary from year to year depending on
fluctuations in interest rates, changes in market conditions and business cycles. The Fortis Group's
investment banking, securities trading and brokerage activities income and profit before taxation
may vary significantly from year to year depending on market conditions.

Market volatility and overall declines in market indices can negatively affect Fortis’ asset
management performance as well as its investment banking, securities trading and brokerage
activities. Volatility and declines in market indices can reduce unrealized gains in its various
portfolios or the excess solvency margin of its insurance subsidiaries. Stock markets around the
world experienced meaningful declines in 2000 and 2001, and investments in, and sales of products
linked to, financial assets, particularly equity securities, were adversely impacted in 2001. A
protracted decline or further steep declines in the stock or bond markets would adversely affect
investments, and likely reduce the popularity of products linked to financial assets. See ““Operating
and Financial Review and Prospects—Overview"'.

Changes in Interest Rates and Other Market Factors may Adversely Affect Fortis’ Insurance, Banking
and Asset Management Businesses

Fluctuations in interest rates affect the returns Fortis earns on fixed interest investments. Interest
rate changes also affect the market values of, and the amounts of capital gains or losses Fortis takes
on, the fixed interest securities it holds.
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Since the second half of 2000 and in response to the general weakness in the global and

U.S. economies and events of September 11, 2001, the U.S. Federal Reserve has significantly reduced
interest rates while the European Central Bank and the Bank of England have eased rates modestly.
These changing economic conditions have had a significant impact on Fortis’ insurance and banking
operating result. Over the past several years, movements in short and long-term interest rates have
affected Fortis’ net interest income and how much and when Fortis recognized gains and losses on

securities held in its investment portfolios.

The results of Fortis’ banking operations are affected by its management of interest rate sensitivity.
Interest rate sensitivity refers to the relationship between changes in market interest rates and
changes in net interest income. The composition of Fortis banking assets and liabilities, and any gap
position resulting from the composition, causes the banking operations’ net interest income to vary
with changes in interest rates. In addition, variations in interest rate sensitivity may exist within the
repricing periods or between the different currencies in which Fortis holds interest rate positions. A
mismatch of interest-earning assets and interest-bearing liabilities in any given period may, in the
event of changes in interest rates, have a material effect on the financial condition or result from
operations of Fortis’ banking businesses.

Fortis’ Insurance and Banking Businesses are subject to Risks Concerning the Adequacy of its
Technical Provisions to Cover Future Losses and Benefits and Borrower Credit Quality

Fortis’ technical provisions may prove to be inadequate to cover its actual losses and benefits
experience. To the extent technical provisions are insufficient to cover actual losses, loss adjustment
expenses or future policy benefits, Fortis would have to add to these technical provisions and incur a
charge to its earnings. Additional losses, including losses arising from changes in the legal
environment, the type or magnitude of which Fortis cannot foresee, may emerge in the future. Any
insufficiencies in technical provisions for future claims could have a material adverse effect on Fortis’
future consolidated financial condition, results of operations and cash flows.

The nature of Fortis’ banking business is such that it is subject to inherent risks regarding borrower
credit quality as well as general economic conditions in Fortis’ core Benelux markets, each of which
can change the level of demand for Fortis’ products and services and effect the overall credit quality
of Fortis’ core loan portfolio. Changes in the credit quality of Fortis’ borrowers and counterparties
could reduce the value of Fortis’ assets, and increase provisions for bad and doubtful debt. Any such
increases in provisions could materially adversely effect Fortis’ earnings.

Fortis’ Results of Operations can be Adversely Affected by Significant Adverse Regulatory
Developments

Fortis conducts its businesses subject to ongoing regulation and associated regulatory risks, including
the effects of changes in the laws, regulations, policies and interpretations in the Benelux and the
other regions in which Fortis does business. The timing and form of future changes in regulation are
unpredictable and beyond the control of Fortis, and changes made could materially adversely affect
Fortis' business, the products and services offered or the value of assets. For additional information,
see ""Supervision and Regulation”.

Risks Relating to Purchasing the FRESH Capital Securities

Holders of FRESH Capital Securities will Have Only Limited Recourse to Recover Repayment of Their
Investment

The sole recourse of the Holders of FRESH Capital Securities against any of the Co-obligors with
respect to the principal amount of the FRESH Capital Securities will be the Underlying Shares (or
other securities that replace the Underlying Shares pursuant to the Indenture). The Holders of FRESH
Capital Securities will not have the right to receive any cash payment of principal, including in the
event of Bankruptcy Proceedings applicable to all of the Co-obligors, but rather will only have the
right to exchange such FRESH Capital Securities for the Underlying Shares in accordance with the
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applicable Exchange Ratio. Whether or not the market value of Underlying Shares delivered to a
Holder of FRESH Capital Securities is equal to the principal amount of the FRESH Capital Securities,
the obligations of the Co-obligors to the Holders will be satisfied in full. Although, in the event of
Bankruptcy Proceedings applicable to all of the Co-obligors there is only limited recourse to recover
principal, the Holders of FRESH Capital Securities will continue to have claims, as unsecured
subordinated creditors for any past due Coupons. Any such payments of past due coupons will be
subject to the subordination provisions of the Indenture.

The Parent Companies are not Operating Companies and Rely on Distributions from their
Subsidiaries to Satisfy their Obligations; These Subsidiaries are Highly Regulated and such
Regulations could Impose Restrictions on Such Distributions

The Parent Companies’ assets consist solely of their investments in the operating subsidiaries of the
Fortis Group. Accordingly, the cash flow and the consequent ability to service obligations of the
Parent Companies are primarily dependent upon the earnings of their subsidiaries, and the
distribution of those earnings to the Parent Companies.

In addition, the payment of distributions and the making of loans and other advances to the Parent
Companies by their subsidiaries are and may continue to be subject to certain statutory and
regulatory restrictions. The Dutch and Belgian banking and insurance regulators and/or United
States federal or state regulatory authorities, as well as European Union regulatory authorities,
certain Belgian authorities, and regulatory authorities in other countries, have regulatory authority
over each Parent Company and its subsidiaries. Under certain circumstances, any of such regulatory
authorities, could make determinations or take decisions in the future with respect to the Parent
Companies and/or any of the Parent Companies’ subsidiaries or a portion of their respective
operations or assets that could adversely affect the ability of Luxco or the Parent Companies to,
among other things, make distributions to their respective security holders, to engage in
transactions with affiliates, to purchase or transfer assets, to pay their respective obligations or to
make any redemption or liquidation payments to their security holders. See “’Supervision and
Regulation”.

Furthermore, the Parent Companies’ rights and the rights of their creditors, to participate in the
distribution of assets of any subsidiary upon such subsidiary’s liquidation or reorganization will be
effectively subordinated to all existing and future liabilities, including trade payables, of such
subsidiary, except to the extent that the Co-obligors are themselves recognized as creditors of such
subsidiary, in which case the claims of the Co-obligors would still be subordinate to any security
interests in the assets of such subsidiary and any indebtedness of such subsidiary senior to that held
by the Co-obligors.

Under Certain Circumstances Coupon Payments will be Paid in the Form of Fortis Shares
rather than Cash

If (i) either or both Parent Companies do not declare a dividend or they declare a dividend below
the Dividend Threshold Yield in any fiscal year, or (ii) a Co-obligor defaults on any Senior and
Subordinated Obligations and such default continues beyond any applicable grace period or results
in acceleration of the maturity of such Senior and Subordinated Obligations, the Co-obligors will be
required to pay all Coupons which are payable on any Coupon Date during such Coupon Period
following the occurrence of such event in the form of a Stock Settlement Coupon in accordance
with the Alternative Coupon Satisfaction Method. See "“Terms and Conditions of the FRESH Capital
Securities—Alternative Coupon Satisfaction Method’'. The Alternative Coupon Satisfaction Method
provides for the equivalent fair market value of the cash Coupon to be issued to the Holders of
FRESH Capital Securities in the form of Fortis Shares in lieu of cash. To the extent the market value
of such Fortis Shares is not equivalent to the cash Coupon payment due, the Co-obligors are
nonetheless deemed to have satisfied their obligations in full.

In the event that the Parent Companies have insufficient authorized and outstanding Fortis Shares
to satisfy a Stock Settlement Coupon when it is due pursuant to the Alternative Coupon Satisfaction
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Method or upon the occurrence of a Market Disruption Event, then (and only in such events) the
Stock Coupon Date with respect to such Stock Settlement Coupon shall be postponed until such
time as the shareholders of the Parent Companies approve resolutions authorising the issuance of a
sufficient number of Fortis Shares or the Market Disruption Event ceases to exist.

Failure by a Holder to Provide Required Certifications to Comply with Applicable Securities Laws
will Result in Receipt of Cash rather than Fortis Shares

If a Holder of FRESH Capital Securities fails to provide any certification of beneficial ownership by or
on behalf of such beneficial owner required pursuant to the Terms and Conditions of the FRESH
Capital Securities to comply with applicable securities laws in connection with any delivery or
issuance to such Holder of Fortis Shares, rights or other securities, such Fortis Shares, rights or other
securities will be delivered to the Trustee on behalf of such Holder and the Trustee will use
reasonable endeavors on normal market terms to provide purchasers for such Fortis Shares, rights or
other securities and the proceeds from such sale will be distributed to such beneficial owner in
accordance with the terms of the Indenture. Even if the proceeds from such sale are less than the
market value of such Fortis Shares, rights or securities at the time of delivery or issuance, the
Co-obligors will nonetheless be deemed to have satisfied their obligations in full.

Because the Co-obligors’ Obligations Under the FRESH Capital Securities will be Deeply
Subordinated, Each of the Co-obligors will Pay Its Other Debt Obligations before It Pays You

The obligations of each Co-obligor under the FRESH Capital Securities rank subordinate to and
junior in right of payment to all its other indebtedness and obligations, including any preference
shares, except any indebtedness or obligations that, expressly or by applicable law, is pari passu with
or subordinated to the FRESH Capital Securities, and except any ordinary shares of Luxco and any
Fortis Shares. This means that if any of the Co-obligors fails to pay any liability that is senior to the
FRESH Capital Securities, it may not make payments on the FRESH Capital Securities. Also, if any of
the Co-obligors is bankrupt or liquidates or dissolves, such Co-obligor or its trustee will use the
assets of such Co-obligor to pay obligations on all liabilities ranking senior to the FRESH Capital
Securities before making cash payments on the past due Coupons. In addition, under the terms of
the FRESH Capital Securities you will only be entitled to receive the Fortis Shares with respect to
your principal in the event of a bankruptcy or insolvency proceeding applicable to all of the
Co-obligors.

Each of the Co-obligors can Issue Additional Debt which It would Pay before Making Payments on
the FRESH Capital Securities

Neither the FRESH Capital Securities nor the Indenture prohibit any of the Co-obligors from
incurring any debt and each of the Co-obligors may incur additional debt (including secured debt)
that is senior or ranks equal to the FRESH Capital Securities at any time without your approval. The
Co-obligors’ obligations under the FRESH Capital Securities rank subordinate to substantially all of
its other obligations, including indebtedness for money borrowed, and any preference shares of
such Co-obligor.

There are Limitations on the Transferability of the FRESH Capital Securities and of the Fortis Shares
Deliverable upon Exchange of the FRESH Capital Securities or pursuant to the Alternative Coupon
Satisfaction Method

The FRESH Capital Securities and the Fortis Shares deliverable upon exchange of the FRESH Capital
Securities or pursuant to the Alternative Coupon Satisfaction Method have not been registered
under the Securities Act nor with any securities commission or regulatory authorities of any state of
the United States and may not be offered or sold in the United States unless registered under the
Securities Act or exempt from such requirements. As a result the FRESH Capital Securities will not be
freely tradeable in the United States upon their acquisition. Investors will be subject to certain
transfer restrictions imposed under applicable securities laws since the FRESH Capital Securities and
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the Fortis Shares deliverable upon exchange of these securities or pursuant to the Alternative
Coupon Satisfaction Method may not be sold, transferred or otherwise disposed of by any investors
in the United States without registration under the Securities Act, except in accordance with the
transfer restrictions imposed under applicable securities laws or pursuant to an applicable exemption
from registration. See "“Transfer Restrictions'".

Holders of the FRESH Capital Securities have no Voting Rights

Holders of the FRESH Capital Securities will not have any voting rights, except as described under
“Terms and Conditions of the FRESH Capital Securities—Modifications of the Indenture”.

Because the FRESH Capital Securities are a New Issue, there is no Assurance that a Trading Market
will Exist or that it will be Liquid

The FRESH Capital Securities are a new issue of securities and have no established trading market.
Although application has been made to list the FRESH Capital Securities on the Luxembourg Stock
Exchange, you cannot assume that an active trading market will develop. Even if an active trading
market does develop, no one, including the Joint Lead Managers, is required to maintain its
liquidity. There may be a limited number of buyers and the market prices may be uncertain when
you decide to sell your FRESH Capital Securities. The liquidity and market prices for the FRESH
Capital Securities will vary depending on changes in market and economic conditions, the financial
conditions of, and prospects for, Fortis, and other factors that generally influence the market prices
of securities. Accordingly, there is no assurance that a trading market for the FRESH Capital
Securities will exist and no assurance as to the liquidity of any trading market.

You May Face Foreign Exchange Risks by Investing in the FRESH Capital Securities

The FRESH Capital Securities will be denominated in, and Coupons will be paid in, euro. If you
measure your investment returns by reference to a currency other than the euro, an investment in
the FRESH Capital Securities will entail foreign exchange-related risks due to, among other factors,
possible significant changes in the value of the euro relative to the currency by reference to which
you measure the return on your investment because of economic, political and other factors over
which Fortis has no control. Depreciation of that currency against the currency by reference to
which you measure the return on your investments could cause a decrease in the effective yield of
the FRESH Capital Securities below the Interest Rate (as defined in the Terms and Conditions of the
FRESH Capital Securities) and could result in a loss to you when the return on the FRESH Capital
Securities is translated into the currency by reference to which you measure the return on your
investment. In addition, there may be tax consequences for you as a result of any foreign exchange
gains resulting from an investment in the FRESH Capital Securities.

Validity and Enforceability of the FRESH Capital Securities under Belgian and Luxembourg Law

The FRESH Capital Securities and the Indenture are both governed by New York law. Currently,
there is no legal precedent in Luxembourg or Belgium regarding the enforceability of instruments
with terms such as those contained in the FRESH Capital Securities. However, each of the Co-obligors
believes, and has warranted in the Underwriting Agreement, that the Indenture and the FRESH
Capital Securities are valid and binding obligations of each of the Co-obligors, enforceable against
each of them (including in the courts of Luxembourg and Belgium) in accordance with their
respective terms. Investors should seek their own legal advice with respect to these issues prior to
purchasing the FRESH Capital Securities.
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Forward-Looking Information

There are statements in this offering memorandum, such as statements that include the words or
phrases “will likely result”, "“are expected to", “will continue”, "is anticipated”, "estimate”,
"project”, or similar expressions, that are “forward-looking statements’”. These statements are
subject to certain risks and uncertainties. Actual results may differ materially from those suggested
by these statements due to risks or uncertainties associated with Fortis’ expectations with respect to,
among others, its market risk evaluations or potential acquisitions, potential cost and revenue
synergies associated with acquisitions, or with respect to expansion and premium growth and
investment income or cash flow projections and, more generally, to general economic conditions,
including changes in interest rates and the performance of the financial markets, changes in
domestic and foreign laws, regulations and taxes, changes in competition and pricing environments,
regional or general changes in asset valuations, the occurrence of significant natural disasters, the
inability to reinsure certain risks economically, the adequacy of technical provisions, as well as
general market conditions, competition, pricing and restructurings.
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Capitalization
Fortis

The following table sets forth as of December 31, 2001 the capitalization of Fortis, prepared in
accordance with GAAP in accordance with Belgian law, as adjusted to give effect to the offering of
the FRESH Capital Securities offered hereby.

At December 31, 2001

(€ millions) Historical = Offering  Adjusted
Long-term debt™ ... ... 33,406 — 33,406
Convertible notes .......... . .. . 1,257 — 1,257
Subordinated liabilities . ...... ... .. ... .. .. . 10,209 1,250 11,459
Fund for general banking risks . ................ ... ... ... .. ...... 2,217 — 2,217
Minority interests ........... . 2,133 — 2,133
Net eqUItY . ... o 13,844 — 13,844
Total capitalization ....... ... .. ... ... . . 63,066 64,316

(1) Includes debts over one year for banking operations and debts over five years for insurance operations.

Except as disclosed in this offering memorandum, there has been no material change in the
capitalization of Fortis since December 31, 2001.

Luxco

The following table sets forth as of April 22, 2002 the capitalization of Luxco, prepared in
accordance with generally accepted accounting principles in Luxembourg, as adjusted to give effect
to (i) certain capitalization transactions associated with the acquisition of Fortis Shares in connection
with the offering and (ii) the offering of the FRESH Capital Securities offered hereby. Luxco is a
newly organized company established on April 22, 2002.

At April 22, 2002

(€ millions, except historical in € thousands) Historical = Offering  Adjusted
Subordinated liabilities ............ . ... ... — 1,250 1,250
Net equity ... ..o 31 1,031 1,031
Total capitalization ... ... ... . .. . 31 2,281

Except as disclosed in this offering memorandum, there has been no material change in the
capitalization of Luxco since April 22, 2002.
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Use of Proceeds

The net proceeds of the issue of the FRESH Capital Securities, before expenses, are estimated to be
approximately €1,225,000,000. Of the commissions paid and deducted from the proceeds, half will
be paid to the affiliates of Fortis acting as Joint Lead Manager. The net proceeds of the issue and
sale of the FRESH Capital Securities shall be used for general corporate purposes of the Fortis Group
and to strengthen the capital bases of the Parent Companies and their affiliates. See ""Operating
and Financial Review and Prospects—Liquidity and Capital Resources—Combined Cash Flows"'.

Market Information

On December 14, 2001 Fortis replaced the separately listed securities of Fortis (B) and Fortis (NL)
with one single listed security (the "“Fortis Share’’) which began trading on December 17, 2001. The
new share represents one share in each of the new parent companies that were established under
the restructuring (Fortis SA/NV in Belgium and Fortis N.V. in The Netherlands). The unification
proposal was approved at the extraordinary meetings of shareholders of Fortis (B) and Fortis (NL)
held on December 14, 2001. The proposal included, among other things, a legal merger between
Fortis (B) and Fortis SA/NV as well as a legal merger between Fortis (NL) and Fortis N.V., in which
the companies Fortis (B) and Fortis (NL) ceased to exist. The new parent companies are Fortis SA/NV
in Belgium and Fortis N.V. in The Netherlands. Before entering into the merger Fortis SA/NV and
Fortis N.V. transferred all their assets and liabilities, respectively, to Fortis Brussels SA/NV and Fortis
Utrecht N.V., two newly incorporated companies.

The economic rights of shareholders have not changed as a result of the unification and creation of
the Fortis Share. With effect from the financial year ended December 31, 2001 the explicit
distinction that was previously made between net equity of Fortis (B) and Fortis (NL) is no longer
made. The comparative figures have been adjusted accordingly. Financial instruments related to
either the Fortis (B) shares or the Fortis (NL) shares have been converted to instruments relating to
Fortis Shares.

All holders of the Fortis Share are shareholders of both Fortis SA/NV and Fortis N.V. As such, they
have the right to cast one vote for each Fortis Share held at the meetings of shareholders of both
parent companies. All holders of the Fortis Share have the right to choose whether they receive a
Fortis SA/NV or a Fortis N.V. dividend.

Through the Fortis Share, Fortis has a primary listing on both the Primary Market of Euronext
Brussels and the Official Segment of the stock market of Euronext Amsterdam. Fortis also has a
listing in Luxembourg and a sponsored over-the-counter ADR program in the United States.

At April 30, 2002, the Fortis Shares made up 21.67% of the total weight of the BEL 20 Index of
Euronext Brussels, based on the market price on such date of €25.48. At April 30, 2002, the Fortis
Shares made up 8.73% of the total weight of the AEX index of Euronext Amsterdam, based on the
market price on such date of €25.49.

Fortis Shares

The table below sets forth the market price and trading volume for the Fortis Shares for the periods
since it began trading on December 17, 2001. Prior to this date, the Parent Companies each had
their own separate listing.
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Fortis Shares

Euronext Brussels and
Euronext Amsterdam

Trading Volume
in Millions of

(€) High" Low" Shares?
2001
Fourth Quarter (from December 17, 2001)......... ... .. .. ... ...... 29.29 26.78 40.6
2002
First Quarter .. ... .. 29.10 24.01 306.8
Second Quarter (through April 30, 2002) .......................... 27.17 24.29 103.0

(1) Highest and lowest of Euronext Brussels and Euronext Amsterdam.

(2) Includes purchases only.

Fortis (NL)

Fortis (NL) is the legal predecessor of Fortis N.V. Euronext Amsterdam was the principal trading
market of the Fortis (NL) shares. The table below sets forth the reported quarterly high and low
guotations and trading volumes for the Fortis (NL) shares from January 11, 1999 through
December 14, 2001, as reported on the official price list (Officiéle Prijscourant) of Euronext
Amsterdam.

Fortis (NL) Shares
Euronext Amsterdam

Trading Volume
in Millions of

(€) High Low Shares'"
1999

First Quarter (from January 11, 1999) .......................... 39.20 29.78 78.2
Second QuUaArter ......... .. 35.80 30.00 78.1
Third Quarter ... .. . 33.00 26.80 109.2
Fourth Quarter ......... ... .. . . . . 35.75 29.66 97.3
2000

First Quarter . ... . . 35.21 24.88 122.8
Second Quarter ......... ... 30.50 26.42 129.0
Third Quarter ... .. . 36.42 30.49 149.6
Fourth Quarter ....... ... ... .. . . 36.75 32.36 157.8
2001

First Quarter . ... .. . . 35.75 25.56 168.0
Second QuUaArter ......... .. 30.17 27.27 148.6
Third Quarter ... . . 31.24 20.85 144.8
Fourth Quarter (through December 14, 2001) .................. 29.38 25.10 144.2

(1) Includes purchases only.

Fortis (B)

Fortis (B) is the legal predecessor of Fortis SA/NV. Euronext Brussels was the principal trading market
of the Fortis (B) shares. The table below sets forth the reported high and low quotations and
trading volume for Fortis (B) shares for each year from 1999 through December 14, 2001 as reported
on the official price list of Euronext Brussels.
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Fortis (B) Shares
Euronext Brussels

Trading Volume
in Millions of

€ High Low Shares"
1999

First Quarter ... .. . 38.25 32.30 72.6
Second QUAItEr . ... . 34.41 29.31 60.0
Third Quarter ... .. 33.28 27.50 62.2
Fourth Quarter . .......... . 35.82 29.84 75.1
2000

First Quarter ... .. . . 35.20 24.71 98.6
Second QuUArter ... ... .. 30.48 26.41 76.4
Third Quarter .. ... . 36.24 30.20 71.3
Fourth Quarter ... .. . . 36.82 32.30 73.8
2001

First Quarter . ... .. 35.75 25.52 100.8
Second QUAItEr . ... .o 30.35 27.32 79.0
Third Quarter . ... .. 31.25 20.26 95.3
Fourth Quarter (through December 14, 2001) .................. 29.35 25.08 834

(1) Includes purchases only.

Exchange Rate Information

Fortis presents its consolidated financial statements in euro. The following table shows certain
information concerning the exchange rate between the euro and U.S. dollars (from January 1, 1999).
Since January 1, 1999 the euro has been the legal currency of the twelve states in the European
Union participating in the Economic and Monetary Union. Beginning January 1, 2002 these member
states have issued new euro-denominated bills and coins for use in cash transactions, and by July 1,
2002, the respective national currencies will no longer be legal tender for any transactions.

Year Period-end Average

€ per US$1.00 Rate Rate" High Low
2002 (through April 30, 2002) ........................ 1.1101 1.1375 1.1658 1.1064
2007 . . 1.1347 1.1172 1.1952 1.0445
2000, . . 1.0747 1.0854 1.2118 0.9626
1999 . 0.9954 0.9387 0.9985 0.8481

(1) The average of the applicable exchange rates on the last business day of each month during the relevant period.

These rates are provided solely for the convenience of investors and are not necessarily the rates
used by Fortis in the preparation of its consolidated financial statements. For a list of rates actually
used, see the consolidated financial statements included elsewhere in this offering memorandum.
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Dividend Policy

The dividend policy of Fortis is, in principle, to pay out between 40% and 45% of Fortis’ combined
profit to the shareholders. The payment and amount of dividends, however, is dependent upon
Fortis' results of operations, financial condition, cash requirements, future prospects and other
relevant factors. Fortis can provide no assurances that Fortis will declare and pay any dividends in
the future.

The table below sets forth, in respect of the years indicated, the amount of dividends paid on the
Fortis Share. The stated figures for 2000 and 1999 in the table below relate to the dividend paid on
the Fortis (NL) and Fortis (B) shares (the predecessor companies to Fortis N.V. and Fortis SA/NV,
respectively).

Year Ended December 31,

2001
(€ per share) (proposed) 2000 1999
Fortis
Dividends per share .......... ... ... i i 0.88" 088 0.76

(1) Shareholders will vote on the proposed dividend for the year 2001 during the General Meetings of Shareholders of Fortis SA/NV
and Fortis N.V. to be held on May 29, 2002.
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Luxco

Incorporation and Registered Office

Fortfinlux S.A. ("Luxco’) is a company with limited liability (société anonyme) under Luxembourg
law established in Luxembourg and registered with the Register of Commerce and Companies kept
at the District Court of Luxembourg under number Luxembourg B-86976. The registered office of
Luxco is located at Rue Aldringen 14, L-1118 Luxembourg.

Luxco was established and registered on April 22, 2002.

The Articles of Association of Luxco will be published in the Luxembourg Official Gazette
(““Mémorial C'') on May 2, 2002.

Activities

Luxco was established to obtain financing through the issuance of the FRESH Capital Securities.
Luxco has no employees. It has no trading activities.

In connection with offering of the FRESH Capital Securities, Luxco will enter into the Underwriting
Agreement with the Parent Companies and the initial purchasers of the FRESH Capital Securities,
J.P. Morgan Securities Ltd. and Fortis Bank SA/NV (together the Joint Lead Managers), and will also
enter into the Indenture, the Escrow Agreement and the Pledge Agreement, all as further described
in this offering memorandum.

Business Purposes

The primary business purpose of Luxco is to finance the business operations of the Parent
Companies and other eligible companies within the Fortis Group.

According to its articles of incorporation, Luxco may:

e hold participations, in any form whatsoever, in Luxembourg and foreign companies, the
acquisition by purchase, subscription, or in any other manner as well as the transfer by sale,
exchange or otherwise of stock, bonds, debentures, notes and other securities of any kind,
the possession, the administration, the development and the management of its portfolio.

e participate in the establishment and development of any financial, industrial or
commercial enterprises and may render any assistance by way of loan, guarantees or
otherwise to subsidiaries and affiliated or group companies and to non group companies.
The corporation may borrow in any form, proceed to the issuance of bonds and other
securities, enter into any and all financial transactions whatsoever including foreign
exchange, interest rate and other swaps, options and other derivative transactions.

e take any controlling and supervisory measures and carry out any financial, movable or
immovable, commercial and industrial operation which it may deem useful in the
accomplishment and development of its purpose.
Directors
The directors of Luxco are:
¢ Michel Baise (Chairman),
e Jean Paul Quoilin,
e Harry Leijssen,
¢ Edward Bruin, and

e Gérard Birchen.
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Share Capital

The authorized share capital of Luxco is €500,000,000 divided into 50,000,000 ordinary shares with a
nominal value of €10 each.

As of the date of this offering memorandum, the subscribed share capital of Luxco is €31,000,
consisting of 3,100 ordinary shares, having a par value of €10 each. All of these shares have been
issued and are fully paid up.

3,099 shares are held by Fortis Brussels SA/NV and one share is held by FGF Lux SA, a company
incorporated under the laws of Luxembourg. FGF Lux SA is an indirect, wholly-owned subsidiary of
Fortis.

It is expected that on May 3, 2002, the share capital of Luxco shall be increased from €31,000 to
€38,500 by the issuance of 750 fully paid ordinary shares with a nominal value of €10 each plus a
share premium of €1,030,564,381.26.

The board of directors of Luxco is prohibited from issuing preference shares under the authorised
capital pursuant to Luxco's articles of incorporation.
Financial Information

Since the date of incorporation, no financial statements of Luxco have been prepared. The financial
year end of Luxco is December 31. The statutory auditors (""Commissaire aux Comptes'’) of Luxco are
PricewaterhouseCoopers, Route d’Esch 400, L-1471 Luxembourg.
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Selected Financial and Statistical Data

The financial information for the years ended and as of December 31, 2001, 2000 and 1999 set forth
below is derived from Fortis’ consolidated financial statements, which have been prepared in
conformity with GAAP in accordance with Belgian law. The consolidated financial statements for
2001, 2000 and 1999 have been jointly audited by KPMG Accountants N.V. and
PricewaterhouseCoopers Réviseurs d'Entreprises S.C.C.R.L., independent public accountants for Fortis
N.V. and Fortis SA/NV, respectively. The unaudited pro forma 1997 financial data and the audited
1998 financial data are derived from Fortis’ pro forma and historical consolidated financial
statements included in Fortis’ 1999 Annual Report. Beginning in 2001, Fortis is reporting net
operating profit, which is Fortis’ net profit before inclusion of certain non-operating items after
taxation. Fortis restated 2000 and 1999 to give effect to this presentation which has no effect on
net profit. The years 1998 and pro forma 1997 have not been restated to give effect to this
presentation.

The historical and pro forma data set out below are only a summary. You should read it in
conjunction with the financial statements and related notes for the years ended December 31, 2001,
2000 and 1999 and "“Operating and Financial Review and Prospects” included elsewhere in this
offering memorandum.

Amounts from 1997 and 1998 have been restated from the European Currency Unit into the euro
using the conversion rate at January 1, 1999 of one-to-one.

Year Ended December 31,

(€ millions) 2001 2000 1999 1998 1997
(Audited) (Unaudited
Pro forma)
Income Statement Data
Insurance premiums........................ 18,162 15,784 12,527 9,981 8,317
Interest Income . .......... .. ... ... ... ... 23,765 25,713 20,822 19,747 19,178
Commissionsand fees ...................... 1,978 2,164 1,832 1,660 1,361
Result from financial transactions ........... (1,307) 490 2,732 2,789 1,750
Otherrevenues .............. ... ... ........ 2,660 2,917 2,665 1,943 1,689
Total revenues ............. ... ... ... ....... 45,258 47,068 40,578 36,120 32,295
Interest expense ........... ... ... ... .. (16,914) (19,403) (14,706) (13,944) (13,510)
Total revenues, net of interest expense. ... .. 28,344 27,665 25,872 22,176 18,785
Technical charges insurance................. (13,440) (13,464) (13,797) (10,834) (8,867)
Value adjustments ......................... (626) (620) (547) (872) (557)
Netrevenues ........ ... ... ... ... ........ 14,278 13,581 11,528 10,470 9,361
Operating expenses ...............ooovn.... (10,785) (9,964) (8,489) (7,863) (7,144)
Operating result before taxation............ 3,493 3,617 3,039 2,607 2,217
Taxation....... ... ... .. . ... (1,049) (1,044) (893) (778) (655)
Operating group profit..................... 2,444 2,573 2,146 1,829 1,562
Minority interest. .......... ... ... .. ..., (177) (217) (183) (169) (282)
Net operating profit ....................... 2,267 2,356 1,963
Non-operating items after taxation ......... 331 412 353
Net profit before extraordinary results ...... 2,598 2,768 2,316 1,660 1,280
Extraordinary results after taxation ......... — — — 202 —
Net profit .............. .. ................. 2,598 2,768 2,316 1,862 1,280
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Year Ended December 31,

(€ millions, except percentages) 2001 2000 1999 1998 1997
(Audited) (Unaudited
Pro forma)
Balance Sheet Data
Assets:
Cash ... ... 5,094 6,110 3,660 3,675 1,228
Trading securities ........................ 19,447 13,363 9,899 7,112 5,733
Investments .......... ... . ... ... ..., 147,676 134,203 127,382 115,096 97,459
Loans and advances to credit institutions . . 63,762 62,383 81,970 58,098 55,502
Loans and advances to customers ......... 176,834 162,093 139,422 122,213 112,259
Reinsurers’ share of technical provisions . .. 6,891 4,944 4,232 2,107 1,881
Deferred acquisition costs ................ 2,964 3,298 2,081 1,333 1,204
Prepayments and accrued income ......... 19,845 17,038 13,157 10,883 10,264
Investments on behalf of policyholders .. .. 23,567 22,013 16,210 11,201 8,185
Otherassets .................. ..., 16,890 12,638 8,096 8,544 6,809
Totalassets . ............. ... . ... 482,970 438,083 406,109 340,262 300,524
Liabilities:
Amounts owed to credit institutions ...... 96,337 94,174 116,992 81,114 63,600
Amounts owed to customers ............. 179,687 145,752 134,963 125,164 121,785
Debt certificates ................... .. ..., 50,896 43,761 35,943 36,456 36,867
Technical provisions . ..................... 59,533 56,130 44,613 37,055 32,657
Technical provisions related to investments
on behalf of policyholders................ 23,085 21,690 15,824 10,913 7,900
Accruals and deferred income ............ 19,773 15,824 12,236 9,783 8,348
Other liabilities .......................... 23,999 31,865 19,523 18,805 11,752
Convertible notes . ....................... 1,257 1,257 1,256 681 —
Subordinated liabilities . .................. 10,209 8,231 6,906 6,294 5,732
464,776 418,684 388,257 326,265 288,641
Fund for general banking risks ........... 2,217 2,043 1,861 1,706 1,328
Minority interests in group equity ........ 2,133 2,159 2,483 1,026 1,570
Netequity.............. . i 13,844 15,197 13,508 11,265 8,985
GrouUp €QUILY . .. .ovoe oo 15,977 17,356 15,991 12,291 10,055
Total liabilities............................. 482,970 438,083 406,109 340,262 300,524
Statistical Data (at period end)
Group ratios:
Return on netequity..................... 17.9% 20.0% 18.7% 16.4% 12.5%
Returnonassets ......................... 0.5% 0.7% 0.6% 0.6% 0.4%
Average equity to average assets ......... 3.2% 3.4% 3.3% 3.2% 3.4%
Banking ratios:
Tier 1 capital ratio ....................... 8.5% 7.3% 7.6% 7.7% 7.0%
Total capital ratio........................ 13.5% 11.8% 12.2% 10.9% 10.5%
Costincomeratio........................ 68.3% 66.4% 66.3% 63.6% 67.4%
Insurance data:
Embedded value®™ ....................... 10,291 11,034 — — —
Claimsratio ............................. 60.0% 61.9% 66.2% 68.4% 66.3%
Combinedratio.......................... 103.0% 105.4% 108.2% 112.8% 109.7%

(1) Fortis published embedded value for its life business for the first time in 2001. Only 2000 and 2001 are available. Embedded value
is an estimate of the economic value of a life company, excluding any value attributed to future new business. Embedded value at
December 31, 2000 includes FFG sold during 2000 (embedded value at December 31, 2000 excluding FFG was €10,434 million) and
embedded value at December 31, 2001 is after giving effect to proposed dividends by the life insurance companies to the Parent

Companies.

For a discussion of the important trends affecting Fortis’ results of operations, see ""Operating and

Financial Review and Prospects—Overview"'.
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Operating and Financial Review and Prospects

The following review and analysis should be read together with Fortis’ consolidated financial
statements and the related notes included elsewhere herein. The consolidated financial statements
have been prepared in conformity with GAAP in accordance with Belgian law.

Overview
General Market Conditions

Fortis’ results of operations are affected by general economic conditions, including economic cycles,
insurance industry cycles particularly with respect to non-life insurance, the financial markets,
banking industry cycles and fluctuations in interest rates and exchange rates, monetary policy,
demographics, particularly with respect to life insurance, and competitive factors.

Demographic studies suggest that over the next decade there will be continued growth in the
number of individuals who enter the age group which management believes is most likely to
purchase retirement-oriented life insurance products in Fortis’ principal life insurance markets of the
Benelux. In addition, in a number of European markets, including The Netherlands and Belgium,
retirement, medical and other social benefits previously provided by governments have been, or are
expected in the coming years to be, curtailed, which management believes will increase
opportunities for private sector providers of life insurance, health, pension and other social benefits-
related insurance products. Management believes that Fortis’ insurance distribution networks, the
quality and diversity of its products and its asset management expertise in many of these markets,
particularly in the Benelux, position Fortis to benefit from these demographic developments.
Conditions in the non-life insurance markets in which Fortis operates are cyclical, and characterized
by periods of price competition, fluctuations in underwriting results and the occurrence of
unpredictable weather-related and other losses.

Revenues and net profit from Fortis’ banking operations may vary from year to year depending on
fluctuations in interest rates, changes in market conditions and business cycles. Operating results
and income from Fortis’ investment banking, securities trading and brokerage activities may vary
significantly from year to year depending on market conditions. Market conditions in Fortis’
principal markets of Europe and the United States became increasingly volatile during the second
half of 1998 due to unsettled market conditions, particularly in the emerging markets of Asia and
Latin America. Financial markets generally recovered in 1999 and into the first quarter of 2000 with
stock exchanges again recording record high levels but increasing volatility in the rest of 2000 and
through 2001 adversely impacted the financial markets. Certain sectors of the stock market have
seen significantly lower valuations, particularly technology, media and telecom stocks and stock
markets generally declined during the remainder of 2000 and through September 2001, with further
significant declines triggered by the terrorist attacks on New York City and Washington D.C. on
September 11, 2001. Increased volatility impacted the fixed income markets and 2001 saw
continuing weakness in most stock market indices and generally weakening global economic
conditions, even prior to the events of September 11, 2001. Since September 11, 2001 market indices
have generally recovered from the market lows which occurred immediately after September 11,
2001, but significant volatility has remained.

Fortis' asset management performance as well as its investment banking, securities trading and
brokerage activities significantly improved in 1999 following the negative impact of market declines
which occurred in 1998. In 2000, strong markets at the beginning of 2000 contrasted with declining
indices for most of the remainder of the year. For 2001, overall market trends continued to be
negative although, as noted above, market indices generally recovered from the lows arising
immediately after September 11, 2001 by the end of 2001. Although the overall market declines
have had an adverse impact on Fortis’ investment portfolio, significant unrealized gains remain in
the portfolio. Market volatility could have negative impacts on future periods. Such volatility and
declines in market indices may also adversely affect unrealized gains in the various portfolios or the
excess solvency margin of Fortis’ insurance subsidiaries. The significant declines in equity prices
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immediately following the events in New York City and Washington D.C. had such an impact. See
""—Liquidity and Capital Resources—Insurance Cash Flows". Euronext Amsterdam’s AEX Index
declined by 20% in 2001 and by 5% in 2000, and grew by 25% in 1999, 30% in 1998 and 41% in
1997. Euronext Belgium BEL 20 index declined by 8% in 2001, by 9% in 2000 and 5% in 1999, and
grew by 45% in 1998 and 28% in 1997.

Interest Rate Fluctuations

Changes in interest rates, including changes in the yield curve, can affect Fortis’ banking and
insurance results of operations. Over the past several years, movements in both short and long-term
interest rates have affected the level and timing of recognition of gains and losses on securities held
in Fortis’ investment portfolios. Generally, a sustained period of lower interest rates will reduce the
investment yield of the interest-earning assets investment portfolios of Fortis’ insurance and banking
companies over time as higher-yielding investments are called or mature and the proceeds of these
investments are reinvested at lower rates. However, declining interest rates can lead to higher
returns from Fortis’ banking operations if interest-earning assets reprice more slowly than interest-
bearing liabilities or the volume of average interest-earning assets grows as a result of higher
amounts of credit demand. Declining interest rates also typically increase demand for mutual funds
and investment-linked insurance products. Conversely, rising interest rates should over time increase
investment income but may reduce the market value of existing investments in Fortis’ portfolios.
This can also lead to higher returns from Fortis’ banking operations if interest-earning assets reprice
faster than interest-bearing liabilities or the interest rate spread widens, assuming these effects are
not offset by lower volumes of average interest-earning assets as a result of lower levels of credit
demand or a deterioration in the quality of Fortis' loan portfolio or an increase in provisions for
possible credit risk.

As a result of the implementation of EMU and introduction of the euro, during the lead up to the
introduction of the euro there was a consistent downward trend in interest rates in Fortis’ core
Benelux markets and the EU generally. During 2000 the European Central Bank increased rates by
150 basis points to 4.75%. The rates are now fixed at 3.75% after a 25 basis point reduction
implemented on May 11, 2001, a further 25 basis point reduction on August 30, 2001 and a 50 basis
point reduction on September 17, 2001 in response to increased uncertainty about the U.S. and the
world economy following the terrorist attacks in New York City and Washington D.C. It is generally
expected that interest rates will remain at these lower levels than has been the case historically, at
least in the short term. In the United States interest rates are at all time lows after a series of
significant reductions by the U.S. Federal Reserve in response to weak economic conditions and the
events of September 11, 2001.

The impact of interest rate fluctuations on Fortis’ life insurance business is reduced in part by
product design which operates to transfer partly or entirely from Fortis to the policyholder the
exposure to interest rate movements. Examples of such products include investment-linked
individual policies and segregated fund pension plans in group business. At December 31, 2001,
approximately 32% of Fortis’ insurance investment portfolio consisted of investments relating to
insurance policies where gains or losses arising from interest rate fluctuations are entirely for the
risk of policyholders. 39% of life gross premium income in 2001 was attributable to unit-linked
products. In addition, in many markets Fortis sells profit sharing life insurance policies, where profit
sharing may be based either on total profits or excess interest margins to policyholders.

In Europe, however, Fortis has a substantial historic portfolio of contracts with guaranteed
investment returns, including returns of 4.75% in Belgium. In response to low levels of interest
rates, Fortis established additional technical provisions for its life business during 1998 of

€521 million (after tax). At December 31, 2001 total additions to this provision included in the
balance sheet was €1,341 million. Although Fortis has lowered its guaranteed rate of return on
certain contracts written after December 31, 1998 to 3.25% in Belgium, if interest rates are below
4.00% for any sustained period, the low level of interest rates could require Fortis to significantly
increase the levels of provisions required for products with higher guaranteed returns. While
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product design reduces the interest rate sensitivity of Fortis’ insurance operations, changes in
interest rates will impact such business to the extent they result in changes to interest income and
to the extent they affect the levels of new product sales or surrenders and withdrawals of the
business in force. To the extent interest rates decline or remain at low levels, the reduced returns on
investments can also affect the margins on products, particularly products with a guaranteed return.

Fortis’ investment banking, securities trading and brokerage activities are significantly affected by
the levels of activity in the securities markets, which in turn may be affected by, among other
factors, the level and trend of interest rates. Results of asset management activities may also be
affected by interest rates, since management fees are generally based on the value of assets under
management, which fluctuates with changes in the level of interest rates.

Exchange Rate Fluctuations

Following the introduction of the euro on January 1, 1999, Fortis is no longer subject to exchange
rate fluctuations with respect to currencies of participating member states, including the Belgian
franc and Dutch guilder. Fortis will, however, remain subject to exchange rate fluctuations with
respect to other currencies, including the euro/U.S. dollar exchange rate.

Changes in the Composition of Fortis Impacting Historical Financial Information

Fortis has made significant acquisitions in each of 1999, 2000 and 2001. In 1999 Fortis paid

€2.6 billion for the acquisition of American Bankers Insurance Group Inc. (“ABI"’). In 2000 Fortis
acquired substantially all the remaining equity it did not already own in BGL and made certain
other smaller acquisitions for total investment of approximately €2 billion. At the end of December
2000 Fortis acquired ASR (principally using Fortis Shares) for total consideration of €3.4 billion. Fortis
also bought back shares in an aggregate amount of €1.2 billion. In April 2001 Fortis sold FFG in the
United States for approximately €1.3 billion in cash. In 2001 Fortis also sold its Australian general
insurance subsidiary for approximately €200 million. At the year-end 2001 Fortis acquired the Dental
Benefits Division from Protective Life Corporation for approximately €350 million. Fortis also made
several smaller acquisitions and investments in 2001.

Solvency

Fortis defines a lower and upper limit for its solvency position. At the end of 2001, the net core
capital amounted to €19,194 million, which is 16% above the minimum level of €16,557 million and
10% below the maximum of €21,254 million. See "“"—Liquidity and Capital Resources—Combined
Cash Flows"'.

Consolidated Financial Statements
Preparation of Consolidated Financial Statements

Fortis has opted for consortium accounting through which the financial statements of Fortis SA/NV
and Fortis N.V. are consolidated. The consolidated financial statements are prepared in accordance
with the applicable legal and regulatory requirements in Belgium, which is referred to in this
offering memorandum as GAAP in accordance with Belgian law. Fortis has, as described in the
disclosures and the accounting principles, both in terms of presentation and content, applied a
number of options applicable in the law for consortium by taking into account art. 11782 of the
Belgian Code of Companies, in order to reflect in a most reliable manner in its financial statements
the bank and insurance activities. To emphasize that Fortis is an integrated financial service
provider, Fortis chose an integrated presentation of its consolidated balance sheet and profit and
loss account. Separate schedules included in the consolidated financial statements and below give a
split of the balance sheet and profit and loss account by segment (insurance and banking). The
notes to the balance sheet and the profit and loss account are also given by segment. Fortis
prepares its balance sheet prior to appropriation of profit. The appropriation of profit will be
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recorded at the time of the General Meeting of Shareholders and the adoption of the proposed
appropriation of profit and once the shareholders have elected their source of dividend.

Beginning in 2001 Fortis is showing net operating profit, which is net profit before giving effect to
certain exceptional non-operating items which previously were included within various line items of
the income statement. Management believes this presentation provides better insight into the
company'’s operating performance. These non-operating items are related to:

¢ the sale of (non-consolidated) participating interests with a strategic character or the sale
of participating interests whereby the sale is initiated by a third party;

* the sale of consolidated activities;
e the release of certain provisions;
e the creation of provisions in connection with significant reorganizations; and

e changes in deferred taxes in connection with the change in tax rates.

Comparability of Results
2001 Compared to 2000

Results for 2001 compared to 2000 will not be directly comparable for the following principal
reasons:

e 2001 includes ASR Verzekeringsgroep (ASR) which was merged with AMEV Nederland
effective from April 25, 2001 to create AMEV Stad Rotterdam Verzekeringsgroep (ASR) N.V.
("AMEV Stad Rotterdam’), the second-largest insurer in The Netherlands. Fortis acquired ASR
in December 2000. Accordingly, ASR is not included in the results for 2000.

e The sale of FFG in the United States to Hartford Life, Inc. in April 2001.

e The inclusion of American Memorial Life Insurance Company ("AMLIC") for all of 2001
compared to only three months in 2000.

* Fortis’ Australian activities were sold, effective in the third quarter of 2001.

2000 Compared to 1999
Results for 2000 compared to 1999 will not be directly comparable for the following reasons:

e The year 2000 includes a full year of operations of ABI, compared to only four and a half
months in 1999.

e The acquisition of Northern Star, a provider of motor, household and other retail
insurances in the UK was included for the whole of 2000 but only from May in the prior
year, 1999.

* Minority interest was impacted by Fortis’ increase in ownership of Banque Générale du
Luxembourg (BGL) in March 2000 from 53.0% to 97.7%.

e The sale of Fortis Long Term Care in the United States to John Hancock Life Insurance
Company in March 2000.

Embedded Value

As part of its 2001 results, Fortis published for the first time the Embedded Value of its life
insurance business. Embedded Value of life insurance operations provides additional information on
the value of the in-force contracts and the value of new business. Embedded Value is an estimate of
the economic value of a life company, excluding any value attributed to future new business. The
changes in a company’s embedded value from year to year after adjustment for any dividends paid
or capital injected, provide a measure of the profitability of the company’s life insurance business.
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As Fortis has only begun showing Embedded Value in 2001, the years prior to 2000 have not been
calculated. See “—Embedded Value".
Consolidated Results of Operations

The consolidated income statement for the years ended December 31, 2001, 2000 and 1999 are set
forth below.

Year Ended December 31,

(€ millions) 2001 2000 1999
Life 10,197 8,993 7,030
NoN-life ..o 7,965 6,791 5,497
Total insurance premiums........... ... ... i 18,162 15,784 12,527
Interest income . ... . ... 23,765 25,713 20,822
Commissions and fees . ........ ... . . . 1,978 2,164 1,832
Results from financial transactions .......... ... ... ... ... ... ... (1,307) 490 2,732
Other revenues ............ .. . . 2,660 2,917 2,665
Total revenues . ........... .. e 45,258 47,068 40,578
Interest eXPeNnsesS . ... ... (16,914) (19,403) (14,706)
Total revenues, net of interest expense ......................... 28,344 27,665 25,872
Technical charges insurance ............. .. ... ... .oiiuiiiii. (13,440) (13,463) (13,797)
Value adjustments. ............ ... (626) (620) (547)
Net revenues ... ... .. . . 14,278 13,582 11,528
Operating eXPeNSES .. ...ttt (10,785) (9,964) (8,489)
Operating result before taxation ............................... 3,493 3,618 3,039
Taxation .. ... .. (1,049) (1,044) (893)
Operating group profit ............ .. ... ... ... 2,444 2,574 2,146
Minority interest ....... ... . . . (177) (218) (183)
Net operating profit......... . ... . . 2,267 2,356 1,963
Non-operating items after taxation.......................... ... 331 412 353
Net profit ... ... . . 2,598 2,768 2,316

2001 Compared to 2000

Total revenue, net of interest expense, increased by 2% to €28,344 million in 2001 compared to
€27,665 million in 2000. The increase was attributable to an increase in total revenue, less interest
expense, in insurance of 2% and an increase in total revenue, less interest expense, in banking of
3%. Revenue growth in insurance was attributable to growth in premium income, offset in large
part by a significant decline in results from financial transactions. The increase in banking revenue
was attributable to improved interest margin and income from leasing activities offset in large part
by a decrease in commissions and fees and venture capital.

Operating result before taxation decreased by 3% in 2001 compared to 2000 primarily due to higher
increases in operating expenses than net revenues, both in the insurance and banking operations.
Insurance result decreased by 6% to €1,667 million primarily due to overall lower capital gains,
lower investment income together with financing costs on the ASR acquisition, partly offset by
strong technical results, mainly in accident and health. Banking result decreased by 4% in 2001 to
€1,998 million, primarily due to higher staff costs and lower commissions and fees, lower venture
capital income in 2001 compared with 2000 and partly offset by higher interest margin.

The overall effective tax rate in 2001 was 30.0% compared to 28.9% in 2000. The effective tax rate
for 2001 increased due to lower tax-exempt income in 2001 compared to 2000.

Minority interests decreased by 19% in 2001 compared to 2000, principally due to the acquisition of
most of the remaining BGL shares in late 2000.
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Net operating profit decreased by 4% in 2001 compared to 2000 due mainly to the higher expense
levels compared to revenue growth. Non-operating items showed a profit of €331 million in 2001
compared to a profit of €412 million in 2000. The non-operating items in 2001 consisted of

€511 million in non-operating capital gains offset by certain provisions mainly for personnel
reduction plans (2000: €248 million in non-operating capital gains and €164 million due to release of
millenium provisions). Net profit decreased 6% due mainly to the decrease of operating result
before taxation and reorganization provisions taken in the fourth quarter of 2001. Approximately
25% of the reorganization provision will be used in the insurance business. The remaining 75% will
be used in the banking business to cover agreements concluded with the works councils and unions
concerning early retirement.

Return on equity, which measures the return generated on shareholders’ equity in the company,
decreased to 17.9% in 2001 from 20.0% in 2000, principally due to less net profit. Fortis seeks to
achieve a return on equity of at least 15% on an annual basis.

2000 Compared to 1999

Total revenue, net of interest expense, increased by 7% to €27,665 million in 2000 compared to
€25,872 million in 1999. The increase was attributable to an increase in total revenue, net of interest
expense, growth in insurance of 6% and an increase of total revenue, net of interest expense, in
banking of 9%. Revenue growth in insurance was attributable to growth in premium income, offset
in large part by a significant decline in results from financial transactions. The revenue increase in
banking was attributable in large part to increased commissions and fees and an increase in results
from financial transactions.

Operating result before taxation increased by 19% in 2000 compared to 1999 primarily due to
better operating result in the insurance and banking operations. Insurance result increased by 39%
to €1,768 million primarily due to the strong increase in premium income, releases of the low rate
interest rate reserve and higher realized capital gains, as well as a full year of contribution from
ABI. Banking result increased by 7% in 2000 to €2,075 million, primarily due to increased net
commission income and an increase in the results from financial transactions.

The overall effective tax rate in 2000 was 28.9% compared to 29.4% in 1999. The effective tax rate
for 2000 decreased due to higher levels of tax-exempt income in 2000 compared to 1999 related to
gains on sale of shares.

Minority interests increased by 19% in 2000 compared to 1999, principally due to the issue of capital
securities of US$550 million in the United States in March 2000, the issue of capital securities of
€650 million in April 1999 and the issue of €650 million in preference shares in June 1999.

Net operating profit increased by 20% in 2000 compared to 1999. Non operating items showed a
profit of €412 million in 2000 compared to a profit of €353 million in 1999. The non operating items
in 2000 consisted of €249 million in non operating capital gains and a release of provisions related
to the millennium risk of €163 million (1999: €353 million of non-operating capital gains). Net profit
improved due to better operating result in insurance and banking.

Return on equity increased to 20% in 2000 from 18.7% in 1999, principally due to higher net profit.

Line of Business Reporting

General

Fortis included for the first time as part of its 2001 results, financial data based on its new
management structure and line of business reporting. In its insurance business, the presentation is
largely consistent with Fortis’ geographic presentation as set forth below in the discussion of results
of operations for the years ended December 31, 2001, 2000 and 1999. The main difference is that in
Belgium the line of business information does not include Fortis Bank Insurance (“’FB Insurance"’),
Fortis’ bancassurance channel in Belgium, as FB Insurance is included within the Network Banking
line of business in the banking sector. FB Insurance’s results, however, continue to be included in
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the full results for the insurance segment. As a result the financial data presented by line of
business will not correspond directly to the insurance and banking financial data by sector.

Insurance line of business results include:
¢ Insurance Netherlands (AMEV Stad Rotterdam)
e Insurance Belgium (Fortis AG)
¢ Insurance International (Rest of World)
¢ Insurance United States (Fortis, Inc.).
Banking line of business results include:
e Network Banking (including FB Insurance results)
* Merchant Banking
e Private Banking and Asset Management.

Set forth below is some key information regarding each line of business as it was presented in
Fortis’ Annual Review. As the factors which impact the lines of business results are discussed in
detail in the full review of results of operations below, Fortis has not included any such discussion
with the following line of business information.

Insurance Netherlands

The following table sets forth selected unaudited summary financial information for Fortis’ line of
business Insurance Netherlands for the periods indicated. ASR results are not included in the
consolidated 2000 results.

Year Ended

December 31,
(€ millions, except percentages and employee numbers) 2001 2000

(Unaudited)
Gross written life premiums ... .. .. 3,457 1,566
Gross written non-life premiums ... ... ... 1,702 522
Net operating profit ... ... . 472 400
Costs/Gross Written premiums ... ... .. 14% 22%
FTEs end of period Y ... 5269 5,359
Combined ratio non-life . ... ... ... . . 100% 103%

(1) FTE means “full time equivalents” and includes ASR.

Insurance Belgium

The following table sets forth selected unaudited summary financial information for Fortis’ line of
business Insurance Belgium for the periods indicated. As noted above, for purposes of this line of
business information, the following financial data does not include FB Insurance which is included
with Network Banking in the banking segment.

Year Ended

December 31,
(€ millions, except percentages and employee numbers) 2001 2000

(Unaudited)
Gross written life premiums . ... .. ... 1,568 1,378
Gross written non-life premiums .................. . 786 739
Net operating profit . ... 252 249
Costs/Gross written premiums ... ... 10% 12%
FTEs end of period . ... ... .. 3,272 3,243
Combined ratio non-life . ... ... . . 107% 108%




Insurance International

The following table sets forth selected unaudited summary financial information for Fortis’ business
line Insurance International for the periods indicated.

Year Ended

December 31,
(€ millions, except percentages and employee numbers) 2001 2000

(Unaudited)
Gross Written Life Premiums. . ... ... ... . . e 1,635 1,755
Gross Written Non-life Premiums. . ....... ... . ... . . . . . . . . . 1,035 1,045
Net operating profit ....... . ... .. . . 91 108
Costs/Gross Written Premiums . ... ... ... 9% 8%
FTEs end of period . ... ... .. . 3,150 3,402
Combined ratio non-life . ... ... .. . . . . 100% 102%

Insurance United States

The following table sets forth selected unaudited summary financial information for Fortis’ business
line Insurance United States for the periods indicated. This financial data relates to Fortis, Inc.

Year Ended

December 31,
(€ millions, except percentages and employee numbers) 2001 2000

(Unaudited)
Gross written premiums life ....... ... ... 1,672 1,773
Gross Written premiums non-life .......... .. ... .. . . . ... 6,922 6,921
Net operating profit ... ... 209 300
Costs/Gross Written premiums . ... ... e 16% 16%
FTEs end of period. ... ... . . . 11,120 10,723

Network Banking

The following table sets forth selected unaudited summary financial information for Fortis’ line of
business Network Banking for the periods indicated. Network Banking includes FB Insurance.

Year Ended
December 31,
(€ millions, except percentages and employee numbers) 2001 2000
(Unaudited)
Net operating profit ... ... ... ... 868 853
FTEs end of period. ... ... 22,604 22,906
Automation rate (Belgium)™™ .. ... 80% 76%

(1) Automation rate: number of electronic transactions (three month figures) as a percentage of total transactions on behalf
of clients.

The following table sets forth selected unaudited summary financial information for FB Insurance
for the periods indicated.

Year Ended

December 31,
(€ millions, except percentages and employee numbers) 2001 2000

(Unaudited)
Gross written premiums life ... .. ... . 2,350 3,260
Gross written premiums non-life . ......... .. ... ... 152 144
Combined ratio non-life . ... ... .. 86 94
FTEs (end of period) ........ ... 756 756
Penetration of insurance (Belgium)™ . ... ... ... .. 43% 42%

(1) Penetration rate: number of clients with at least one insurance contract as a percentage of the total number of clients.

46



Merchant Banking

The following table sets forth selected unaudited summary financial information for Fortis’ line of

business Merchant Banking for the periods indicated.

Year Ended
December 31,
(€ millions, except employee numbers) 2001 2000
(Unaudited)
Net operating profit ... ... o 416 413
FTEs end of period . ... ... ... 2,735 2,643

Private Banking and Asset Management

The following table sets forth selected unaudited summary financial information for Fortis’ line of
business Private Banking and Asset Management for the periods indicated.

Private Banking and

Asset
Asset Management Private Banking Management
Year Ended Year Ended Year Ended
December 31, December 31, December 31,
2001 2000 2001 2000 2001 2000
(Unaudited) (Unaudited) (Unaudited)
Net operating profit (€ millions)........ 131 266 85 176 45 90
Assets under management (€ billions) .. 145 158 60 67 85 91
FTEs end of period .................... 3,043 3,192 2,346 2,431 688 761
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Insurance
The following table sets forth selected financial information for Fortis’ combined insurance
operations for the years ended December 31, 2001, 2000 and 1999.

Year Ended December 31,

(€ millions) 2001 2000 1999
Life . 10,197 8,993 7,030
Non-life . ... . 7,965 6,791 5,497
Total insurance premiums™ . ... 18,162 15,784 12,527
Interest income . ... ... e 3,158 2,533 2,275
Results from financial transactions .. ........... ... .. .. ... ....... (2,309) (536) 2,025
Other revenues . ... 1,746 2,228 1,930
Total revenues. . ... 20,757 20,009 18,757
Interest eXPEeNSE . ... .. (688) (314) (201)
Total revenues, net of interest expense .......................... 20,069 19,695 18,556
Technical charges insurance ................ ... i, (13,440) (13,463) (13,797)
Net revenues . ... . 6,628 6,232 4,759
Operating eXPeNSES . . ...\ttt e (4,962) (4,4064) (3,488)
Operating result before taxation ................... .. .......... 1,667 1,768 1,271
TaxXation ... .. (396) (445) (298)
Operating group profit .......... ... ... ... . . ... 1,271 1,323 973
Minority interests. .......... . (62) (58) (37)
Net operating profit ....... .. ... .. ... ... .. 1,209 1,265 936
Non-operating items after taxation .............................. 368 219 353
Net profit ... ... . 1,577 1,484 1,289
Life technical result® ... ... ... ... . ... ...l 755 690 538
Non-life technical result'®? .. ... ... .. . .. . . . . . . 492 315 138
Non-technical account result®® ... .. 420 763 595
Operating result before taxation ................................ 1,667 1,768 1,271

(1) Gross life premiums were €10,682 million (2000: €9,733 million; 1999: €7,457 million) and gross non life premiums were
€10,932 million (2000: €9,693 million; 1999: €7,077 million).

(2) The total of the life technical result, non-life technical result and the non-technical account result is equal to the operating result
before taxation.

(3) Non-technical account result consists of investment results not allocated to the life and non-life technical results, primarily
investment proceeds relating to share capital and reserves in Fortis insurance companies, plus other income and other charges. See
Note A17 of Notes to the Fortis consolidated financial statements.

The following table sets forth the breakdown of insurance premiums and result before taxation by
geographic area for Fortis’ consolidated insurance operations for each of the years indicated.

Operating Result

Insurance Premiums Before taxation

Year Ended December 31, Year Ended December 31,

(€ millions) 2001 2000 1999 2001 2000 1999
Belgium ................... .. ....... 4,606 5,352 4,140 554 596 469
The Netherlands .................... 4,938 2,140 2,008 676 558 393
Luxembourg ................. ... ..., 463 284 176 8 (1 8
Total Benelux ....................... 10,007 7,776 6,324 1,238 1,153 870
United States ....................... 5,872 5,519 4,231 300 460 324
Restof World . ...................... 2,283 2,489 1,972 129 155 77
Total ...... ... .. . . 18,162 15,784 12,527 1,667 1,768 1,271
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2001 Compared to 2000

On a consolidated basis, Fortis’ insurance operations contributed €1,667 million and €1,768 million
to Fortis’ operating result before taxation in 2001 and 2000, respectively; €1,209 million and
€1,265 million to Fortis’ net operating profit in 2001 and 2000, respectively; and €1,577 million and
€1,484 million, respectively to Fortis’ net profit in these years.

Total revenue. Total revenue from insurance operations in 2001 increased by €748 million, or 4%,
to €20,757 million, from €20,009 million in 2000, primarily reflecting a 15% increase in premium
income in Fortis’ life and non-life businesses and a 25% increase in interest income. These increases
were offset by a decline in result from financial transactions from a loss of €536 million in 2000 to a
€2,309 million loss in 2001. Most of the decline in result from financial transactions was due to
unrealized losses on investments held on behalf of policyholders, which does not impact the result
as reserve levels are reduced. However, there was also a decline in the gains on own account due to
overall poor market performance and higher capital losses, mainly in Fortis, Inc.

Net earned premium income increased by 15% in 2001. Gross premium in Fortis’ life operations was
up 10% over 2000 levels while gross premium for the non-life operations increased by 13%. Growth
in gross premium for the life business in 2001 was attributable to the acquisition of ASR in The
Netherlands and a full year contribution from AMLIC in the United States. Excluding these two
acquisitions gross premium income decreased mainly due to Fortis' insurance operations in Belgium
(decrease of 18%) and the rest of the world (decrease of 14%) primarily from unit-linked products.
FB Insurance was negatively impacted by its reliance on unit-linked products and individual savings
products due to the volatile financial markets. Non-life gross premium increased by 13%, principally
in The Netherlands, primarily due to the acquisition of ASR. Fortis’ overall retention level in non-life
increased to 76% in 2001 from 75% in 2000. The decrease in other revenues of 22% over 2000
levels, mainly in the United States, relates to the sale of FFG. However, most of this decrease is
related to investment income on behalf of policyholders and thus has no impact on Fortis’ result.

Exchange rate fluctuations, primarily relating to the U.S. dollar and British pound had a positive
impact on Fortis’ 2001 total insurance-related income in euro-terms of €165 million, consisting of
€32 million related to life premiums, €106 million related to non-life premiums and €27 million in
the rest of the total revenue lines.

Operating result before taxation. Operating result before taxation from Fortis’ insurance activities
decreased in 2001 by €101 million, or 6%, to €1,667 million from €1,768 million in 2000, reflecting
the lower financial income and capital gains, partly offset by growth in premium income and better
technical results in life and non-life. The life technical result increased by 9% to €755 million in 2001
from €690 million in 2000 and non-life technical result increased by 56% to €492 million from

€315 million. The non-technical account decreased from €763 million in 2000 to €420 million in
2001. The impact of foreign exchange rate movements resulted in a variance over 2000 by

€9 million.

Taxation. The overall effective tax rate in 2001 for Fortis’ insurance operations was 24% compared
to a 25% rate in 2000 due to a lower effective tax rate in the United States.

Net operating profit and net profit. Net operating profit decreased by 4% to €1,209 million in
2001 compared to €1,265 million in 2000. Non-operating items showed a profit of €368 million in
2001 compared to a profit of €219 million in 2000. The non-operating items in 2001 consisted of
€425 million in non-operating capital gains offset by the creation of certain provisions of €57 million
for further reorganization (2000: €149 million of non-operating capital gains and €70 million
relating to the release of millennium provisions). Net profit increased 6% due principally to the
€149 million higher non-operating items offset by a decrease in operating result before taxation.

2000 Compared to 1999

On a consolidated basis, Fortis’ insurance operations contributed €1,768 million and €1,271 million
to Fortis’ operating result before taxation in 2000 and 1999, respectively; €1,265 million and
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€936 million to Fortis' net operating profit in 2000 and 1999, respectively; and €1,484 million and
€1,289 million, respectively to Fortis’ net profit in these years.

Total revenue. Total revenue from insurance operations in 2000 increased by €1,252 million, or 7%,
to €20,009 million, from €18,757 million in 1999, primarily reflecting increased premium income in
Fortis' life and non-life businesses and a 15% increase in other income, offset by a decline in result
from financial transactions from gains of €2,025 million in 1999 to a €536 million loss in 2000. The
decline in result from financial transactions was primarily due to unrealized losses on investments
held on behalf of policyholders.

Premium income increased by 26% in 2000 with premium income in Fortis’ life operations up by
28% over 1999 levels while premium income for the non-life operations increased by 24%. Growth
in 2000 premium income for the life business was attributable primarily to Fortis’ insurance
operations in Belgium, the United States and the rest of the world, which recorded increases in
premium income of 35%, 47% and 25%, respectively. Non-life premium income increased by 24%,
principally in the United States, primarily due to the acquisition of ABI. Fortis’ overall retention level
in non-life business decreased to 75% in 2000 from 80% in 1999. This decrease is primarily due to
the structure of certain credit products sold by ABI. Result from financial transactions fell
significantly due to overall declines in markets offset by a decrease in technical charges relating to
investments held on behalf of policyholders and an increase in other income of 21% over 1999
levels, mainly due to overall growth in insurance investments.

Exchange rate fluctuations, primarily relating to the U.S. dollar and the British pound, had a positive
impact on Fortis’ 2000 total insurance-related income in euro-terms of €1,024 million, consisting
mainly of €131 million related to life premiums, €566 million related to non-life premiums,

€89 million related to investment income, €112 million on capital gains and €125 million on other
revenues.

Operating result before taxation. Operating result from Fortis’ insurance activities increased in
2000 by €497 million, or 39%, to €1,768 million from €1,271 million in 1999, reflecting growth in
premium income, and improved technical results, in life and non-life. The life technical result
increased by 28% to €690 million in 2000 from €538 million in 1999 and non-life technical result
increased by 128% to €315 million from €138 million. Eliminating the effect of foreign exchange
rate movements, which increased 2000 operating result before taxation by €53 million, operating
result before taxation increased by €444 million, or 34%, over 1999 levels.

Realized capital gains in 2000 increased slightly from €359 million in 1999 to €480 million in 2000.
2000 and 1999 both reflected a significant non-technical account result which increased from
€595 million in 1999 to €763 million in 2000.

Taxation. The overall effective tax rate in 2000 for Fortis’ insurance operations was 25%, compared
to a 23% rate in 1999. The effective tax rate increased in insurance as a result of reduced levels of
tax-exempt capital gains.

Net operating profit and net profit. Net operating profit increased by 35% to €1,265 million in
2000 compared to €936 million in 1999. Non-operating items showed a profit of €219 million in
2000 compared to a profit of €353 million in 1999. The non-operating items in 2000 consisted of
€149 million in non-operating capital gains and a release of provisions for €70 million (1999:
€353 million of non-operating capital gains). Net profit increased 15% due to the significant
increase in operating result before taxation offset by €134 million of lower non-operating items.
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Life Insurance Operations

The following table sets forth certain summarized financial information for Fortis' life insurance
operations for each of the years indicated. The information set forth below has been extracted from
the reconciliation of Technical Accounts. See Note A17 to the Fortis consolidated financial

statements.

(€ millions)

Year Ended December 31,

2001 2000 1999

Net insurance premiums written‘”

Allocated investment result

Other income ... ... .
Benefits and surrenders, net of reinsurance
Changes in technical provisions
Bonuses and rebates, net of reinsurance
Other technical charges, net of reinsurance
Operating expenses and other charges

Total technical result life....... ... .. . . . . . . .

10,197 8,993 7,030
178 1,793 4,341
331 377 268

(4,634) (4,191)  (3,355)

(3,561) (4,489) (6,147)

(187) (304) (391)

(15) (20) (17)
(1,555) (1,469) (1,191)
755 690 538

(1) Gross life premiums were €10,682 million (2000: €9,733 million; 1999: €7,457 million). Technical result is based on net rather than

gross premiums written.

The following table sets forth Fortis’ gross life premiums by geographic area and type of product for

each of the years indicated.

(€ millions)

Year Ended December 31,
2001 2000 1999

Belgium
Individual:

Single premiums . . ... ...
Regular premiums ... ...

Sub-Total . ...
GrOUD .ot
Investment-linked ! . ...

Total Belgium ... ..

The Netherlands
Individual:

Single premiums . . ... ...
Regular premiums ... ...

Sub-Total . . ...
L o T o
Investment-linked " . ... .. ..

Total The Netherlands. . ... i

Luxembourg
Individual:

Single premiums . ... ... .
Regular premiums . ... ...

Sub-Total . . ...
GrOUD
Investment-linked" ... ... ..

Total Luxembourg ....... ... ..

598 297 625
635 604 396

1,233 901 1,021
627 646 574
1,834 2,941 1,718

3,694 4,488 3,313

847 125 116
681 287 295
1,528 412 411

343 250 238
1,586 904 818

3,457 1,566 1,467

13 9 85
5 17 14
18 26 99
7 7 8
430 244 63
455 277 170
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Year Ended December 31,

(€ millions) 2001 2000 1999
United States®
Individual:
Single premiums . . ... ... 336 216 130
Regular premiums ... ... 290 332 275
Sub-Total . .. 626 548 405
GrOUD .ottt 346 360 323
Credit-related premiums ...... ... . ... ... . . . 700 865 477
Total United States ....... ... . 1,672 1,773 1,205
Rest of World
Individual:
Single premiums .. ... ... 407 505 618
Regular premiums ....... ... . 392 144 183
SUb-Total . .. 799 649 801
GrOUD oot 319 194 141
Investment-linked™ ... ... 286 786 360
Total Rest of World . ... .. ... 1,404 1,629 1,302
Total gross premiums life......... ... ... .. . .. 10,682 9,733 7,457

(1) Investment-linked premiums relate to policies in which the investment risk is solely for the benefit of the policyholder. Such
premiums may be single premium or periodic premium.

(2) Under GAAP in accordance with Belgian law, Fortis accounts for premium income in accordance with local accounting principles.
In the U.S. premiums received for annuities and unit-linked policies are not included in gross premium income.

2001 Compared to 2000

Premium income. Gross premium income of Fortis’ life operations in 2001 increased €949 million,
or 10%, over 2000 levels. Disregarding sales and acquisitions and the effect of exchange rate
movements, premium income increased by 5%. The positive impact of exchange rate movements
totaled €52 million.

Belgium. In Belgium, gross life premium income decreased 18% or €794 million to €3,694 million in
2001 compared to €4,488 million in 2000. Individual life gross premiums increased 37%. A significant
decrease was recorded in investment-linked premiums primarily due to weak financial markets,
which was partially compensated for by an increase in short-term investment products which is
reflected in an increase of individual premiums. The reduction in investment-linked premiums had a
significant negative impact on FB Insurance which largely distributes these types of products to
customers of the bank. Group contracts gross premium income decreased by €19 million in 2001, or
3%, compared to 2000.

The Netherlands. In The Netherlands, gross premium income increased by €1,891 million, to
€3,457 million in 2001 compared to €1,566 million in 2000. The increase was principally due to the
inclusion of ASR representing gross premium income of €1,459 million. Excluding ASR, the increase
of 28% was due to an 18% increase in group premiums as a result of a change in legislation
regarding back-service pension commitments. The 3% decrease in investment-linked products was
due to lower new underwriting and higher surrenders and premium adjustments as a result of the
new tax system effective in 2001 that limits the tax advantages for individuals related to life
insurance (premiums only limited deductable). Individual life gross premiums were 3% lower in 2001
compared to 2000 also due to the new tax plan which had a negative impact on premium
development.

Luxembourg. Gross premium income increased by €178 million, or 64%, from €277 million in 2000
to €455 million in 2001. The increase in sales in Luxembourg was due to a significant increase in
sales at General Life and Fortis Luxembourg Assurances (mainly through Freedom Of Service (FOS)
underwriting in France and Belgium).
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United States. Excluding exchange rate differences, gross premium life decreased 6% to

€1,672 million in 2001 from €1,773 million in 2000 due to the absence of premiums from FFG as a
result of its sale and lower premiums from Assurant, partly offset by a full year contribution from
AMLIC.

Rest of World. Gross life premium income decreased by €225 million, or 14%, from €1,629 million
in 2000 to €1,404 million in 2001. In Spain, Fortis’ largest insurance market outside the Benelux and
the United States, gross premium income was down 18% due to lower premium income from
unit-linked products as a result of the instability of the financial markets as well as the fact that last
year’s premiums were exceptionally good as a result of new favorable regulation which boosted
premium income.

Net premiums written. Net life premiums written in 2001 and 2000 reflected premiums ceded to
reinsurers of €484 million and €740 million, respectively, resulting in overall retention levels of
approximately 95.5% in 2001 and 92.4% in 2000. Net premiums written increased by €1,204 million,
or 13%, from €8,993 million in 2000 to €10,197 million in 2001.

Technical charges life insurance. Technical charges life insurance consist of life policy benefits and
surrenders paid to policyholders and beneficiaries, changes in life insurance technical provisions and
bonuses and rebates. Total technical charges life insurance decreased by €607 million, or 7%, to
€8,397 million in 2001 from €9,004 million in 2000, in each case net of reinsurance. Benefits and
surrenders paid, net of reinsurance, increased to €4,634 million in 2001 from €4,191 million in 2000.
The change in technical provision decreased by €928 million, or 21%, to €3,561 million in 2001 from
€4,489 million in 2000. This decrease was principally attributable to the decline in investment
income and the decrease in unrealized capital gains on behalf of policyholders partly offset by
growth in premium income. Bonuses and rebates, which consist of distributions (in the form of a
reduction in premiums or credits) to policyholders on account of portfolio yield or the results of the
policy issuing company, totaled €187 million in 2001 and €304 million in 2000. The reduction was
due to lower investment income on the portfolio backing such policies.

Operating expenses and other charges. Operating expenses, which consist primarily of salaries and
commissions, increased by €86 million, or 6%, from €1,469 million in 2000 to €1,555 million in 2001.
Net commissions increased from €605 million in 2000 to €625 million in 2001 primarily due to
increased premium income. Administrative expenses increased by €5 million or 1% from €584 million
in 2000 to €589 million in 2001.

Technical result life. The technical result from life insurance operations in 2001 increased by

€65 million, or 9%, compared with 2000, to €755 million in 2001. The improvement in the technical
result in 2001 compared to 2000 is largely attributable to the inclusion of ASR. Although all
companies with the exception of Fortis, Inc. showed improvements.

The following table sets forth a geographic breakdown of the technical result of Fortis’ life
operations for each of the years indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Belgium ..o 334 319 238
The Netherlands . ... . e 231 168 155
LUXemMbOUrg . ... 4 (14) 2
Total technical result Benelux . ....... ... .. . . . . . . . . . ... 569 473 395
United States . . ... 155 194 128
Rest of World . ... 31 23 15
Total technical result life ........ ... . . 755 690 538

Belgium. In Belgium, the growth in life technical result of €15 million, or 5%, over 2000 levels, was
primarily due to better expenses margin in FB Insurance unit-linked business, and to improved
financial income at Fortis AG, particularly in group lines.
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The Netherlands. In The Netherlands, the increase in life technical result of €63 million, or 38%,
above 2000 levels was mainly due to the inclusion of ASR for the first time in 2001. AMEV life
technical result also increased due mainly to higher financial income from financing companies.

Luxembourg. In Luxembourg, the life technical result increased from a loss of €14 million in 2000
to a profit of €4 million in 2001.

United States. In the United States, the decline in life technical result of €39 million, or 20%, over
2000 levels was primarily due to unfavorable results in some credit insurance product lines at
Assurant and lower life results from the Non-Medical group, which were partly offset by the
contribution of AMLIC for a full year compared to four months in 2000.

Rest of World. In Fortis’ other operations, technical result increased to €31 million in 2001 from
€23 million in 2000 due to Caifor, driven by a better financial income, and to results in France.

2000 Compared to 1999

Premium income. Gross premium income of Fortis’ life operations in 2000 increased €2,276 million,
or 31%, over 1999 levels. Disregarding the effect of exchange rate movements, which positively
impacted 2000 premium income by €189 million, premium income increased by 28%.

Belgium. In Belgium, gross life premium income increased by €1,175 million, or 35%, to

€4,488 million in 2000 compared to €3,313 million in 1999. Individual life gross premiums declined
12% mainly due to a decrease in single premium policies partially offset by increases in regular
premiums. The primary reason for the overall increase was due to the increased popularity of
investment-linked products where gross premium income increased from €1,718 million in 1999 to
€2,941 million in 2000. Significant growth was recorded in investment-linked premiums primarily
due to a shift from products where the investment risk is partly borne by the company to products
where the investment risk is entirely borne by policyholders. Substantial amounts of
investment-linked products were sold through the FB Insurance bancassurance channel, especially
the new Easy Fund Plan product. Group gross premium income increased by €72 million in 2000, or
12%, compared to 1999. Gross premium income from group life insurance products, where Fortis is
the market leader in terms of gross premiums written, increased because of rate increases and
higher volumes of new business.

The Netherlands. In The Netherlands, gross premium income increased by €99 million, or 7%, to
€1,566 million in 2000 compared to €1,467 million in 1999. The increase was principally due to a
11% increase in investment-linked products, attributable primarily to increased underwriting from
the brokerage distribution channel as well as from the bancassurance channel. The increase in
investment-linked products reflected their increased popularity in The Netherlands as well. Individual
and group premium income was generally flat year on year 2000 compared to 1999. Demand for life
products in The Netherlands was negatively impacted by the imminent introduction of the new
Dutch tax system on January 1, 2001. Individual life gross premiums were flat year to year.

Luxembourg. Gross premium income increased by €107 million, or 63%, from €170 million in 1999
to €277 million in 2000. The increase of sales in Luxembourg was due to a significant increase in
sales at Generalife.

United States. In the United States, gross premium income increased by €568 million, or 47%, to
€1,773 million in 2000 compared to €1,205 million in 1999 (although in U.S. dollar terms the
increase was 31%). The increase in group premium income was attributable to acquisitions made
during 2000. Consistent with its strategy of establishing leading market share positions in specialty
products, Fortis increased its share of the credit-related insurance market through the acquisition of
ABI during 1999. Individual life single premium income increased by approximately 66% primarily
due to higher sales at Fortis Financial Group (“FFG"’). FFG was sold to Hartford at the beginning of
2001. The structure of the transaction is such that FFG will continue to contribute revenues through
2002.

54



Credit-related premiums increased by €388 million, from €477 million to €865 million due to the
acquisition of ABI. Such premiums are assumed by Fortis and ceded to a captive insurer immediately
afterwards. The economic benefits of this business flow through fee income, although to a much
lesser extent than that shown by the development of gross premiums. Annuity products also
increased by 15% in 2000 although such amounts are not included in premium income. Overall,
excluding acquisitions, gross premium income increased by approximately 12% in 2000 compared to
1999.

Rest of World. Gross life premium income increased by €327 million, or 25%, from €1,302 million
in 1999 to €1,629 million in 2000. In Spain, Fortis’ largest insurance market outside the Benelux and
the United States, gross premium income was up 27% due to a new group policy received from a
public body outsourcing certain of its pension commitments and a new line of products linked to
market indices which Fortis began marketing during 1998. These products replaced certain
traditional life insurance products. Gross premium income was up 21% in France in 2000, due to the
increase of sales of unit-linked products. The French life insurance operations were agreed to be
sold in the first quarter 2002.

Net premiums written. Net life premiums written in 2000 and 1999 reflected premiums ceded to
reinsurers of €740 million and €427 million, respectively, resulting in overall retention levels of
approximately 92% in 2000 and 94% in 1999. Net premiums written increased by €1,963 million, or
28%, from €7,030 million in 1999 to €8,993 million in 2000.

Technical charges life insurance. Technical charges life insurance decreased by €906 million, or 9%,
to €9,004 million in 2000 from €9,910 million in 1999, in each case net of reinsurance. Benefits and
surrenders paid, net of reinsurance, increased to €4,191 million in 2000 from €3,355 million in 1999,
primarily due to an increase in surrenders. The change in technical provision decreased by

€1,658 million, or 27%, to €4,489 million in 2000 from €6,147 million in 1999. This decrease was
principally attributable to the decline in investment income offset by growth in premium income.
Bonuses and rebates, which consist of distributions (in the form of a reduction of premiums or
credits) to policyholders on account of portfolio yield or the results of the policy issuing company,
totaled €304 million in 2000 and €391 million in 1999.

Operating expenses and other charges. Operating expenses, which consist primarily of salaries and
commissions, increased by €278 million, or 23%, from €1,191 million in 1999 to €1,469 million in
2000, principally reflecting an increase in acquisition costs (primarily commissions paid and other
selling costs) of €155 million from €605 million in 1999 to €760 million in 2000. Net commissions
increased from €485 million in 1999 to €605 million in 2000, primarily due to volume increases and
acquisitions. Administrative expenses increased from €495 million in 1999 to €584 million in 2000.

Technical result life. The technical result from life insurance operations in 2000 increased by
€152 million, or 28%, compared to 1999, to €690 million in 2000. The improvement in the technical
result in 2000 compared to 1999 is largely attributable to the following developments (by country):

Belgium. In Belgium, the growth in life technical result of €81 million, or 34%, over 1999 levels,
was primarily due to better expenses margins, especially in unit-linked business, and improved
mortality results.

The Netherlands. In The Netherlands, the increase in life technical result of €13 million, or 8%,
above 1999 levels was mainly due to a better mortality result, an increase in other margins due to
the release of certain technical provisions and an improvement in the expenses margin due to cost
loading. These favorable elements were partially offset by a decrease in the investment margin as a
result of lower allocated capital gains, and by a decrease in the surrender margins.

Luxembourg. In Luxembourg, the decline in life technical result of €16 million in 2000 was
primarily due to an increase in IT and moving expenses.

United States. In the United States, growth of life technical result of €66 million, or 52%, over
1999 levels was primarily due to the acquisition of ABI and John Alden, improved mortality results in
variable universal life, favorable interest rate spreads on annuity products and the positive stock
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market climate. Fortis realized significant cost synergies in the United States in 2000 following the
acquisition of ABI and the integration of ABI with American Security Group to operate as a credit-
related insurance division, Assurant Group, which also positively impacted life technical result.

Rest of World. In Fortis’ other operations, technical result increased to €23 million in 2000 from
€15 million in 1999 due to the high cost level and past years’ low interest rates with Fortis
Assurances, Fortis’ insurance activities in France.
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Non-Life Insurance Operations

The following table sets forth certain summarized financial information for Fortis’ non-life
operations for the years indicated. The information set forth below has been extracted from the
reconciliation of Technical Accounts. See Note A17 to the Fortis consolidated financial statements.

Year Ended December 31,

(€ millions) 2001 2000 1999
Net insurance premiums written™ ... ..., 8,281 7,225 5,659
Change in provision for unearned premium .......................... (317) (434) (162)
Allocated investment income .......... .. ... . ... 552 479 386
Other income . .. ... . 242 213 221
Technical charges non-life insurance.................... ... .......... (5,044) (4,460) (3,888)
Operating expenses and other charges ............................... (3,222) (2,708) (2,078)
Total technical result non-life™ .. ... .. .. . . .. 492 315 138

(1) Gross non-life premiums earned were €10,932 million (2000: €9,693 million 1999: €7,077 million). Technical result is based on net
rather than gross premiums written.

The following table sets forth Fortis’ non-life gross written premiums by geographic area and
principal class of business for the years indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Belgium

Fire o 325 309 314
M OtOr . 292 278 256
Accident and health ... ... .. . . . . 271 258 253
Other ... 173 169 158
Total Belgium . ... . 1,061 1,014 981
The Netherlands

FIre o 323 211 208
MoOtOr o 469 213 202
Accident and health . ... . . . . 795 131 118
Other ..o 328 158 152
Total The Netherlands. . ... . 1,915 713 680
Luxembourg

Fire . 10 10 9
Other ..o 5 4 4
Total Luxembourg ........ ... 15 14 13
United States

Accident and health . ... ... .. . . . . 3,117 3,166 2,697
Other ... 3,805 3,755 1,837
Total United States ........... . . 6,922 6,921 4,534
Rest of World

FIre o 192 180 148
MoOtOr o 684 688 522
Accident and health . ... . . . . 57 57 117
Other ..o 86 106 82
Total Rest of World ... ... 1,019 1,031 869
Total gross premiums non-life ............ .. ... ... . ... ... ..., 10,932 9,693 7,077
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2001 Compared to 2000

Premium income. Gross written premium in Fortis’ non-life operations increased €1,239 million, or
13%. Of this amount €1,170 million is attributable to the inclusion of ASR for the first time in 2001.

Belgium. In Belgium, non-life gross premium income increased by €47 million, or 5%. The increase
was 5% in accident and health, motor and fire and 2% in other lines. The 5% increase in motor
reflected the positive impact of a commercial incentive strategy towards brokers. The increase in
accident and health was attributable to rate increases in employee benefits due to the underlying
payroll base growth. Increase in Fire reflects a 5% increase in the standard index and the end of the
portfolio erosion experienced in prior years.

The Netherlands. In The Netherlands, non-life gross premium income increased by €1,202 million,
mainly for the reason mentioned above (i.e. the inclusion of ASR in 2001 for €1,170 million). The
remaining increase of €32 million comes mainly from Other lines, with a significant increase in
engineering, liability and marine.

Luxembourg. Non-life gross premium income in Luxembourg increased by €1 million to €15 million
in 2001.

United States. Non-life gross premium income in the United States remained level in total but this
balance is the result of a decrease in business of €202 million which is completely offset by positive
exchange rates differences. Excluding exchange rates differences, there was a decrease in accident
and health of €142 million mainly due to rate increases which on balance reduced the total
premium income (particularly in Fortis Health’s Small Group product line). In other lines, the
decrease of €60 million is attributable to weakness at Assurant.

Rest of World. Non-life gross premium income in the Rest of World decreased by €12 million, or
1% in 2001. The main reason for the decrease is the sale of Australia in June 2001, resulting in a
decrease of €102 million in gross premium income. The most significant decrease was in motor

(€46 million), offset in part by higher underwriting in the UK (5%) and in Spain (20%) principally
due to the acquisition of La Baloise in September 2001 by Seguros Bilbao. Fire also decreased due to
the sale of Australian operations (€21 million), which was more than offset by increases in UK (25%)
driven by new business from the captive broker IAS; in Spain for the reason mentioned above and
in Caifor. Other lines decreased by €20 million, primarily in Australia.

Net premiums written. Net non-life premiums written amounted to €8,281 million in 2001 and
€7,225 million in 2000. The increase is mainly due to the acquisition of ASR. Net non-life premiums
in 2001 and 2000 reflected premiums ceded to reinsurers of €2,651 million and €2,468 million
respectively, resulting in an overall retention level of approximately 76% in 2001 and 75% in 2000.

Technical charges non-life insurance. Claims and claims expenses for Fortis' non-life business
increased by €584 million, from €4,460 million in 2000 to €5,044 million in 2001, reflecting the
increase in net premiums earned. Notwithstanding the increase in claims and claims expenses, the
overall claims ratio declined slightly from 62% in 2000 to 60% in 2001. Claims paid, net increased by
€319 million, or 7%, to €4,674 million, while the claims provisions increased by €839 million to
€8,770 million, mainly in the United States.

Operating expenses and other charges. Operating expenses and other charges consisting primarily
of salaries and commissions, increased by €514 million in 2001, or 19%, from €2,708 million in 2000
to €3,222 million in 2001. The increase is principally attributable to the inclusion of ASR

(€338 million in 2001).

Technical results. The technical result from non-life operations in 2001 increased by €177 million
from €315 million in 2000 to €492 million in 2001 or 56%. The inclusion of ASR had a positive
impact on the total technical result (€29 million). Excluding ASR, the main factors driving the growth
of €148 million were Accident and Health (€125 million) and Motor (€44 million). Improved result in
Accident and Health is mainly attributable to Fortis Inc. due to an improved loss ratio as a result of
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administrative action and pricing. Technical result Motor increased mainly due to the UK as a result
of an increase in rates and changes in their marketing segment policy.

2000 Compared to 1999

Premium income. Gross premiums written in Fortis’' non-life operations in 2000 increased by

€2,616 million, or 37%, from €7,077 million in 1999 to €9,693 million in 2000. Disregarding the
effect of exchange rate movements, which increased premium income by €758 million, non-life
premium income increased by 24%. Gross premium income improved in all lines of non-life business.

Belgium. In Belgium, non-life gross premium income increased by €33 million, or 3%, over 1999
levels. The increase was principally due to a moderate increase in motor, other and accident and
health with a small decline in fire. The 9% increase in motor was due to third party liability rate
increases. The 2% increase in accident and health was attributable to volume increases in healthcare
where a business unit was set up to meet demand for supplementary health insurance. The

7% increase in other lines was due to tighter underwriting standards and higher premiums in
certain lines. The 2% decrease in fire (which provide various homeowners’ coverage for losses such
as fire, storm, burglary and other perils) was due to lower levels of underwriting in one of the
Group’s subsidiaries.

The Netherlands. In The Netherlands, non-life gross premium income increased by €33 million, or
5%, in 2000 to €713 million. The increase was due to a 5% increase in gross premium income from
motor lines principally due to broker business. The 11% increase in accident and health was due
principally to rate increases. The 4% increase in other lines is mainly attributable to higher volumes
of travel insurance.

Luxembourg. Non-life gross premium income in Luxembourg increased by €1 million to €14 million
in 2000.

United States. Non-life gross premium income in the United States increased by €2,387 million, or
53%, over 1999 levels, principally due to a 104% increase in non-life gross premium income in other
lines and a 17% increase in non-life gross premium income from accident and health lines. The
increases are largely due to the acquisitions of ABI (only consolidated for five months in 1999) and
John Alden. Excluding the effect of such acquisitions, non-life gross premium income in the United
States would have increased by 18%. Expressed in U.S. dollars, non-life gross premium income
increased by 32%. Accident and health premiums increased principally due to higher sales and
higher in-force levels. Gross premium income from other non-life lines grew mainly due to the
acquisition of ABI.

Rest of World. Non-life gross premium income in the Rest of World increased by €162 million, or
19%, in 2000. In Spain, non-life gross premium income increased by €24 million, or 14%, over 1999.
The increase was principally due to increased gross premium income from motor lines as a result of
higher premiums (tariff increases). Gross premium income from Fortis’ non-life operations in the
United Kingdom increased by €119 million, or 22%, to €656 million in 2000 from €537 million in
1999. The primary reason is attributable to the motor line which benefited from a full year’s
contribution from Northern Star, which was consolidated only from May 1999. The rate increases in
the motor lines contributed to the increase in premium income. In addition, the appreciation of the
British pound against the euro had a positive impact on reported gross premium growth in the
United Kingdom. Non-life premium income in Australia increased by 12%, from €160 million in 1999
to €179 million in 2000. The Australian operations were sold in July 2001.

Net premiums written. Net non-life premiums in 2000 and 1999 reflected premiums ceded to
reinsurers of €2,468 million and €1,419 million, respectively, resulting in an overall retention level of
approximately 75% in 2000 and 80% in 1999. Net non-life premiums earned were €7,225 million in
2000 and €5,659 million in 1999, due to the impact of the acquisition of ABI as well as positive
exchange rate movements.
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Fortis' retention level decreased as a percentage primarily due to the increase in heavily ceded credit
products that comprise a significant part of the ABI portfolio. These products are offered through
captive reinsurers where there is an explicit ceding arrangement with the client. The company
retains a percentage of the premium as compensation for issuance and administration of these
products for the client.

Technical charges non-life insurance. Claims and claims expenses for Fortis' non-life business
increased by €572 million, from €3,888 million in 1999 to €4,460 million in 2000, reflecting the
increase in net premiums earned. Notwithstanding the increase in claims and claims expenses, the
overall claims ratio declined from 66% in 1999 to 62% in 2000, partly reflecting improvements in
the claims ratio in accident and health insurance at FB Insurance, in The Netherlands and in Spain
and in motor insurance at Fortis AG and the Rest of World. Claims paid, net increased by

€704 million, or 19%, to €4,355 million, while the claims provisions increased by €1,515 million to
€7,931 million, mainly due to acquisitions in the United States.

Operating expenses and other charges. Operating expenses and other charges, consisting primarily
of salaries and commissions, increased by €630 million in 2000, to €2,708 million from €2,078 million
in 1999. Acquisition costs increased by 36% (€1,624 million in 2000 and €1,200 million in 1999)
mainly due to the acquisitions in the United States. Operating expenses and other charges increased
by €186 million primarily due to U.S. acquisitions and higher IT costs.

Technical result. The technical result from non-life insurance operations in 2000 increased by

€177 million from €138 million in 1999 to €315 million in 2000, or 128%. The increase was primarily
due to improvement in other credit-related lines (€200 million in 2000 compared to only €48 million
in 1999) and the inclusion of ABI for all of 2000 compared with only five months in 1999. Overall
technical result from Fortis’ accident and health lines increased to €79 million in 2000 compared to
€71 million in 1999. These results were partially offset by worse technical results from Fortis Health,
due to higher incurred claims. The improvement of the technical result accident and health in The
Netherlands (€19 million in 2000 compared to €15 million in 1999) was caused by a favorable claims
ratio.

Technical result motor increased to €13 million in 2000 compared to €3 million in 1999. This was due
to better run-off in individual lines in Belgium and a better claims ratio, which were partially offset
by lower results in The Netherlands, caused by a higher claims ratio and run-off. Technical result
from fire lines increased by €5 million, or 28% to €23 million in 2000 compared to €18 million in
1999 principally due to a new claim repair service and additions to the equalization reserve in
Belgium. In The Netherlands, technical result fire deteriorated due to higher claims. Technical result
from other non-life lines increased by €152 million, or 317% to €200 million in 2000 compared to
€48 million in 1999 principally due to improvements in ASG’s mortgage hazard product line and due
to the acquisition of ABI.
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Technical Result by Geographic Area

The following table sets forth the technical result of Fortis’ non-life operations by geographic area

and principal product line for the periods indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Belgium

Fire o 24 27 15

MOtOr . . 3 6 1

Accident and health . ... ... . . . . 39 23 24
Other .. 21 7 (2)
Total Belgium ... .. 87 63 38
The Netherlands

Fire 9 (10) 3
1Y/ o o) P — (23) (8)
Accident and health ........ ... . . . . . 36 19 15
Other .. 9 4 2
Total The Netherlands . . ... i 54 (10) 12
Luxembourg

Fire o, 3 1 —
Other .. — (1) 2
Total Luxembourg . ........ .. 3 —

United States

Accident and health . ... .. . . 140 30 25
Other .. 140 182 40
Total United States. ... 280 212 65
Rest of World

Fire . 2 6 —
MOTOr . . 54 29 9
Accident and health ........ ... . . . . . 3 8 6
Other .. 10 7 6
Total Rest of World . ... .. 69 50 21

Total technical result non-life ........ .. .. .. . . . . . . . . . . . . . .. 492 315 138

The following tables set forth claims, expense and combined ratio information for Fortis’ non-life
operations by geographic area for the years ended December 31, 2001, 2000 and 1999.

Year Ended December 31, 2001

The United Rest of Total

Belgium Netherlands Luxembourg Benelux States World Non-Life

Claimsratio......................... 63.7% 64.3% 32.8% 63.9% 56.0% 70.0% 60.0%
Expense ratio ....................... 39.4% 37.5% 44.1% 38.2% 48.1% 30.1% 43.0%
Combined ratio ..................... 103.1% 101.8% 76.9% 102.1% 104.1% 100.1% 103.0%
Year Ended December 31, 2000

The United Rest of Total

Belgium Netherlands Luxembourg Benelux States World Non-Life

Claimsratio......................... 65.8% 66.7% 37.8% 66.0% 58.7% 71.2% 61.9%
Expense ratio ............... .. ... 40.9% 41.6% 62.2% 41.3% 46.3% 32.5% 43.5%
Combined ratio ..................... 106.7% 108.3% 100.0% 107.3% 105.0% 103.7% 105.4%
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Year Ended December 31, 1999

The United Rest of Total

Belgium Netherlands Luxembourg Benelux States World Non-Life

Claimsratio......................... 67.5% 62.1% 28.2% 65.0% 65.8% 71.1% 66.2%
Expense ratio ....................... 43.3% 43.2% 49.6% 43.3% 42.9% 34.6% 42.0%
Combined ratio ..................... 110.8% 105.3% 77.8% 108.3% 108.7% 105.7% 108.2%

2001 Compared to 2000

The technical result from non-life insurance operations in 2001 increased by €177 million or 56%
from €315 million in 2000 to €492 million in 2001.

Belgium. In Belgium, non-life technical result improved from €63 million in 2000 to €87 million in
2001. The increase was due to an improvement in accident and health (€16 million) due to better
current year claims ratio, better run-off result in Workers’ Compensation and better claims ratio in
disability product. Other lines also improved (€14 million) due mainly to liability and engineering
products. Fire and Motor were both lower.

The Netherlands. Technical result non-life in The Netherlands improved from a loss of €10 million
in 2000 to €54 million in 2001. The improvement is largely attributable to the inclusion of ASR
(€29 million) for the first time in 2001. Excluding this effect result improved by €36 million.
Improvements in accident and health were a result of better claims handling costs and better
monitoring of follow-up on the duration of disability. Significant improvement in Motor

(€23 million) was due to better claims and expenses ratios at AMEV and FCl. Fire improved as well
(€19 million) as a result of lower costs due to better risk selection, a better claims ratio and better
expenses ratio. The “Volendam' disaster resulted in a charge of €1 million. In 2000, Enschede
resulted in a net cost of €6 million.

Luxembourg. In Luxembourg the technical result non-life improved from zero in 2000 to €3 million
in 2001. The improvement was attributable to the fire line.

United States. The €68 million improvement in 2001 over 2000 was due to significant increase in
accident and health (€110 million), due to improved loss ratio as a result of administrative actions
and pricing, particularly in Fortis Health’s Small Group product line and to a lesser extent in
Individual Medical product lines, which was decided 18 to 24 months ago; and, to a release of
provision. The primary contributor to the negative trend in other lines (a decline of €42 million from
€182 million in 2000 to €140 million in 2001) is a worse result from Assurant. Assurant’s results are
below prior years mainly due to one time events (Tropical Storm Allison, severe winter weather,
higher life mortality) and more fundamental business and macro-economic reasons (slow down in
the U.S. economy, debt deferment, predatory lending issue compliance and privacy legislation).

Rest of World. Technical result non-life in the Rest of World increased €19 million in 2001
compared to 2000, despite the sale of Australia which impacted the technical result by €6 million,
negative. The increase was due to a better result in all the countries, but particularly in motor in UK
and Spain as a result of an increase in the rates and changes in their market segmentation policy.

2000 Compared to 1999

Belgium. In Belgium, non-life technical result increased by €25 million, or 66%, to €63 million in
2000 from €38 million in 1999. €12 million of the increase was attributable to the fire line where
the result improved from €15 million in 1999 to €27 million in 2000. The increase was principally
due to a favorable claims ratio. The result in motor continued to show the improvements reflected
in 1999 with an increase of €5 million to €6 million in 2000. The claims ratio improved in motor as a
result of a strengthening portfolio. The improvement of technical result motor was also caused by
improved risk segmentation.

The result in the accident and health line declined €1 million to €23 million in 2000 due to high
claims frequency in workers’ compensation.
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The Netherlands. In The Netherlands, non-life technical result declined from a profit of €12 million
in 1999 to a loss of €10 million in 2000. This decline was mainly due to deterioration in technical
result in the motor and fire lines. Motor result declined €15 million to a loss of €23 million due to a
combination of factors:

* negative run-off results and other one-time factors;
e high current year claims ratio primarily in the truck fleet segment; and
* strengthening of IBNR reserves and establishment of a premium deficiency reserve.

Fire result declined €13 million to a loss of €10 million due to a number of large claims occurring in
the first half of the year (including the fireworks disaster in Enschede). The losses were only partially
offset by increases in the accident and health line from €15 million in 1999 to €19 million in 2000.
The improvement is mainly due to higher premiums.

Luxembourg. Non-life technical result in Luxembourg decreased from €2 million in 1999 to zero in
2000. The result of €1 million in the fire line was offset by the loss of €1 million in other lines.

United States. In the United States, non-life technical result increased by €147 million to

€212 million in 2000 from €65 million in 1999. The increase in non-life technical result was
principally due to the inclusion of ABI for the full year 2000 compared to only five months in 1999
as well as an improvement of the technical result of other lines. Overall technical result from other
lines increased by €142 million or 355%, to €182 million in 2000. The technical result in accident and
health also improved from a technical result of €25 million in 1999 to €30 million in 2000. The
technical result in accident and health was positively impacted by the sale of Fortis Long Term Care
and ACSIA and improvements in Fortis Health’s Small Group Product line.

Rest of World. In Fortis’ other operations, overall motor technical result increased by €20 million to
€29 million mainly due to the United Kingdom where rate and volume increases resulted in a
positive outlook. Technical result from fire lines increased from zero in 1999 to €6 million in 2000.
Technical results in accident and health and other lines improved from €6 million in 1999 to

€8 million and €7 million, respectively, in 2000.
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Result Non-Technical Account Before Taxation

Result non-technical account before taxation consists of result on investment not allocated to the
life and non-life technical accounts. This unallocated portion consists primarily of investment
proceeds relating to share capital and reserves in Fortis’ insurance companies, realized and
unrealized capital gains on investments which make up such share capital and reserves and other
income and other charges, including exceptional charges. The result on investment is allocated to
the technical accounts in relation to the life and non-life technical provisions. The results on
investment on behalf of policyholders and the realized and unrealized gains and losses on
investments on behalf of policyholders are allocated to the life insurance technical account in their
entirety. See Note A17 to the Fortis consolidated financial statements.

The following table sets forth result non-technical account before taxation for the years indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Investment income:
Land and buildings ........... .. .. 285 260 258
Shares ... 377 285 279
Debt securities . ........ ... 2,062 1,831 1,626
Other investments . . ... . 82 77 71
Total revenues ........... . . 2,806 2,453 2,234
Income (loss) on investment for account of policyholders........... (2,090) (67) 2,487
Income loans and advances ............. .. ... ... . .. ... ... 1,033 681 623
Realized gains/losses on investments.............................. 190 480 358
Other income . ... .. . . . 62 38 35
Administrative expenses and interest charges™™ ... ... ... ... ... ... (853) (541) (361)
Result on investment . .......... . .. . . .. 1,148 3,044 5,376
Allocated investment income . ... . (729) (2,271) (4,727)
Other income and charges ............ ... ... ... . ... ... ...... 1 (10) (54)
Result non-technical account insurance............................ 420 763 595

(1) Includes salaries and expenses related to Fortis’ insurance-related asset management operations, as well as allocated overhead
charges and interest charges.

2001 Compared to 2000

Result non-technical account before taxation decreased by €343 million, or 45%, to €420 million in
2001 from €763 million in 2000. The decrease in the non-technical account result is mainly
attributable to the lower level of capital gains and the interest expense charges associated with
financing the acquisition of ASR. There were higher revenues on investments and the increase by
€352 million in income from loans and advances from €681 million in 2000 to €1,033 million in 2001,
was due primarily to higher mortgage issuance in The Netherlands. This business was also
attributable to ASR. These increases were offset by lower levels of realized gains which decreased by
60% from €480 million in 2000 to €190 million in 2001 and by higher administrative expenses and
interest charges which increased from €541 million in 2000 to €853 million in 2001 due to higher
interest expenses associated with financing the acquisition of ASR.

The result non-technical account benefited from lower levels of allocated investment income (only
64% of result on investment in 2001 compared to 75% in 2000). This is primarily due to a loss of
€2,090 million on investment income and capital gains/losses for account of policyholders in 2001
compared to a loss of €67 million in 2000. There was also a decline in exceptional items (included in
other income and charges) from a net charge of €10 million in 2000 to a net gain of €1 million in
2001. The 2000 exceptional items primarily include charges related to Assurant integration costs in
the United States (€35 million), and additions in The Netherlands to some provisions related to some
new IT projects (€25 million). It also includes the gain on the sale of ACSIA and release of
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millennium reserves in the United States (€21 million); gains on sale of some activities (marine and
reinsurance) and some tax refund in Belgium (€13 million) and releases in the rest of the world to
the provisions made for the millennium and actuarial rates of interest (€16 million).

2000 Compared to 1999

Result non-technical account before taxation increased by €168 million, or 28%, to €763 million in
2000 from €595 million in 1999. The increase in the non-technical account result is mainly
attributable to the increase in investment income from the investment of capital and surplus of
Fortis’ insurance companies. Income from loans and advances increased by €58 million or 9%.
Capital gains increased by €122 million or 34% from €358 million in 1999 to €480 million in 2000.
These increases are related to the growth in the insurance business. Higher administrative expenses
and interest charges which increased from €361 million in 1999 to €541 million in 2000 offset a
portion of the higher investment income. The higher costs are due to higher interest expenses
associated with financing the acquisition of ABI. The result non-technical account also benefited
from lower levels of allocated investment income (only 75% of result on investment in 2000
compared to 88% in 1999). This is primarily due to a loss of €67 million on investment income for
account of policyholders in 2000 compared to a gain of €2,487 million in 1999.

Insurance Investments

The following table sets forth the book value of the components of the investment portfolio of
Fortis’ insurance operations at the dates indicated. Land and buildings, shares and investments for
the account of policyholders are valued at market value at the end of the relevant period. See the
Fortis consolidated financial statements included in this offering memorandum.

At December 31,

(€ millions) 2001 2000 1999
Land and buildings ........... 3,782 3,648 3,027
ShareS . o 11,930 13,273 10,890
Debt securities . ......... i 34,218 32,167 27,377
Other investments'™™ .. ... .. ... 558 562 324
Subtotal .. ... 50,488 49,650 41,618
Investments for account of policyholders........................... 23,567 22,013 16,210
Total investments. . ... 74,055 71,663 57,828

(1) Includes participations in investment pools.

The following table sets forth the direct income from investments of the Fortis insurance operations
by asset category for the years indicated. See the Fortis consolidated financial statements included
elsewhere in this offering memorandum.

Year Ended December 31,

2001 2000 1999

Pre-tax Pre-tax Pre-tax

(€ millions, except percentages) Income  Yield” Income Yield” Income Yield"

Land and buildings ....................... 285 7.7% 260 7.8% 258 8.7%

Shares . ... .. 377 3.0% 285 2.4% 279 2.7%

Debt securities ........ ... .. .. ... ... . ... 2,062 6.2% 1,831 6.1% 1,626 6.6%

Other investments® ....... ... ... ... ...... 82 14.7% 77  17.5% 71 2.0%
Subtotal ........ .. ... .. 2,806 2,453 2,235

Investments for account of policyholders® (2,090) (9.2%) (67) (0.4)% 2,487 18.1%
Total income investments® .. .. ... .. .. ... .. 716 2,386 4,722
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(1) Pre-tax yield is calculated using interest, rental, dividend and other income received for each period, divided by the average of
beginning and year-end balances on related assets. It does not include realized capital gains (other than under "investments for
account of policyholders”), but does include amortization of realized capital gains on fixed-interest investments.

(2) Includes income from participations in investment pools.

(3) Any revaluation of shares which belong to this category is taken to the profit and loss account as investment income for risk of
policyholders, including realized and unrealized revaluations of shares.

(4) Equal to the sum of "investment income’ and “realized/unrealized gains on investments on behalf of policyholders".

2001 Compared to 2000

In 2001 income from investments of Fortis’ insurance operation increased by €353 million or 14% to
€2,806 million, from €2,453 million in 2000. Income from debt securities increased by €231 million,
from €1,831 million in 2000 to €2,062 million in 2001 reflecting primarily the integration of ASR and
to a lesser extent, the growth of the portfolio. Income from investments for the account of
policyholders, which is fully attributable to policyholders, decreased by €2,023 million to a loss of
€2,090 million. The poor stock market performance and the negative impact of September 11 events
diverted customers from purchasing investment linked products (where the policyholder bears the
investment risk) and pushed the unrealized capital losses on behalf of policyholders up. This
decrease in the valuation of assets doesn’t impact significantly the net profit because it is balanced
by a similar decrease in the technical provisions. The remaining investment income, consisting
primarily of income from land and buildings and shares, was €622 million in 2000 and €744 million
in 2001. This increase is also primarily related to the consolidation of ASR with Fortis beginning in
2001. Investment charges increased by €312 million to €853 million in 2001 from €541 million in
2000. This increase is mainly related to the acquisition of ASR at the end of 2000.

2000 Compared to 1999

In 2000, income from investments of Fortis’ insurance operations increased by €218 million, or 10%,
to €2,453 million, from €2,235 million in 1999. Income from debt securities increased by

€205 million, from €1,626 million in 1999 to €1,831 million in 2000 reflecting further significant
growth of the portfolio, partly offset by a decreased investment yield due to generally lower
interest rates. Income from investments for the account of policyholders, which is fully attributable
to policyholders, decreased by €2,554 million to a loss of €67 million. Although there was significant
growth in the volume of investment-linked policies in 2000 where the policyholder bears the
investment risk, adverse market conditions, particularly in the latter part of 2000, resulted in
significant declines in the valuations of assets held in the portfolios. This decrease has no significant
impact on net profit as the lower income is offset by a reduction in the addition to the technical
provisions. The remaining investment income, consisting primarily of income from land and
buildings and shares, was €608 million in 1999 and €622 million in 2000. Administrative expenses
and interest charges increased by €180 million, from €361 million in 1999 to €541 million in 2000,
due mainly to higher interest expense associated with the acquisition of ABI.
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Banking

Year Ended December 31,

(€ millions) 2001 2000 1999
Interest income. . ... ... . 20,819 23,301 18,589
Commissions and fees. .......... ... ... . 1,978 2,164 1,838
Result from financial transactions.......... ... ... ... ... ... ... ... 1,003 1,025 704
Other revenues . ... 897 677 677
Total revenuEes . ... . 24,697 27,167 21,808
Interest eXpense ... ..o (16,415)  (19,145) (14,419)
Total revenues, net of interest expense .......................... 8,282 8,022 7,389
Value adjustments . ......... ... (626) (619) (547)
Operating EXPENSES . . ..ottt et et (5,658) (5,328) (4,900)
Operating result before taxation ................................ 1,998 2,075 1,942
Taxation ... ... (693) (641) (612)
Operating group profit ......... ... .. ... 1,305 1,434 1,330
Minority interest ... ... ... . (67) (122) (145)
Net operating profit...... ... . ... . . . . 1,238 1,312 1,185
Non-operating items after taxation ........................... ... (34) 194 —
Net profit. ... ... 1,204 1,506 1,185
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The following table shows the major components of banking operating results in each of the years

indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Net interest income:

Belgium ... 2,230 2,364 2,254
The Netherlands . ... e 1,137 915 925
LUuXembourg . .. ..o 325 292 500
Rest of World . ... 712 585 491

Total net interest income . ... . .. . . 4,404 4,156 4,170
Net commission income:

Belgium ... 580 876 777
The Netherlands . ... . 569 572 505
Luxembourg . . ... ... 271 304 242
Rest of World .. ... 558 412 314
Total net commission income ............... . . 1,978 2,164 1,838
Results from financial transactions:

Belgium ... 606 350 324
The Netherlands . ... . 118 373 210
LUXEMbOUIg . .. 50 168 120
Rest of World ... ... 229 134 50
Total results from financial transactions .......... ... .. ... ... ...... 1,003 1,025 704
Other revenue'":

Belgium ... 334 272 334
The Netherlands . ... 249 200 211

LUuXembourg . . ... 112 115 62
Rest of World .. ... 202 90 70
Total other revenue!™ ... . .. . 897 677 677
Net revenue:

Belgium ... 3,750 3,863 3,689
The Netherlands . ... . . 2,073 2,060 1,851

Luxembourg . .. ... . 758 878 924
Rest of World . ... 1,701 1,221 925
Total net revenue . ... ... 8,282 8,022 7,389
Operating expenses and value adjustments®:

Belgium ... (2,952) (3,097) (2,773)
The Netherlands . . ... i (1,800) (1,480) (1,357)
LUXEMDbDOUIg . .. (317) (529) (574)
Rest of World .. ... (1,215) (841) (743)
Total operating expenses and value adjustments(z) ................... (6,284) (5,947) (5,447)
Operating result before taxation:

Belgium ... 798 766 916
The Netherlands . ... .. 273 580 494
Luxembourg . ... 441 349 350
Rest of World . ... . 486 380 182
Total operating result before taxation............................... 1,998 2,075 1,942
TaXatioN . . oo (693) (641) (612)
Operating group profit.......... ... ... . . . . . . 1,305 1,434 1,330
Minority interest. ...... ... .. ... . (67) (122) (145)
Net operating profit ... ... ... . 1,238 1,312 1,185
Non-operating items after taxation ................................. (34) 194 —
Net profit ... .. . 1,204 1,506 1,185

(1) Includes income from variable yield securities and other operating income.

(2) Specific provisions for loan losses and country risk, which are related to specific banking assets and a fund for general banking
risks, which is net of taxes and covers general risks associated with lending and other banking activities, which may include risk of

loan loss.
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2001 Compared to 2000

Total revenue, net of interest expense. Banking net revenues increased by €260 million, or 3% in
2001. Net revenues increased in 2001 due to an increase of 6% in net interest income as well as
higher other revenues, which were €897 million in 2001 and €677 million in 2000. The increase in
interest income and other revenues was partially offset by a decrease of 9% in commissions and
fees, driven by a decrease in the number and volume of market transactions. Other revenues from
venture capital decreased from €121 million in 2000 to a loss of €71 million in 2001. Net interest
income remained the largest component of banking revenues, accounting for 53% of banking
revenues in 2001 compared with 52% in 2000.

Operating result before taxation. Operating result before taxation from banking operations
decreased by 4% in 2001. The decrease was largely attributable to a 6% increase in operating
expenses. Staff costs rose by 5% mainly due to wage inflation. The cost income ratio rose from
66.4% in 2000 to 68.3% in 2001 due to the high operating costs exceeding the percentage growth
in revenues.

Taxation. The overall effective tax rate for Fortis’ banking operations in 2001 was 34.7% compared
to 30.9% in 2000. The difference was largely attributable to the record-high profit from venture
capital in 2000, which was tax exempt, while losses suffered in 2001 were non-deductible.

Net operating profit. Net operating profit decreased by 6% to €1,238 million in 2001 compared to
€1,312 million in 2000. The decrease in minority interest due to the BGL acquisition in the course of
2000 could not fully offset the decrease in operating result before tax and higher taxation in 2001
compared to 2000.

Net profit. Net profit for Fortis’ banking operations in 2001 decreased by €302 million, or 20%
compared to 2000, to €1,204 million. The percentage decrease in net profit exceeded decline in
operating result before taxation because of the higher effective tax rate. Minority interest decreased
from €122 million in 2000 to €67 million in 2001. The non-operating items after taxation in 2001
reflected a loss of €34 million, whereas in 2000 the non-operating items resulted in a profit of

€194 million.

2000 Compared to 1999

Total revenue, net of interest expense. Banking net revenues increased by €633 million, or 9%, in
2000. Net revenues increased in 2000 due to an increase of 18% in commission and fees

(€1,838 million in 1999 and €2,164 million in 2000) which includes net commissions from asset
management (up 29%) as well as an increase of €321 million or 46% in result from financial
transactions. Other revenues were €677 million in 2000 and in 1999. Other revenues from venture
capital increased from €56 million in 1999 to €121 million in 2000. Net interest income, despite
further deterioration in the interest rate environment, remained essentially unchanged year on year
(€4,156 million in 2000 and €4,170 million in 1999). Net interest income remained the largest
component of banking revenues, accounting for 52% of net banking revenues in 2000 compared
with 56% in 1999.

Operating result before taxation. Operating result before taxation from banking operations rose
7% in 2000. The increase in 2000 was largely attributable to higher net revenues. The cost income
ratio changed from 66.3% in 1999 to 66.4% in 2000.

Taxation. The overall effective tax rate for Fortis’ banking operations in 2000 was 30.9% compared
to 31.5% in 1999. The effective tax rate decreased in 2000 primarily due to the increase in tax
exempt income in 2000 compared to 1999, especially the realized gains and income on venture
capital.

Net operating profit. Net operating profit increased by 11% to €1,312 million in 2000 compared to
€1,185 million in 1999. The increase is largely due to the increase in operating result before taxation
in 2001 compared to 2000.
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Net profit. Net profit for Fortis’' banking operations increased by €321 million, or 27% compared
with 1999, to €1,506 million. The percentage growth in net profit exceeded growth in operating
result before taxation because of the lower effective tax rate. Minority interest decreased from
€145 million in 1999 to €122 million in 2000. The decrease is due primarily to the acquisition at the
beginning of 2000 of substantially all of the remaining stock of Banque Générale du Luxembourg it

did not already own.

Net Interest Income

The following table sets forth certain information concerning the total net interest income of Fortis’

banking operations for the years indicated. The interest figures in the following table do not

include interest related to non-accrual loans, the portion of interest which is not recognized on
partially non-accruing loans or lending commissions income. Net interest income is not calculated on

a tax-equivalent basis.

Year Ended December 31,

(€ millions, except percentages) 2001 2000 1999
Belgium:

Interest income™ ... . 9,042 10,265 8,248
Net interest income™ ... .. ... ... ... ... 2,231 2,364 2,254
Average interest-earning assets ............. i 178,862 190,997 179,958
Average interest-bearing liabilities ................ ... ... . .... 199,484 202,358 181,258
The Netherlands:

Interest income™ ... 3,906 3,314 2,664
Net interest income™ .. ... 1,137 915 925
Average interest-earning assets ............. . 59,752 50,486 46,930
Average interest-bearing liabilities ................ ... ... . .... 51,417 41,946 43,916
Rest of World:

Interest income™ ... 4,766 3,946 3,282
Net interest income™ .. ... .. . 1,037 877 991
Average interest-earning assets ............. i 75,632 62,263 50,581
Average interest-bearing liabilities ................. ... ... 63,242 55,248 52,330
Total:

Interest income™ ... .. 17,714 17,525 14,194
Net interest income™ ... .. ... ... . ... ... 4,404 4,156 4,170
Average interest-earning assets ............ .. 314,246 303,746 277,469
Average interest-bearing liabilities ................. ... ......... 314,143 299,552 277,504
Gross Yield?:

Belgium ... 5.1% 5.4% 4.6%
The Netherlands ......... ... . .. .. . . . . . .. 6.5% 6.6% 5.7%
Rest of World . ... .. ... . 6.3% 6.3% 6.5%
Total ..o 5.6% 5.8% 5.1%
Interest Spread®:

Belgium ... 1.7% 1.5% 1.3%
The Netherlands ......... ... ... .. . . . . . .. 1.1% 0.9% 1.7%
Rest of World . ... . ... 0.4% 0.7% 2.1%
Total ..o 1.4% 1.3% 1.5%
Interest Margin‘®:

Belgium ... 1.2% 1.2% 1.3%
The Netherlands ......... ... . .. .. . . . . .. 1.9% 1.8% 2.0%
Rest of World . ... . ... 1.4% 1.4% 2.0%
Total ..o 1.4% 1.4% 1.5%

(1) See “Selected Statistical Information—Average Balance Sheets and Interest Rates".
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(2) "Gross yield" is the average interest rate earned on "“average interest-earning assets’’. See “‘Selected Statistical Information—
Average Balance Sheets and Interest Rates'’.

(3) “Interest spread” is the difference between the average interest rate earned on ‘average interest-earning assets”’ and the average
interest rate paid on “average interest-bearing liabilities”. See “Selected Statistical Information—Average Balance Sheets and Interest
Rates”.

(4) "Interest margin” is “‘net interest income’ as a percentage of "‘average interest-earning assets’’.

The change in total net interest income in 2001 and 2000 can be allocated as follows by the average
rate and volume effects:

Year Ended

December 31,

(€ millions) 2001 2000
Change due to changes in average rates ............ ... ... ... 278 (698)
Change due to changes in average balances . ......... ... ... ... .. ... ... .. (30) 684
Change in total net interest income........ ... .. ... . . 248 (14)

2001 Compared to 2000

Net interest income in 2001 increased €248 million or 6% over 2000 levels from €4,156 million in
2000 to €4,404 million in 2001. This increase reflects an increase in volume of average interest-
earning assets of €10,500 million, or 3%. The increase in average interest earning assets was
attributable to operations in The Netherlands and the Rest of the World.

Interest margin remained flat (1.4% in each of 2001 and 2000). Interest spread overall increased by
10 basis points as the interest spread increased by 10 basis points in Belgium and by a 30 basis
points in The Netherlands, offset by a 40 basis point decline in the Rest of the World.

Net interest income was affected by the steepening of the yield curve. The yield curve expresses the
relationship between long-term interest rates and short-term interest rates. An important part of
Fortis’ banking income depends upon the difference between short and long-term interest rates
since mortgages (on the asset side of the balance sheet) yield interest income which is based on
long-term interest rates. On the other hand, Fortis’ banks pay interest to customers on deposits and
other debt certificates, a large part of which consists of ordinary savings accounts which are easily
adaptable to fluctuations in the market. In 2001, the interest rate environment continued to be
characterized by repricing in mortgages, as homeowners refinanced fixed rate mortgages at lower
interest rates, lower interest income from loans and price competition in savings products. There
was continuing competition for customer deposits, resulting in narrower average spreads.

Belgium. The €12,135 million, or 6%, decrease in average interest-earning assets in Belgium was
primarily due to decreases in loans to credit institutions. The interest margin was equal to 2000
(1.2%).

The Netherlands. The €9,266 million, or 18%, increase in average interest-earning assets was
primarily related to increases in receivables from customers. The interest margin increased by 9 basis
points, primarily resulting from the decrease in lower-yielding amounts owed to credit institutions.

Rest of World. The €13,369 million, or 21%, increase in average interest-earning assets was
primarily related to an increase in volume of loans. The interest margin was equal to 2000 (1.4%).

2000 Compared to 1999

Net interest income in 2000 decreased €14 million over 1999 levels. This decrease reflects an increase
in volume of average interest-earning assets of €26,277 million, or 9%, offset by a decrease in the
interest margin of 13 basis points. The increase in interest earning assets was attributable to
operations in all geographic areas. Interest margin in Belgium, The Netherlands and the Rest of the
World declined by 1 basis point, 16 basis points and 55 basis points, respectively. The decline in
interest margin in Belgium was due to lower net interest income and a growth in average interest
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earning assets. The decline in interest margin in The Netherlands and Rest of the World was driven
by a decrease in interest spread by respectively 88 and 130 basis points, offset in part by higher
growth in interest earning assets than in interest bearing liabilities.

Net interest income was affected by the flattening of the yield curve. An important part of Fortis’
banking income depends upon the difference between short and long-term interest rates since
mortgages (on the asset side of the balance sheet) yield interest income which is based on long-
term interest rates. On the other hand, Fortis’ banks pay interest to customers on deposits and other
debt certificates, a large part of which consists of ordinary savings accounts which are easily
adaptable to fluctuations in the market. In 2000, the interest rate environment continued to be
characterized by repricing in mortgages, as homeowners refinanced fixed rate mortgages at lower
interest rates, lower interest income from loans and price competition in savings products. There
was increasing competition for customer deposits, resulting in narrower average spreads.

Belgium. The €11,039 million, or 6%, increase in average interest-earning assets in Belgium was
primarily due to growth in volumes in current accounts and loans to the private sector. The interest
margin decrease of 15 basis points was due to the flattening of the yield curve and the sale of high
yielding bonds from the bank’s portfolio.

The Netherlands. The €3,556 million, or 8%, increase in average interest-earning assets was
primarily related to increases in loans to credit institutions. The interest margin decreased by 9 basis
points, primarily resulting from the increase in lower-yielding loans to credit institutions.

Rest of World. The €11,682 million, or 23%, increase in average interest-earning assets was

primarily related to an increase in volume of loans. The interest margin decreased 12 basis points,
primarily as a result of a strong decrease in yield from investment securities.

Net Commission Income

The following table shows net commission income for each of the years indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Belgium ... 580 876 777
The Netherlands . ... . 569 572 505
LUXembourg . ... 271 304 242
Total BeneluX . . ... 1,420 1,752 1,524
United States . ... o 52 6 6
Rest of World . ... 506 406 308
Total net commission income ....... ... .. .. ... 1,978 2,164 1,838

2001 Compared to 2000

Net commissions consist of fees from securities transactions, fees from the sale of insurance products
in bank branches, asset management fees, trust business, guarantees, corporate finance fees and
other miscellaneous fees. Net commissions income in 2001 amounted to €1,978 million compared to
€2,164 million in 2000, which represented a decline of 9%. Commissions on issuance and secondary
placements, which fell 52% to €89 million due to lower stock market activity, as well as a decline in
commissions on security transactions of 10%, again due to lower market activity were largely
responsible for the decrease. Commissions on asset management remained virtually stable at

€654 million. The commissions received on placement of insurance declined 11% due to lower sales
of investment linked products. Net commissions represented 24% of net revenues in 2001 compared
with 27% in 2000.
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2000 Compared to 1999

Net commissions were €2,164 million in 2000, an increase of 18% over €1,838 million in 1999. The
increase in 2000 was primarily attributable to a 28% increase in commissions and fees from
securities transactions and a 29% increase in commissions associated with asset management
activities. This increase in net commissions was mainly attributable to equity offerings completed by
Fortis during 2000. Net commission income also increased due to higher volumes of VISA
cardholders. Net commissions represented 27% of net revenues in 2000 compared with 25% in 1999.

Result From Financial Transactions

The following table shows the result from financial transactions for each of the years indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Belgium . ... 606 350 324
The Netherlands . . ... . 118 373 210
Luxembourg . . ... 50 168 120
Total BeneluX . . ... 774 891 654
United States .. ... 7 9 (12)
Rest of World . ... 222 125 62
Total results from financial transactions ............ .. .. ... .. .. ........ 1,003 1,025 704

2001 Compared to 2000

Result from financial transactions decreased from €1,025 million to €1,003 million, or 2% in 2001.
Income from result from financial transactions remained relatively stable against 2000 principally
due to capital gains on the fixed income portfolio. Results from the trading portfolio increased by
9% in 2001 from €530 million in 2000 to €579 million in 2001. The mix in the trading portfolio
shifted in 2001 with a significant increase in profit in derivative contracts offsetting declines in
exchange rate transactions and trading stock of securities. Total realized capital gains were

€424 million in 2001 compared to €495 million in 2000. The resulting decline was due to losses in
the venture capital portfolio (€121 million gain in 2000 and a loss of €72 million in 2001) being
realized, as write-offs depressed the return on the portfolio in 2001.

2000 Compared to 1999

Result from financial transactions increased 46% in 2000. The increase in 2000 was due to a 78%
increase in foreign exchange transactions (€132 million in 1999 and €235 million in 2000), a 185%
increase in securities trading (€77 million in 1999 and €220 million in 2000), a 115% increase in
return on venture capital investments (€56 million in 1999 and €121 million in 2000) and a 2%
decrease in realized capital gains and losses (€380 million in 1999 and €374 million in 2000). Overall
capital gains were €495 million in 2000 (up 13%) with lower capital gains in the bond portfolio.

Other Operating Income
2001 Compared to 2000

Other operating income consists of income from lease activities, rental income and a number of
miscellaneous items. Other operating income increased to €897 million in 2001 from €677 million in
2000. This 32% increase was largely attributable to high income from leasing activities, which
advanced 60% due to some smaller acquisitions.
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2000 Compared to 1999

Other operating income remained constant at €677 million in 2000.

Operating Expenses and Value Adjustments on Receivables

The following table shows operating expenses and value adjustments on receivables for each of the
years indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Operating EXPENSES . . ..ottt 5,658 5,328 4,900
Value adjustments on receivables™. .. ... .. .. ... ... .. .. ... ... ... 626 619 547
Total operating expenses and value adjustments ....................... 6,284 5,947 5,447

(1) Specific provisions for loan losses and country risk, which are related to specific banking assets, and a fund for general banking
risks, which is net of taxes and covers general risks associated with lending and other banking activities, which may include risk of
loan loss. The addition to the Fund for General Banking Risk was €170 million, €155 million and €141 million in 2001, 2000 and 1999,
respectively. See ““Selected Statistical Information—Risk Elements".

2001 Compared to 2000

Operating expenses include staff costs, other general administrative expenses and depreciation.
Operating expenses increased 6% compared to 2000, mainly driven by staff costs, which increased by
5% to €2,995 million in 2001 compared to €2,857 million in 2000 attributable largely to wage
inflation. The number of full time equivalent (FTE) fell by 2% to 42,109. The growth in depreciation
by €142 million was due to an increase in leasing business, for the greater part from Fortis lease
France (€117 million) and the acquisition of the leasing portfolio of Lombard.

The value adjustments on receivables in 2001 remained stable at €626 million compared to

€619 million in 2000. The harmonization of the credit provisioning policy at Fortis Bank tempered
the level of provisions, however, this effect was offset by increasing losses on the Fortis credit
portfolio as a result of deterioration of general economic circumstances. In accordance with its
policy, Fortis added €170 million to the Fund for General Banking Risks (“FGBR") in 2001. At the end
of 2001 the FGBR was equal to 1.45% of Risk Weighted Assets. Fortis does not intend to make
further additions to the FGBR.

The cost income ratio increased from 66.4% in 2000 to 68.3% in 2001 due to operating expenses
exceeding the growth in revenues.

2000 Compared to 1999

Total operating expenses increased 9% in 2000 compared to 1999. This increase was principally due
to increases in general and administrative expenses at Fortis Bank Nederland a decrease of
depreciation and increase in costs of assets held for lease due to growth in leasing activities. The
largest component of administrative expenses is staff costs, which increased by 11% to

€2,857 million in 2000 compared to €2,575 million in 1999 was principally due to an increase in the
number of employees in The Netherlands and increases in salaries (collective labor agreement and
annual raises).

Also included in operating expenses is other operating charges, which includes exceptional charges.
Other operating charges were €295 million in each of 2000 and 1999. The 2000 charges principally
related to the cost of assets held for lease. The 1999 other operating charges primarily consisted of
€162 million for costs of assets held for lease and value adjustments on buildings of €49 million.

Value adjustments on receivables increased 13% in 2000 to €619 million from €547 million in 1999.
Provisions were deducted from the value of loans on the balance sheet rather than included as part
of the fund for general banking risks.
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Operating Result Before Taxation

The following table shows result before taxation for each of the three years indicated by
geographic region.

Year Ended December 31,

(€ millions) 2001 2000 1999
Belgium ... 798 766 916
The Netherlands . ... . 273 580 494
LUXeMbOoUrg . .. 441 349 350
Total Benelux . ... ... 1,512 1,695 1,760
United States . ... . 88 23 13
Rest of World . ... ... . . 398 357 169
Total operating result before taxation................................. 1,998 2,075 1,942

2001 Compared to 2000

Operating result before taxation decreased by €77 million, or 4% from €2,075 in 2000, to
€1,998 million in 2001, due to a 53% decrease in The Netherlands, offset by an increase in Belgium,
Luxembourg, United States and the Rest of the World.

Belgium. Operating result before taxation increased 4% in 2001 compared to 2000 mainly due to
the increase in gains on the fixed income portfolio.

Netherlands. Operating result before taxation in The Netherlands decreased by 53% in 2001
compared to 2000. This strong decline can be explained by high income from venture capital in
2000, whereas in 2001 write-offs depressed the return on the venture capital portfolio. Moreover,
provisions on the credit portfolio increased substantially in 2001.

Luxembourg. Operating result before taxation in Luxembourg increased due to the harmonization
of the provisioning policy for credit risks and country risks at Banque Générale de Luxembourg (BGL)
in line with the Fortis Bank policy.

2000 Compared to 1999

Operating result before taxation increased by €133 million or 7% from €1,942 million in 1999, to
€2,075 million in 2000, due to a 17% increase in The Netherlands, a 16% decrease in Belgium and a
111% increase in the Rest of World.

Belgium. Operating result before taxation in Belgium decreased by 16% principally due to lower
interest income.

Netherlands. Operating result before taxation in The Netherlands increased by 17% in 2000
compared to 1999. The increase was primarily due to realized gains on venture capital investments.

Luxembourg. Operating result before taxation in Luxembourg was flat at €350 million in 2000 and
1999.

Taxation
2001 Compared to 2000

The overall effective tax rate for Fortis’ banking operations in 2001 was 34.7% compared to 30.9%
in 2000. The difference was largely attributable to the record-high profit from venture capital in
2000, which was tax exempt, while the losses in the portfolio suffered in 2001 were non-deductible.
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2000 Compared to 1999

The overall effective tax rate in 2000 for Fortis’ banking operations was 30.9%, compared to a
31.5% rate in 1999. The effective tax rate for 2000 decreased due to higher levels of tax exempt
income, the most important ones being the realized gains and income on venture capital.

Minority Interests
2001 Compared to 2000

Minority interests decreased by €55 million in 2001 principally due to the buy out of the minority
shareholders of BGL in the second quarter of 2000.

2000 Compared to 1999

Minority interests decreased by €23 million, or 16% in 2000 principally due to the buy out of the
minority shareholders of BGL in the second quarter of 2000.

Net Operating Profit
2001 Compared to 2000

Net operating profit decreased by 6% to €1,238 million in 2001 compared to €1,312 million in 2000.
The decrease in minority interest due to the BGL acquisition in the course of 2000 could not fully
offset the decrease in operating result before tax and higher taxation in 2001 compared to 2000.

2000 Compared to 1999

Net operating profit increased by 11% to €1,312 million in 2000 compared to €1,185 million in 1999.
The increase is largely due to the increase in operating result before taxation in 2001 compared to
2000.

Net Profit
2001 Compared to 2000

Net profit for Fortis’ banking operations in 2001 decreased by €302 million, or 20% compared to
2000, to €1,204 million. Exchange rate movements had no material impact on net profit.

2000 Compared to 1999

Net profit for Fortis’ banking operations increased by €321 million, or 27%, compared to 1999.
Exchange rate movements had no material impact on net profit.

Banking Balance Sheet

The table below shows information regarding Fortis’ banking balance sheet at the dates indicated.

At December 31,

(€ millions) 2001 2000 1999
Loans and advances to credit institutions™™ .. ... ... ... ... .. ... .. 62,460 61,159 80,394
Loans and advances to customers® ... ... ... .. ... ... ... 164,090 149,840 132,351
Investments . ... ... . 96,867 84,099 85,427
Total assets .. ... 377,994 337,072 329,119
Amounts owed to credit institutions. .. ..... .. ... .. .. ... . ... ... 98,274 94,302 117,348
Amounts owed to customers. ... ... ... 181,325 148,368 135,479

(1) Net of allowance for credit losses of €175 million for 2001 (2000: €102 million; 1999: €125 million).
(2) Net of allowance for credit losses of €3,527 million for 2001 (2000: €3,274 million; 1999: €2,542 million).
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Loans and advances to credit institutions. Loans and advances to credit institutions increased to
€62,460 million in 2001 from €61,159 million in 2000 after the sharp decline from €80,394 million in
1998. The 2% increase in 2001 is composed of a slight decrease in reverse repo’s and an increase in
interbank loans. Loans and advances to credit institutions, primarily short-term loans to other banks,
decreased by 24% in 2000 compared to 1999. The decrease in 2000 was due to a planned reduction
in the repo/reverse repo business.

Loans and advances to customers. Loans and advances to customers, primarily corporate loans and
residential mortgages, increased from €149,840 million in 2000 to €164,090 million in 2001. Other
receivables were higher as a result of an increase in professional securities transactions and factoring
advances. Loans and advances to customers, primarily corporate loans and residential mortgages,
increased by 13% in 2000 compared to 1999 due to growth in mortgage lending.

Investments. Investments rose by €12,768 billion, entirely driven by the creation of the “BOT book”
(bonds against IRS), which resulted in a significant growth of Government securities. The banking
investment portfolio decreased by 2% in 2000 to €84,099 million from €85,427 million in 1999. The
decrease was principally due to a decrease in treasury bills.

Total assets. Total assets grew 12% in 2001 compared to 2000 primarily due to higher lending to
customers and increased investments. Total assets grew by 2% in 2000 compared to 1999 due to
higher lending to customers.

Amounts owed to credit institutions. The increase in amounts owed to credit institutions compared
to 2000 is €3,972 million. These movements were mainly driven by an increase in repo business and
a decrease in amounts repayable on demand. Throughout the year amounts owed to credit
institutions exceeded loans and advances to credit institutions by more than €30,000 million. Fortis
Bank remains an important net borrower in the banking sector. The surpluses were mainly used to
finance investments and trading securities. Funding from other banks decreased by 20% to

€94,302 million in 2000 from €117,348 million in 1999 due to the reduction in repo and reverse repo
business.

Amounts owed to customers. The amounts owed to customers grew by €32,957 million, or 22%, of
which €19 billion was registered during the fourth quarter of 2001. The weakening economy,
disappointing stock exchange markets and the September 11 attacks induced customers to reinforce
their savings. Deposits grew by 9% and increases were also recorded on professional securities
transactions and on suspense accounts. Amounts owed to customers increased by 10% to

€148,368 million in 2000 from €135,479 million in 1999 mainly due to an increase in securities sold
under repurchase agreements, increased demand deposits and increased time deposits.
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Assets Under Management

Assets under management increased by 1% from €313,846 in 2000 to €316,106 in 2001. The
decrease in Fortis’ total funds under management of 8% was largely due to lower share prices and
the impact of the sale of FFG (assets of €3.4 billion). This decrease was compensated for by increases
in the investment portfolio of the bank due to purchases of bonds.

The following table shows assets under management for Fortis at December 31, 2001, 2000 and
1999.

At December 31,

(€ millions) 2001 2000 1999
Investments:

Insurance!) 50,488 49,650 41,618

Banking'® . ... .. 96,867 84,099 85,427
Total investments® ... ... 147,676 134,203 127,382
Investments on behalf of policyholders ......................... 23,567 22,013 16,210
Private clients . . ... .. . . 60,221 66,817 58,651
Institutional clients . ... ... . ... 33,728 34,437 26,167
FUNAs . . 50,914 56,376 49,797
Total funds under management™® .. ... ... ... L. 144,863 157,630 134,615
Total assets under management® ... ... ... L. 316,106 313,846 278,207
(1) Assets held in the investment portfolios of the various Fortis insurance operations. See “— Insurance Investments” for a

description of the insurance business’s investments.

(2) Investments held in the investment portfolios of the various Fortis banking operations. See Note 3.1 to the combined financial
statements.

(3) Includes intercompany accounts and balance sheet items which cannot be attributed either to insurance or to banking. This
explains the discrepancy between “‘total investments”” and the sum of "insurance” and “'banking".

(4) Funds under management represent investments managed for unrelated third parties. Fortis IM primarily manages funds for third
parties.

Liquidity and Capital Resources
Combined Cash Flows

Fortis’ total cash flows are comprised of the net cash flow from operating activities, the net cash
flow from investment activities and the net cash flow from financing activities.

The principal sources of funds for Fortis’ operating activities are insurance premiums, income from
investments of the insurance operations and interest income and other income received from the
banking operations. Fortis also supplements its funding requirements with borrowings from financial
institutions, which consist of both short-term liabilities and long-term debt obligations. Fortis' major
uses of funds are for payments in connection with life policy benefits, payments of non-life claims,
interest expenses, personnel expenses and other expenses, as well as investments in information
technology. The net cash flow of Fortis’ operating activities also includes the sales and purchases of
its trading portfolio, the net balance of loan advances and repayments and the change in deposits
and other short-term borrowings of the banking operations.

During the course of 1999 Fortis formulated internal solvency targets which include a minimum and
maximum level. The minimum level equals the sum of 6% of the risk-weighted assets of the banking
operations plus 1.75 times the statutory minimum requirements for the insurance operations. The
maximum level equals the sum of 7% of the risk-weighted assets of the banking operations plus 2.5
times the statutory minimum requirements for the insurance sector. For a discussion of capital
requirements and solvency margins of the insurance and banking operations, see ““—Insurance Cash
Flows—Solvency Margins and Capital Requirements’” and “—Bank Cash Flows—Capital Adequacy”.
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The table below sets forth Fortis’ solvency position at December 31 for the years indicated:

At December 31,

(€ millions) 2001 2000 1999
Group equity™ . ... 15,977 17,356 15,991
Fund for general banking risks . ............ 2,217 2,043 1,861
Tier 1loan™ ... ... . 1,000
Net core capital ........................... 19,194 19,399 17,853
Floor Cap Floor Cap Floor Cap
Solvency requirement ..................... 16,557 21,254 16,063 20,447 13,679 17,254
Surplus (deficit) ... 2,637 (2,060) 3,336 (1,048) 4,174 599
Core capital as multiple of Floor/Cap ....... 1.16 0.90 1.21 0.95 1.31 1.03

(1) Included as part of group equity and Tier 1 loan respectively, are two hybrid instruments that could possibly require, under
exceptional circumstances, the exchange of such hybrids against Fortis Shares (Fortis Capital Company (1999) and Fortis Bank Tier 1,
(2001), for a total amount of €1,450 million. See Note 7 to Notes to Fortis’ consolidated financial statements.

The table below sets forth Fortis’ solvency position at December 31, 2001 as adjusted to give effect
to the offering of the FRESH Capital Securities offered hereby.

At December 31, 2001

(€ millions) As adjusted
Net core capital ... ... . 19,194
Offering . ..o 1,250
Adjusted net core capital .......... ... 20,444

Floor Cap
Solvency requirement .. ... ... 16,557 21,254
Adjusted surplus (deficit) ........ . ... . . 3,887 (810)
Adjusted capital as multiple of Floor/Cap ........... ... ... ... .......... 1.24 0.96

Insurance Cash Flows

The principal sources of funds for Fortis’ insurance companies are premiums, net investment income
and proceeds from sales or maturity of investments, while the major uses of these funds are to
acquire investments for policyholders, to provide life policy benefits, to pay surrenders and profit
sharing for life policyholders, to pay non-life claims and related claims expenses, and to pay other
operating costs. Fortis’ insurance companies generate a substantial cash flow from operations
because most premiums are received in advance of the time when claim payments or policy benefits
are required. These positive operating cash flows, along with that portion of the investment
portfolio that is held in cash and highly liquid securities, have historically met the liquidity
requirements of Fortis’ insurance companies, as evidenced by the overall growth in the insurance
investment portfolio.

In the insurance industry, liquidity generally refers to the ability of an enterprise to generate
adequate amounts of cash from its normal operations, including its investment portfolio, to meet its
financial commitments which are principally obligations under its insurance contracts. The liquidity
needs of Fortis’ life operations are generally affected by trends in actual mortality experience
relative to the assumptions with respect to such trends included in the pricing of its life insurance
policies, by the extent to which minimum returns or crediting rates are provided in connection with
its life insurance products, as well as by the level of surrenders and withdrawals. The liquidity of
Fortis’ non-life operations is affected by the frequency and severity of losses under its policies, as
well as by the persistency of its products. Future catastrophic events, the timing and effect of which
are inherently unpredictable, may also create increased liquidity requirements for Fortis’ non-life
operations.

Premiums (gross) and income from investments from the insurance operations (including realized
capital gains) totaled €21,614 million and €2,595 million respectively in 2001 (2000: €19,426 million
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and €4,226 million; 1999: €14,534 million and €6,230 million). Uses of funds by the insurance
operations include reinsurance premiums, benefits, surrenders, claims (including claims handling
expenses) and profit sharing by life policyholders and employee and other operating expenses, as
well as interest expense on outstanding borrowings. Such uses of funds for the insurance operations
totaled €13,440 million, €4,962 million and €688 million respectively in 2001 (2000: €13,463 million,
€4,464 million and €314 million; 1999: €13,797 million, €3,488 million and €201 million).

Fortis’ insurance companies’ liquidity requirements are met on both a short-term and long-term
basis by funds provided by insurance premiums collected, investment income and collected
reinsurance receivables, and from the sale and maturity of investments. Fortis’ insurance companies
also have short-term credit lines to cover temporary liquidity needs.

Solvency Margins and Capital Requirements

The insurance operations of Fortis are subject to detailed, comprehensive regulation in all the
jurisdictions in which Fortis does business. In addition, EC directives have had and will continue to
have a significant impact on the regulation of the insurance industry in the EU as such directives are
implemented through legislation adopted within each member state, including Belgium and The
Netherlands.

Insurance companies in Belgium and The Netherlands are supervised by the Belgian Office de
Contrdéle des Assurances/Controledienst Voor de Verzekeringen, the Belgian insurance regulator, and
the Dutch Insurance Supervisory Board de Pensioen- en Verzekeringskamer, the Dutch insurance
regulator, respectively. Belgium and The Netherlands have adopted the EC Directives of 1973 and
1979 setting forth certain solvency requirements for non-life and life insurance companies,
respectively. Such solvency requirements apply to all of Fortis’ insurance subsidiaries in the EU. As a
group of companies in The Netherlands may be engaged in both insurance and banking, the Dutch
Central Bank and the Dutch insurance regulator, in consultation with the Ministry of Finance, have
entered into a protocol for the purpose of jointly regulating groups with interests in both banks
and insurance companies. See ‘Supervision and Regulation”. Since Fortis is also subject to regulation
in Belgium, Fortis’ principal regulators have agreed that the Belgian Commission for Banking and
Finance will be primarily responsible for coordinating the overall regulation of Fortis.

Each of Fortis' Belgian, Dutch and other European insurance subsidiaries is in compliance with the
applicable solvency requirements. At December 31, 2001 the aggregate solvency margin of Fortis’
insurance subsidiaries was €6,975 million (2000: €8,422 million; 1999: €7,338 million). The minimum
solvency margin was €4,225 million at December 31, 2001 (2000: €3,724 million; 1999:

€2,827 million).

In the United States, since 1993, insurers, including the companies comprising Fortis’ U.S. operations,
have been subject to risk based capital ("RBC"’) guidelines. See "Supervision and Regulation—
Insurance—Regulation of Fortis’ Insurance Activities in the United States".

Bank Cash Flows

The principal sources of funds for Fortis’ banking operations are growth of the deposit base,
interbank loans, private loans, repayments of existing loans, disposals and redemptions of
investments, sales of trading portfolio securities, interest income and commission income. Although
Fortis’ traditional deposit base is still Fortis’ single largest source of liquidity, interbank funding
accounted for 20% of Fortis’ total liabilities and equity at December 31, 2001 (2000: 22%;

1999: 29%). Interbank lending decreased to 13% at December 31, 2001 of Fortis’ total assets (2000:
14%; 1999: 20%).

The major uses of funds in Fortis’ banking operations are advances of loans and other credits,
interbank lending, investments, purchases of trading portfolio securities, interest expense and
administrative expenses. At December 31, 2001, Fortis’ banking operations had €4,555 million of
cash (2000: €5,342 million; 1999: €3,207 million).
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Capital Adequacy

Capital adequacy and the use of capital are monitored by Fortis and its banking companies,
employing techniques based on the guidelines developed by the Basle Committee on Banking
Regulations and Supervisory Practices (the ““Basle Committee’”) and implemented by the European
Central Bank for supervisory purposes.

The Belgian and Dutch Central Banks, in common with other bank supervisors, regards the risk
assets ratio developed by the Basle Committee as a key supervisory tool and set individual ratio
requirements for banks in Belgium and The Netherlands, respectively. This ratio was designed to
meet the dual objectives of strengthening the soundness and stability of the international banking
system and of creating a fair and consistent supervisory framework for international banks by means
of an international convergence of capital measurement and capital standards. The technique
involves the application of risk-weightings to assets (which for this purpose includes both balance
sheet assets and off-balance sheet items) to reflect the credit and other risks associated with broad
categories of transactions and counterparties.

The Basle Committee guidelines set a minimum total risk asset ratio for all international banks of
8%. Bank capital adequacy requirements have also been established to comply with EU directives.
These directives, as implemented in Belgium and The Netherlands, set forth capital standards similar
to those of the Basle Committee guidelines.

In addition, the EC Capital Adequacy Directive became effective January 1, 1996. This directive
establishes minimum capital requirements for banks and investment firms for market risks. The
Capital Adequacy Directive is based on a proposal by the Basle Committee. Its significant aspects
relate to:

(1) permitting shorter-term subordinated debt to qualify as capital (Tier 3 capital)
(2) capital requirements with respect to the following risks:

* the market risk of underwriting and trading-book positions in financial instruments
and the foreign exchange risk of all business activities;

* the delivery risk for all securities transactions on the trading book and the non-
trading book;

e the concentration risk of trading-book positions that exceed the large-exposure
limit; and

e the counterparty risk of securities lending and repurchase and reverse repurchase
transactions on the trading book and the non-trading book.

The risk asset approach to capital adequacy emphasizes the importance of Tier 1 (core) capital,
comprising shareholder’s equity, published reserves (minus revaluation reserves), the fund for
general banking risks and minority interests, minus intangible assets. Secondary or Tier 2 capital
consists of revaluation reserves, long-term subordinated loans with a minimum/original maturity of
at least five years and cumulative preference shares.

The concept of risk-weighting assumes that banking activities generally involve some risk of loss. For
risk-weighting purposes, commercial lendings are taken as a bench-mark to which a risk-weighting
of 100% is ascribed. Other transactions which are considered to present lower levels of risk than
commercial lending, may qualify for reduced weightings. Off-balance sheet items are generally
converted to credit risk equivalents by applying credit conversion factors laid down by the Basle
Committee. The resultant amounts are then risk-weighted according to the nature of the
counterparty. As a result, credit substitutes, such as standby letters of credit and acceptances, are
allocated the same risk-weightings as similar on-balance sheet lending, while transaction-related off-
balance sheet items such as performance bonds, are allocated a lower weighting in recognition of
the smaller likelihood of loss from these instruments.
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In the case of interest and exchange rate related contracts, the risks involved relate to the potential
loss of cash flows rather than notional principal amounts. These risks are represented by the
replacement cost (as defined by the Belgian Central Bank since the Belgian Commission for Banking
and Finance Commission is Fortis' primary regulator) of the contracts plus an add-on to reflect
potential future volatility in replacement cost arising from movements in market rates.

Fortis uses Tier 1 and total capital ratios to monitor its solvency. Fortis strives to maintain a
minimum Tier 1 capital ratio of 6% in its banking operations, well above the current regulatory
minimum of 4%. The following table sets forth the risk-weighted capital ratios of Fortis’ banking
operations at the dates indicated, in each case calculated under the implementation of the relevant
EC directives.

At December 31,

2001 2000 1999
Tier 1 ratio ... 8.5% 7.3% 7.6%
Total capital ratio™. .. ... .. ... .. 135% 11.8%  12.2%

(1) Includes Tier 1 and Tier 2 capital.

Fund for General Banking Risks

In the banking sector Fortis makes value adjustments on receivables, which are reductions from
income for possible loan losses and are similar to provisions. Fortis, consistent with market practice
and regulatory requirements, makes two types of value adjustments on receivables:

e Specific provisions for loan losses and country risk, which are related to specific banking
assets. The additions to these provisions are included under value adjustments as a part of
the income statement; the provisions reduce the value of the assets. These provisions are
based on statistical calculations and closely relate to risk profiles of underlying loan and
investment portfolios.

e A fund for general banking risks, which is net of taxes and covers general risks associated
with lending and other banking activities, which may include risk of loan loss. Additions to
the fund for general banking risks are included under value adjustments and are included in
the income statement.

The level of the fund for general banking risks is based on management’s evaluation of the risks
involved in its banking operations and supervisory requirements. The amount of the fund is
established in part based on the level of risk weighted assets included in Fortis’ banking balance
sheet. The fund was €2,217 million at December 31, 2001 (2000: €2,043 million; 1999:

€1,861 million).

As of 2002 Fortis will no longer make additions to the Fund for General Banking Risks.

Liquidity and Capital Resources of Fortis N.V.

As of December 2001 Fortis N.V. is a holding company whose principal assets currently are its
investments in Fortis companies. These investments are its sole assets other than certain “permitted”
assets it may hold from time to time. The liquidity and capital resource considerations for

Fortis N.V., and the insurance and banking operations of Fortis vary in light of the business
conducted by each, as well as the insurance and bank regulatory requirements applicable to Fortis
companies in Belgium, The Netherlands and the other countries in which Fortis does business.

As a holding company, Fortis N.V.’s principal sources of funds are funds that may be raised from
time to time from the issuance of debt or equity securities and bank or other borrowings, as well as
cash dividends received from Fortis companies.

At December 31, 2001 Fortis N.V. held receivables of €1,291 million to Fortis companies under
intercompany lending arrangements. At December 31, 2001 Fortis N.V. had €0.3 million of available
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cash. Certain Fortis companies are subject to restrictions on the amount of funds they may transfer
at any given time in the form of cash dividends or otherwise to Fortis N.V.

In addition to the restrictions in respect of minimum capital and solvency requirements that are
imposed by insurance, banking and other regulators in the countries in which Fortis’ subsidiaries
operate, other limitations exist in certain countries. For example, the operations of Fortis’ insurance
subsidiaries located in the United States are subject to limitations on the payment of dividends to
their parent company under applicable state insurance laws. Dividends paid in excess of these
limitations generally require prior approval of the insurance commissioner of the state of domicile.

Liquidity and Capital Resources of Fortis SA/NV

As of December 2001 Fortis SA/NV is a holding company whose principal assets currently are its
investments in Fortis companies. These investments will be its sole assets other than certain
"permitted’’ assets it may hold from time to time. The liquidity and capital resource considerations
for Fortis SA/NV, and the insurance and banking operations of Fortis vary in light of the business
conducted by each, as well as the insurance and bank regulatory requirements applicable to Fortis
companies in Belgium, The Netherlands and the other countries in which Fortis does business.

As a holding company, Fortis SA/NV's principal sources of funds are funds that may be raised from
time to time from the issuance of debt or equity securities and bank or other borrowings, as well as
cash dividends received from Fortis companies. At December 31, 2001 Fortis SA/NV had €5.9 million
of available cash and short-term investments, which are considered cash equivalents. Certain Fortis
companies are subject to regulatory and other restrictions on the amount of funds they may
transfer at any given time in the form of cash dividends or otherwise to Fortis SA/NV.

In addition to the restrictions in respect of minimum capital and solvency requirements that are
imposed by insurance, banking and other regulators in the countries in which Fortis’ subsidiaries
operate, other limitations exist in certain countries. For example, the operations of Fortis’ insurance
company subsidiaries located in the United States are subject to limitations on the payment of
dividends to their parent company under applicable state insurance laws. Dividends paid in excess of
these limitations generally require prior approval of the insurance commissioner of the state of
domicile.

Financing Programs and Available Credit Lines

Through its financing vehicle, Fortis Finance, Fortis utilizes the financial markets to raise financing,
including the U.S. and European commercial paper markets and the Euro Medium Term Note
market. At December 31, 2001, Fortis Finance had US$45.5 million outstanding under a US$1 billion
commercial paper program, €3.2 billion outstanding under a €8 billion commercial paper program,
and €3.9 billion outstanding under a €10 billion Euro Medium Term Note program.

In addition, Fortis Finance has organized standby credit lines in aggregate for €2 billion, and a
US$125 million swing line. These lines are available to Fortis N.V., Fortis SA/NV as well as other
members of the Fortis Group. At April 25, 2002 there were no amounts outstanding under these
credit lines.

Fortis’ banking operations organize their own financing programs and credit lines.

Dividends

Following the introduction of the Fortis Share, shareholders now have shares in both Fortis SA/NV
and in Fortis N.V. Shareholders may choose to receive a dividend from Fortis SA/NV (Belgium) or
from Fortis N.V. (The Netherlands). The dividend of Fortis SA/NV will be equal to the dividend of
Fortis N.V.
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If no express choice is made by the shareholders for a Fortis share, the following will apply:

e |If the Fortis share is held by a paying agent that has an account with a CSD member of a
central securities custody office established in Belgium or The Netherlands respectively, or if
the Fortis share is held by a shareholder whose residence as stated in the shareholders’
register is in Belgium or The Netherlands respectively, the shareholder will be deemed to
have chosen the dividend of Fortis SA/NV or Fortis N.V. respectively.

e |If the shareholder has received physical bearer shares, the shareholder will be deemed to
have chosen the dividend of Fortis SA/NV.

* In all other cases, 50% of the relevant shares will be assigned the Fortis SA/NV dividend
and 50% of the relevant shares will be assigned the Fortis N.V. dividend.

The companies comprising Fortis are subject to legal restrictions regarding the amount of dividends
they may pay to their shareholders. The Netherlands Civil Code stipulates that dividends may be
paid out by a Dutch company only if the net equity of the company exceeds the total of the paid
up and called up capital and the reserves required by law or by the company’s Articles of
Association. Under the Belgian Companies Code, 5% of the net profit of a company must be used
annually for the formation of a reserve fund. This obligation no longer applies once the reserve
fund has reached 10% of the authorized share capital. Dividends may not be paid if the level of net
assets of the company falls below, or following payment of a dividend would fall below, the sum of
its paid up capital and non distributable reserve. The Belgian and Dutch subsidiaries are also subject
to dividend restrictions arising from minimum capital and solvency requirements imposed by
industry, principally banking and insurance, regulators in the countries in which the subsidiaries
operate.

Embedded Value

As part of its 2001 results, Fortis published for the first time the Embedded Value of its life
insurance business. Embedded Value of life insurance operations provides additional information on
the value of the in-force contracts and the value of new business. Embedded Value is an estimate of
the economic value of a life company, excluding any value attributed to future new business. The
changes in a company’'s embedded value from year to year, provide a measure of the profitability of
the company'’s life insurance business.

Embedded Value comprises the sum of the Free Surplus (as defined below) and the present Value of
In-Force (as defined below) life insurance contracts. The computation takes into account several
factors such as costs, inflation, lapse and mortality rates and investment income. Fortis has applied
year-end 2001 best estimates for this purpose. The assumptions used in calculating Embedded Value
as well as certain sensitivities associated with such assumptions are set forth below.

Embedded Value, excluding FFG, amounted to €10.4 billion at December 31, 2000. The poor stock
market performance in 2001 depressed value creation, but an accrual of €215 million was still
achieved. Considering the intended dividend payment to Fortis by the life operating companies,
Embedded Value was €10.3 billion at year-end 2001.

Change in Embedded Value

The table below shows the evolution of Embedded Value from December 31, 2000 to December 31,
2001.
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Change in

(€ million) Embedded Value
Embedded Value at December 31, 2000 including FFG ........................... 11,034
Divestiture of FFG ... ... (600)
Embedded Value at December 31, 2000 excluding FFG ........................... 10,434
Accrual during the year ... ... o 215

Accrued value at December 31, 2001 . .. ... ... 10,648
Intended dividend payment to Parent Companies................................ (357)
Embedded Value at December 31, 2001 ........ ... . i 10,291

FFG was divested by Fortis, Inc during 2001 and has been excluded from the Embedded Value
calculation (€600 million), as has the run-off of the corresponding modified co-insurance, resulting in
Embedded Value at December 31, 2000, excluding FFG, equal to €10,434 million. During 2001 the
poor stock market performance depressed the after-tax investment return (negative €223 million) on
the assets corresponding to the Free Surplus. Going forward in 2001, the Value of the In-force (the
present value at the discount rate of future after-tax profits and releases of Required Capital)
increases by €764 million due to the unwinding of the discount rate. As part of the calculation Fortis
also projected balance sheets and profit and loss accounts into the future for the lifetime of the
existing portfolios using assumptions which include, among others, profit sharing, lapse rates,
mortality rates and expense levels. Updating these assumptions based on experience during the year
2001 resulted in €205 million additional value. During 2001, however, the variance between the
actual total return on equity shares and the assumed 9% total return was significant, resulting in a
negative value impact of €1,028 million. See ""—Assumptions and Sensitivities”. The variance in
experience of the other assumptions during 2001 and exceptional items resulted in a positive value
impact of €285 million. The Value Added by New Business was €211 million. As a result of the
foregoing, a total of €10,648 million was accrued at the end of 2001. This reflected a positive
accrual of €215 million compared to the Embedded Value, excluding FFG, at the beginning of the
year and prior to giving effect to the intended dividend payment to Fortis in the amount of

€357 million.

The volume of new life business is measured by annualized premium equivalent (APE). APE is the
sum of annualized regular premiums plus 10% of single premiums of new business. The table below
gives a breakdown of the various life insurance operations’ Embedded Value, APE, value added by
new business (VANB) including cost of capital and the present value of future profits of new
business (PVFP) excluding cost of capital at December 31, 2001.

At December 31, 2001

Embedded New Business
(€ million) Value APE  VANB PVFP
Insurance The Netherlands. .. ........ ... .. .. ... ... ... .. ....... 4,403 241 22 37
Insurance Belgium . ........ . .. ... 2,594 136 24 45
FB INsurance . ......... .. 2,049 269 98 125
Insurance United States ............. ... .. . . 807 178 42 54
Insurance International .......... .. .. ... .. ... 438 324 25 42
Totall) 10,291 1,147 211 304

(1) After giving effect to the intended dividend payment to the Parent Companies in the amount of €357 million.

Scope

The scope of Embedded Value encompasses Fortis’ life insurance operations as they were in 2001.
It does not include any holding or sub-holding activities or non-life insurance. Fortis’ life business
consists of:
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* Insurance The Netherlands (ASR)
e Insurance Belgium (Fortis AG)
* FB Insurance, Fortis’ Belgian bancassurance operation in Network Banking
* Insurance International
* VidaCaixa and Seguros Bilbao in Spain
* Fortis Assurances in France (sold at the beginning of 2002)
¢ Fortis Luxembourg and Generalife in Luxembourg
* Insurance United States
e Preneed—Fortis Family Life and AMLIC
* Non-medical—Fortis Benefits

e Life operations of Assurant Group

Important Terms
The life insurance equity as it appears on the balance sheet is split in two parts:
e Free Surplus
¢ Required Capital
e Required Capital is the equity that is required to support the business.

* Any remaining equity in excess of Required Capital is called Free Surplus. It can be
distributed as a dividend to shareholders without impairing the business.

Required Capital means the capital required to support the business. Fortis calculates its Required
Capital so that it exceeds minimum required levels and protects the business from insolvency. At
December 31, 2001, Required Capital was 1.9 times the legal minimum for the European operating
companies and 2.25 times the U.S. legal minimum in the United States. See “Supervision and
Regulation—Insurance—Solvency"'.

Value of the In-force consists of three parts:

e Present Value Future Profits (PVFP). The balance sheet and profit and loss accounts are
projected into the future for the lifetime of the current portfolio. Future premium income
from existing policies is taken into account; future new business is not. These projections
allow year-by-year the after-tax profits generated by the portfolio to be identified. PVFP is
the present value at the discount rate of these determined annual after-tax profits.

e Required Capital. Allocating the Required Capital adds value equal to the face amount
of the Required Capital on the balance sheet.

e Cost of Required Capital. The Required Capital allocated to the business is only released
over time. The present value at the discount rate of the year-by-year projected releases of
Required Capital and corresponding after-tax investment returns is lower than the face
amount of the Required Capital at the start. The difference is the Cost of Required Capital.

The Value of the In-force thus equals PVFP plus Required Capital minus Cost of Required Capital.

Value Added by New Business has two components:

e New Business PVFP. Also for new business the projections generate year-by-year after-tax
profits. New Business PVFP is the present value at the discount rate of these amounts.
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e Cost of Required Capital. The Cost of Required Capital is the difference between the
capital required by the new business and the present value of future releases including the
after-tax investment returns on the corresponding assets.

Value Added by New Business equals New Business PVFP minus the Cost of Required Capital.

Assumptions and Sensitivities

The assumptions used to determine Embedded Value are based on the current and expected future
operating experience of Fortis’ life companies and may differ from those used to calculate the
technical reserves in Fortis’ consolidated financial statements.

The calculation of the Value of the In-Force business necessarily makes numerous assumptions,
some of which are set forth below, with respect to industry performance, general business and
economic conditions, investment return, taxes and other matters, many of which are beyond Fortis’
control. Although the assumptions used represent estimates which Fortis believes are reasonable,
actual future experience may vary from that assumed in the calculation of Embedded Value, and
such variation may be material. Consequently, the inclusion of Embedded Value herein should not
be regarded as a representation by Fortis or the Managers or any other person that the stream of
future after-tax profits discounted to produce these values will be achieved.

Assumptions:
e Capital markets and discount rate:

Current fixed interest assets are modeled according to actual returns. Projected new money invested
in government bonds and treasury securities is assumed to generate a 5.0% yield. For new money
invested in other fixed interest instruments (e.g. mortgages) the current spread between those
assets and government bonds/treasuries applies. For Real estate and Equity shares it is assumed that
the total real estate portfolio generates an annual total return of 7.5% and the total equity share
portfolio an annual total return of 9.0%. The discount rate used is 9.0%. It is applied to projected
after-tax results and releases of required capital.

The assumptions result in a 4% spread of the discount rate over the new money fixed income rate
and a zero spread of the discount rate over the assumed equity share return.
* Expenses, Mortality and Lapses:

Modeled expenses start at the current level. Future commission payments follow the schemes agreed
with the parties entitled to the payments. All other expenses are modeled with a 2.0% annual
inflation. No account is taken of the effect of future expense reduction programs, productivity gains
or integration synergies. Each life operation sets mortality and lapse rates at best-estimate levels,
based on its knowledge of the local markets. Each operating company defines the applied rates per
product/market combination.

¢ Asset mix:

The asset mix has remained unchanged in the projections.

Sensitivities:
Fortis applied the following sensitivities to the above assumptions:

* If the discount rate decreases by 0.50% (i.e., 9.0% becomes 8.5%) the positive impact will
be 3.3% on Embedded Value, 6.3% on New Business PVFP and 12.2% on Value Added by
New Business. An 0.50% increase of the discount rate impacts Embedded Value by -3.3%,
New Business PVFP by —-6.0% and Value Added by New Business by —-11.5%.

* A simultaneous decrease in the discount rate and in the investment returns by 0.50% with
a corresponding adjustment of the level of profit sharing has a negative impact on
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Embedded Value of 2.2%, but a positive impact on New Business PVFP of 0.1% and also a
positive impact on Value Added by New Business of 1.5%.

* Increasing both the discount rate and the investment returns by 0.50% and adjusting
profit sharing accordingly positively impacts Embedded Value by 1.3%, New Business PVFP by
0.1% and Value Added by New Business by a negative 1.7%.

e A 10% decrease in expenses, excluding commission payments, would have a positive
effect of 1.3% on Embedded Value, 7.8% on New Business PVFP and 10.9% on Value Added

by New Business.

A reduction from 1.9 to 1.5 times legal minimum in required capital for European companies would
increase Embedded Value by 3.4% while New Business PVFP would remain unchanged and Value
Added by New Business would increase by 3.7%.
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Selected Statistical Information

The tables below set forth historical selected statistical information regarding Fortis’ banking
operations. Unless otherwise indicated, average balances, when used, are calculated from quarterly
data and geographic data are based on the domicile of the customer. See "“Operating and Financial
Review and Prospects—Banking—Net Interest Income’ for analysis of fluctuations between periods.

The tables below do not include interest related to non-accrual loans, the portion of interest which
is not recognized on partially non-accruing loans or lending commission income. Net interest income

is not calculated on a tax-equivalent basis.

Average Balance Sheets and Interest Rates

The following tables show Fortis’ average balances and interest rates for each of the past three

years.
Year Ended December, 31
2001 2000 1999
Average Average Average Average Average Average
(€ millions, except percentages) Balance Interest Rate (%) Balance Interest Rate (%) Balance Interest Rate (%)
Assets:
Investments securities
Belgium ... ... ... 58,093 3,377 58% 53,918 3,473 6.4% 55,401 2,966 5.4%
The Netherlands ......................... 6,978 352 5.0% 7,634 395 52% 7,679 334 4.3%
Restof World ........................... 19,606 1,688 8.6% 18,631 1,506 8.1% 16,718 1,364 8.2%
Total .. 84,677 5,417 6.4% 80,183 5,374 6.7% 79,798 4,664 5.8%
Receivables from credit institutions
Belgium ... ... ... 39,360 1,880 4.8% 56,719 2,476 4.4% 44,728 1,755 3.9%
The Netherlands ......................... 4,865 260 5.3% 4,710 173 3.7% 6,358 252 4.0%
Restof World ........................... 25,723 885 3.4% 20,869 786 3.8% 20,149 719 3.6%
Total .. 69,948 3,025 43% 82,298 3,435 4.2% 71,235 2,726 3.8%
Receivables from customers
Belgium ... ... ... 81,409 3,784 4.6% 80,359 4,316 54% 79,829 3,527 4.4%
The Netherlands ......................... 47,909 3,294 6.9% 38,142 2,746 7.2% 32,893 2,078 6.3%
Restof World ........................... 30,303 2,194 7.2% 22,763 1,654 73% 13,714 1,199 8.7%
Total .. 159,621 9,272 5.8% 141,264 8,716 6.2% 126,436 6,804 5.4%
Total interest-earning assets
Belgium ... .. ... ... 178,862 9,042 5.1% 190,997 10,265 54% 179,958 8,248 4.6%
The Netherlands ......................... 59,752 3,906 6.5% 50,486 3,314 6.6% 46,930 2,664 5.7%
Restof World ........................... 75,632 4,766 6.3% 62,263 3,946 6.3% 50,581 3,282 6.5%
Total .. 314,246 17,714 5.6% 303,746 17,525 5.8% 277,469 14,194 5.1%
Non-interest-earning assets . .............. 47,782 38,386 30,549
Total average assets...................... 362,028 342,132 308,018
Liabilities:
Amounts owed to credit institutions
Belgium...... ... ... 73,716 2,954 4.0% 85112 3,712 44% 73,153 2,815 3.9%
The Netherlands ......................... 15,016 675 45% 11,065 578 52% 12,674 583 4.6%
Restof World ........................... 15,319 862 5.6% 13,322 743 5.6% 14,116 731 5.2%
Total ... ... 104,051 4,491 43% 109,499 5,033 4.6% 99,943 4,129 4.1%
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Year Ended December, 31

2001 2000 1999

Average Average Average Average Average Average
(€ millions, except percentages) Balance Interest Rate (%) Balance Interest Rate (%) Balance Interest Rate (%)
Amounts owed to customers
Belgium . ... ... ... 98,656 2,788 2.8% 89,496 2,819 3.2% 81,168 1,836 2.3%
The Netherlands ......................... 29,924 1,794 6.1% 27,510 1,654 6.0% 28,504 1,032 3.6%
Restof World ........................... 32,061 1,816 57% 29,306 1,594 5.4% 27,445 993 3.6%
Total .. 160,641 6,398 4.0% 146,312 6,067 42% 137,117 3,861 2.8%
Debt certificates
Belgium . ... ... ... 23,767 920 3.9% 24,697 1,205 49% 24,482 1,180 4.8%
The Netherlands ......................... 4,941 262 5.3% 1,970 123 6.2% 1,611 75 4.7%
Restof World ........................... 11,573 760 6.6% 8,707 447 5.1% 7,623 371 4.9%
Total .. 40,281 1,942 4.8% 35,374 1,775 51% 33,716 1,626 4.8%
Subordinated debt
Belgium . ... ... ... 3,346 148 4.4% 3,053 165 5.4% 2,455 164 6.7%
The Netherlands ......................... 1,535 38 2.5% 1,401 44 3.1% 1,127 49 4.4%
Restof World ........................... 4,289 292 6.8% 3,913 285 7.3% 3,146 197 6.3%
Total .. 9,170 478 5.2% 8,367 494 5.9% 6,728 410 6.1%
Total interest bearing liabilities
Belgium . ... ... ... 199,484 6,810 3.4% 202,358 7,901 3.9% 181,258 5,995 3.3%
The Netherlands ......................... 51,417 2,770 5.4% 41,946 2,399 57% 43,916 1,739 4.0%
Restof World ........................... 63,242 3,730 5.9% 55,248 3,069 5.6% 52,330 2,291 4.4%
Total .. 314,143 13,310 4.2% 299,552 13,369 4.5% 277,504 10,025 3.6%
Non-interest bearing liabilities ............ 39,046 34,254 24,096
Shareholders’ equity .................. ... 8,936 7,994 6,418
Total average liabilities and shareholders’
equity. ... 362,125 341,800 308,018
Net interestresult ....................... 4,404 4,156 4,170

Selected Ratios—Banking Operations Only

Set forth below are selected ratios relating to Fortis' banking operations for the years indicated.

Year Ended December 31,

2001 2000 1999
Return on banking assets ............ .. ... ... 0.3% 0.4% 0.4%
Return on banking equity ........ ... . ... 13.5% 18.8% 18.5%
Banking equity to banking assets .............. .. ... ... 2.4% 2.6% 2.2%
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Yields, Spread and Margins

The table below shows selected yield, spread and margin information applicable to Fortis for the
years indicated. These amounts are derived from the table of average balances and interest rates
above.

Year Ended December 31,

2001 2000 1999
Gross yield™:
Belgium ... 5.1% 5.4% 4.6%
The Netherlands ........ ... i 6.5% 6.6% 5.7%
Rest of World . ... 6.3% 6.3% 6.1%
Total .o 5.6% 5.8% 5.1%
Interest rate spread(z):
Belgium ... 1.7% 1.5% 1.3%
The Netherlands ........ ... i 1.1% 0.9% 1.7%
Rest of World . ... 0.4% 0.7% 2.1%
Total .o 1.4% 1.3% 1.5%
Net interest margin®:
Belgium ... 1.2% 1.2% 1.3%
The Netherlands . ....... ... 1.9% 1.8% 2.0%
Rest of World . ... 1.4% 1.4% 2.0%
Total .o 1.4% 1.4% 1.5%

(1) "Gross yield"” is the interest rate earned on average interest-earning assets.

(2) “Interest rate spread” is the difference between the interest rate earned on average interest-earning assets and the interest rate
paid on average interest-bearing liabilities.

(3) “Net interest margin’ is “‘net interest income"” as a percentage of average interest-earning assets.

Changes in Net Interest Revenue—Volume and Rate Analysis

The table below allocates, by categories of interest-earning assets and interest-bearing liabilities,
changes in net interest revenue and expense of Fortis due to changes in average volume and
changes in average rate for the year ended December 31, 2001 compared to the year ended
December 31, 2000, and for the year ended December 31, 2000 compared to the year ended
December 31, 1999. Volume and rate variances have been calculated based on movements in
average balances over the period and changes in interest rates on average interest-earning assets
and average interest-bearing liabilities. See “—Average Balance Sheets and Interest Rates"'. Changes
which are attributable in part to volume and in part to rate are allocated in proportion to their
relationship to the amounts of change attributed directly to volume and rate.
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2001 over 2000

2000 over 1999

Change due to
increase

Change due to
increase

Total > Total >

change in (decrease) in change in (decrease) in
(€ millions) interest Volume Rate interest Volume Rate
Interest Revenue:
Investment securities
Belgium ................... ... (96) 274 (369) 507 (83) 590
The Netherlands .............. (43) (34) (9) 61 (2) 63
Restof World ................. 182 79 103 142 156 (14)
Sub-total ..................... 43 318 (275) 710 71 639
Receivables from credit institutions
Belgium ...................... (596) (752) 156 721 471 250
The Netherlands .............. 87 6 81 (79) (65) (14)
Restof World ................. 99 183 (84) 67 26 41
Sub-total ..................... (410) (563) 153 709 432 277
Receivables from customers
Belgium ............ ... ... ... (532) 114 (646) 789 (22) 811
The Netherlands .............. 548 703 (155) 668 332 336
Restof World ................. 540 548 (8) 455 791 (336)
Sub-total ..................... 556 1,365 (809) 1,912 1,100 812
Total interest-earning assets
Belgium ...................... (1,223) (580) (643) 2,017 448 1,569
The Netherlands .............. 592 605 (13) 650 204 446
Restof World ................. 820 849 (29) 664 757 (93)
Total ......................... 189 874 (685) 3,331 1,408 1,923
Interest Expense:
Amounts owed to credit institutions
Belgium ................... ... (758) (487) (271) 897 453 444
The Netherlands .............. 97 205 (108) (5) (74) 69
Restof World ................. 119 112 7 12 41) 53
Sub-total ..................... (542) (170) (372) 904 338 566
Amounts owed to customers
Belgium ................ ... ... (31) 298 (329) 983 182 801
The Netherlands .............. 140 145 (5) 622 (35) 657
Restof World ................. 222 150 72 601 67 534
Sub-total ..................... 331 593 (262) 2,206 214 1,992
Debt certificates
Belgium ................ ... ... (285) (33) (252) 25 2) 27
The Netherlands .............. 139 185 (46) 48 17 31
Restof World ................. 313 147 166 76 53 23
Sub-total ..................... 167 299 (132) 149 68 81
Subordinated debt
Belgium ................... ... (17) 15 (32) 1 40 (39)
The Netherlands .............. (6) 4 (10) (5) 12 (17)
Restof World ................. 7 27 (20) 88 48 40
Sub-total ..................... (16) 46 (62) 84 100 (16)
Total interest-bearing liabilities
Belgium ................... ... (1,091) (79) (1,012) 1,906 671 1,235
The Netherlands .............. 371 542 171) 660 (78) 738
Restof World ................. 661 441 220 778 130 648
Total ......................... (59) 904 (963) 3,344 723 2,621
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Investment and Trading Portfolio

The following table shows the book value of Fortis’ banking investment and trading securities
portfolio at December 31, 2001, 2000 and 1999.

At December 31,
(€ millions) 2001 2000 1999

Trading:
Government debt securities:
Belgian national government and Belgian government

AGENCIES .« ottt 5,732 4,667 3,671
Dutch national government and Dutch government agencies 765 266 343
German national government and German government

AGENCIES .« ottt 885 424 609
U.S. Treasury and U.S. government agencies ................. 54 87 51
Other national governments and other government agencies 1,745 1,219 1,013

Total trading government debt securities ...................... 9,181 6,663 5,687
Corporate debt securities:
Banks and financial institutions ............................. 894 993 1,412
Other corporatedebts.......... ... . ... ... ... .. ... .... 550 1,663 425
Mortgage-backed securities ............. ... L. 891 — —
Other asset-backed securities................................ 686 — —
Other debt securities ............. . ... ... .. 2 3 —
Total trading corporate debt securities ........................ 3,023 2,659 1,837
Total trading debt securities .............. ... ... ... ... .. 12,204 9,322 7,524

Available for sale:
Government debt securities:
Belgian national government and Belgian government

AGENCIES .« ottt 25,415 30,143 35,577
Dutch national government and Dutch government agencies 7,399 4,798 6,067
German national government and German government
AGENCIES .« ottt 5,086 4,298 5,859
Italian national government and Italian government agencies 11,611 5,240 4,353
U.S. Treasury and U.S. government agencies ................. 2,475 1,875 1,664
Other national government and other government agencies . . 15,448 6,425 4,125
Total available for sale government debt securities ............. 67,434 52,779 57,645
Corporate debt securities:
Banks and financial institutions ............................. 9,292 11,248 8,384
Other corporatedebts.......... ... ... .. ... ... .. ... .. .... 8,005 7,384 8,356
Mortgage-backed securities ............. ... L. 3,189 4,234 2,822
Other asset-backed securities................................ 2,431 2,132 2,499
Other debt securities ........... ... ... .. .. . ... 2,542 1,941 1,675
Total available for sale corporate debt securities ............... 25,459 26,939 23,736
Total available for sale debt securities ...................... ... 92,893 79,718 81,381
Total debt securities ........ ... ... .. ... . 105,097 89,040 88,905
Equity securities and convertible debentures .................. ... 9,158 6,392 4,257
Total investment securities . ......... .. .. .. .. . . . . . 114,255 95,432 93,162
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At December 31, 2001, banking operations held the following debt securities (investments) of the
same issuer where the book value exceeded 10% of Fortis’ combined net equity at that date:

Concentration of risk

At December 31, 2001

(€ millions) Book Value Market Value
Belgian government ........ ... ... 31,147 31,607
Dutch government . ........ ... . 8,164 8,141
German government ... ... 5,971 5,988
[talian government . ......... ... . .. 12,467 12,646
U.S. government . . ... 2,529 2,535

Maturity and Yield of Investment Portfolio

The following table analyzes investments in debt securities by maturity and weighted average yield

at December 31, 2001.

At December 31, 2001

Over one year Over five years
but within but within
Within one year five years ten years Over ten years Total
Book Yield Book Yield Book Yield Book Yield Book Yield
(€ millions, except percentages) Value % Value % Value % Value % Value %
Belgian government ......... 2,321 6.6% 10,767 5.5% 9,586 5.2% 2,740 5.5% 25,415 5.5%
Dutch government .......... 1,132 41% 2,943 4.0% 3,270 4.7% 54 43% 7,399 43%
German government ........ 3,010 4.2% 1,776 4.0% 255 4.2% 46 3.1% 5,087 4.1%
Italian government .......... 3,670 4.6% 4,568 4.6% 2,127 5.2% 1,247 57% 11,612 4.8%
U.S. government ............ 7 2.4% 49 2.1% 94 2.0% 2,325 3.5% 2,475 3.4%
Other governments.......... 2,112 39% 7,823 43% 3,244 53% 2,269 52% 15448 4.6%
Banks and financial
institutions. ............... 2,762 4.2% 4,217 4.0% 1,490 5.2% 822 4.4% 9,291 4.3%
Other corporate debts ... .... 2,531 45% 4,458 4.4% 497 5.3% 519 2.6% 8,005 4.4%
Mortgage-backed securities .. — — — — — — 3,189 35% 3,189 3.5%
Other asset-backed securities — — — — — — 2,431 38% 2,431 3.8%
Other debt securities ........ 750 2.9% 201 1.9% 282 2.8% 1,309 0.9% 2,542 1.8%
Total available for sale....... 18,295 36,802 20,845 16,951 92,893

Loan Portfolio

At December 31, 2001, Fortis’ total loans amounted to €226,550 million, or 60% of Fortis' banking
assets. Receivables from customers, which principally includes receivables from governments and
official institutions, commercial loans and consumer loans, represented 72% of Fortis’ total banking

loans at December 31, 2001 (2000: 71%; 1999: 62%). Receivables from credit institutions, which

principally includes current accounts, interest bearing deposits, securities purchased under resale
agreements and loans and advances, represented 28% of Fortis’ total banking loans at
December 31, 2001 (2000: 29%; 1999: 38%). At December 31, 2001 approximately 4% of the

receivables from customers were loans to the public sector (2000: 3% and 1999: 2%)
approximately 96% were loans to the private sector (2000: 97% and 1999: 98%).
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The following table sets forth details of receivables from
customer at the date indicated.

customers based on the domicile of the

At December 31,

(€ millions) 2001 2000 1999
Total gross receivables from customers ....................... ... 167,617 153,114 134,893
Allowance for credit losses.......... ... . ... . ... (3,527) (3,274) (2,542)
Total net receivables from customers ............ ... ... ... ....... 164,090 149,840 132,351
Belgium:
Publicsector ... ... .. 4,631 3,878 3,018
Corporate sector:
Guaranteed by government authorities ........................ 1,847 4,806 5,197
Secured by mortgages ............ 6,622 9,485 9,305
Other receivables ......... ... ... . .. . . . . .. . 27,301 27,933 25,446
Total corporate sector .......... ... ... ... 35,770 42,224 39,948
Retail sector:
Secured by mortgages ............. 15,383 17,208 16,564
Other receivables ...... ... ... .. .. ... . . . . ... 15,864 17,303 16,784
Total retail sector ... ... .. . 31,247 34,511 33,348
Total net receivables Belgium ................... ... ......... ... 71,649 80,613 76,314
The Netherlands:
Publicsector ... ... .. 563 740 —
Corporate sector:
Guaranteed by government authorities ........................ — 43 785
Secured by mortgages ............ 4,236 2,065 3,464
Other receivables ......... ... ... .. . . . .. 20,071 17,787 12,664
Total corporate sector .......... ... ... ... 24,307 19,895 16,913
Retail sector:
Secured by mortgages ............. 22,284 20,447 14,987
Other receivables ...... ... ... .. .. .. . . . . . .. 3,782 3,275 2,855
Total retail sector ... ... ... . 26,065 23,722 17,842
Total net receivables The Netherlands ........................ ... 50,936 44,357 34,755
Rest of World:
Publicsector ... ... .. 771 186 58
Corporate sector:
Guaranteed by government authorities ........................ 479 208 176
Secured by mortgages ............ 2,453 2,027 3,584
Other receivables ......... ... ... ... . . .. . 31,054 17,917 12,862
Total corporate sector ......... ... .. .. .. 33,986 20,152 16,622
Retail sector:
Secured by mortgages ............. 3,149 2,351 2,264
Other receivables ...... ... ... .. .. .. . . . . .. 3,599 2,181 2,338
Total retail sector ... ... .. . . 6,748 4,532 4,602
Total net receivables Rest of World ........................... ... 41,505 24,870 21,282
Total net receivables from customers ............................ 164,090 149,840 132,351
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The following table sets forth details of receivables from credit institutions based on the domicile of

the customer at the date indicated.

At December 31,

(€ millions) 2001 2000 1999
Receivables from credit institutions:
Belgium
Loans and advances . ... 47 26 1
Securities purchased under agreements toresell................ 4,759 4,428 10,565
Interest bearing deposits ............ .. ... 498 619 2,101
Current aCCOUNTS . ... o 732 43 165
Other .. — — 29
Total gross receivables Belgium ................................. 6,036 5,116 12,861
The Netherlands
Loansand advances ............. i 405 1,832 87
Securities purchased under agreementstoresell................ 598 318 403
Interest bearing deposits ........ ... ... 1,773 1,782 4,068
Current @CCOUNTS . . ..o 752 412 426
Other ... . 1,625 259 3
Total gross receivables The Netherlands....................... ... 5,153 4,603 4,987
Rest of World:
Loans and advances . ............. i 695 2,090 52
Securities purchased under agreement toresell ................ 26,255 27,148 32,862
Interest bearing deposits ............. .. ... 19,948 19,000 27,251
Current aCCOUNTS . . ... o 4,548 3,304 2,311
Other ... — — 195
Total gross receivables Rest of World ......................... ... 51,446 51,542 62,671
Total gross receivables from credit institutions ................ ... 62,635 61,261 80,519
Provision for loan losses ............ ... ..o (175) (102) (125)
Total net receivables from credit institutions ..................... 62,460 61,159 80,394

The following table analyzes net receivables from customers at December 31, 2001 based on the

domicile of the customer.

At December 31, 2001

Up to
On 3 3-12 1to5 Over 5

(€ millions) demand months months years years Total
Belgium:

Publicsector .......... ... .. ... . ... ..... 41 103 696 1,553 2,238 4,631
Corporatesector ........................ 8,473 6,134 2,144 7,153 11,866 35,770
Retail sector ........ ... .. .. .. .. ... ..... 1,981 5,600 1,657 6,909 15,101 31,247
Total Belgium........................ ... 10,495 11,837 4,498 15,614 29,204 71,649
The Netherlands:

Publicsector ....... ... ... .. ... ... ..... 272 3 2 135 151 563
Corporatesector ........................ 9,165 5,472 1,503 3,227 4,940 24,307
Retail sector ....... ... ... .. .. ... ....... 3,509 2,770 821 1,429 17,536 26,065
Total The Netherlands ................... 12,946 8,245 2,326 4,791 22,627 50,936
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At December 31, 2001

Up to
On 3 3-12 1to5 Over 5

(€ millions) demand months months years years Total
Rest of World:

Publicsector ............ ... .. ... .. ..... 46 72 193 287 173 771
Corporatesector ........................ 7,485 12,102 4,544 5,990 3,864 33,986
Retail sector ............ .. .. ... ... ..... 1,384 3,579 144 475 1,167 6,749
Total Restof World ..................... 8,915 15,753 4,881 6,752 5,204 41,505
Total net receivables from customers .. ... 32,356 35,836 11,705 27,156 57,037 164,090

The following table analyzes gross receivables from credit institutions at December 31, 2001 based

on the domicile of the customer.

At December 31, 2001

Up to
On 3 3-12 1to5 Over 5

(€ millions) demand months months years years Total
Belgium ...... ... . ... ... 746 1,962 3,281 39 8 6,036
The Netherlands ......................... 2,304 1,550 1,206 71 22 5,153
Restof World . ........................... 10,259 22,334 17,984 610 259 51,446
Total gross receivables from credit

institutions ......... ... .. L. 13,309 25,846 22,471 720 289 62,635

97



Maturities and Interest Rate Sensitivity of Loan Portfolio

The following table analyzes receivables from customers and loans and advances to credit
institutions by interest rate sensitivity and by maturity at December 31, 2001 based on the domicile

of the customer. The table does not include securities purchased under agreements to resell, interest
bearing deposits or current accounts included in receivables from credit institutions.

At December 31, 2001

Loans with Loans with Loans with
Non-interest fixed semi-fixed floating or
earning interest interest adjustable
(€ millions) loans rates rates”  interest rates Total
Maturity
Within one year:
Belgium .................... ... ... 6,215 14,454 1,325 1,264 23,258
The Netherlands .................. 519 5,468 935 14,711 21,633
Restof World..................... 5,013 12,586 198 7,783 25,581
Total within oneyear ............. 11,747 32,509 2,459 23,757 70,472
Between 1 and 5 years:
Belgium ........... ... . ... . ..., — 4,702 9,035 2,154 15,891
The Netherlands .................. 141 3,382 1,160 2,989 7,672
Restof World..................... 37 2,414 216 3,819 6,485
Total between 1 and 5 years....... 177 10,498 10,411 8,962 30,049
Greater than 5 years:
Belgium ...................... ..., — 6,777 19,931 2,448 29,156
The Netherlands .................. — 5,953 12,881 2,101 20,935
Restof World..................... 40 858 167 4,569 5,634
Total greater than 5 years ......... 40 13,588 32,979 9,118 55,725
Total ........ ... ... .. 11,965 56,596 45,849 41,837 156,247

(1) Loans which have an interest rate that remains fixed for more than one year and which can then be changed are classified as

“semi-fixed"".

Loan Commitments

The following table provides loan commitments at December 31, 2001, 2000 and 1999:

At December 31,

(€ millions) 2001 2000 1999
ACCEPTANCES . . . . 236 155 232
Firm credit commitments. ........ .. ... ... . .. . ... 84,656 70,870 78,643
Documentary credits . ......... ... 2,823 3,361 2,222
GUAraNtEES . .. 11,218 14,227 7,640

Risk Elements

Non- or Partially Non-Accruing Loans and Potential Problem Loans

In Fortis the category of non-performing loans includes uncertain (substandard or créances sous
surveillance spéciale) loans and doubtful (créances douteuses) loans. Although Fortis does not yet

have uniform standards for determining when a loan is to be classified in one of these two

categories, each subsidiary applies standards that were approved by its local banking supervisor.
Fortis is currently in the process of harmonizing the standards for problem loans in order to be

compliant with international accounting principles.
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In general, loans are classified as uncertain when it has been established or it is expected that the
counterparties to these loans have or will have difficulties honoring their commitments although
their inability has not yet been established, or is not sufficiently certain. In practice, some
subsidiaries apply pre-established thresholds to determine loan review procedures. Loans above the
threshold are then monitored on a case-by-case basis through inclusion on internal watch lists and
similar management reports. This process involves management'’s discretion, but there is a uniform
policy under which commercial loans that are 90 days past due are classified as non-performing.
Loans below the pre-established threshold are generally reviewed on a pool or aggregate basis since
these are smaller-balance loans that are homogeneous in nature and risk.

Based on the foregoing, the following table sets forth management’s estimate, without giving
effect to available security or related specific allowances, of the amounts of Fortis’ loan portfolio
treated as non- or partially non-accruing.

Year Ended December 31,

(€ millions) 2001 2000 1999
Uncertain loans . . ... 4,697 3,870 4,079
Doubtful loans . ... . 2,561 2,371 1,493
Total substandard .. ... .. ... . . 7,258 6,241 5,572

Once a loan has been classified as uncertain, related unpaid interest and interest accruals are no
longer included in income. Interest is only recognized to the extent cash payments are received.
Fortis does not distinguish in its accounts between loans accounted for on accrual basis and loans
accounted for on a cash basis.

In the course of managing substandard loans, Fortis may agree to restructure the terms of certain
loans in order to maximise their recovery. If a loan is restructured in a way that allows the borrower
to become current in its payments on the restructured loan and otherwise satisfy the criteria of a
standard loan, the restructured loan may be reclassified as a standard loan. Fortis does not currently
maintain figures for the amount of its restructured loans.

If Fortis forecloses on real estate or other collateral to satisfy defaulted obligations, some time may
pass before it can dispose of such collateral at a reasonable price to satisfy its exposure. The
following table shows the amount of foreclosed assets held by Fortis’ banking operations at the
dates shown.

Year Ended

_December 31,

(€ millions) 2001 2000
Foreclosed assets .. ....... . 266 172

Fortis reviews its loan portfolios on a regular basis. The frequency of review depends on the loan
classification, but internal monitoring tools available on a daily basis may trigger a change in
classification at any time.

Cross-Border Outstandings

Cross-border outstandings are defined as loans (including accrued interest), acceptances, interest-
earning deposits with other banks, other interest-earning investments and any other monetary
assets which are denominated in a currency other than the functional currency of the office or
subsidiary where the extension of credit is booked. To the extent that material local currency
outstandings are not hedged or are not funded by local currency borrowings, such amounts are
included in cross-border outstandings.
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At December 31, 2001, there were no outstandings exceeding 1% of total assets in any country
where current conditions give rise to liquidity problems which are expected to have a material
impact on the timely repayment of interest or principal.

The following table analyzes cross-border outstandings as of the end of each of the last three years,
stating the name of the country and the aggregate amount of cross-border outstandings to
borrowers in each foreign country where such outstandings exceed 1% of total assets, by type of
borrower.

Banks and Commercial,

As % of other Governments industrial and

adjusted financial and official other private

(€ millions, except percentages) assets Total institutions institutions sectors
At December 31, 2001:

United Kingdom ............... 10.2% 38,417 28,793 215 9,409

United States .................. 7.3% 27,501 6,155 403 20,943
At December 31, 2000:

United Kingdom ............... 9.5% 31,915 19,608 177 12,129

United States .................. 6.3% 21,098 4,916 2,643 13,539
At December 31, 1999:

United Kingdom ............... 10.1% 33,306 25,712 67 7,527

United States .................. 3.1% 10,170 1,322 875 7,973

Allowance for Loan Losses

An allowance for loan losses is maintained and is considered adequate by management to cover
existing loan losses in the portfolio of loans. Each operating subsidiary makes allowances for loan
losses based upon its own loan rating classifications and circumstances in its market area and among
its customers, in accordance with a common methodology.

Fortis’ allowance for loan losses is based upon the loan portfolio review at each subsidiary, which
generally occurs quarterly. The purpose of the review is to assess loan quality, identify impaired
loans, analyze delinquencies, ascertain loan growth, evaluate potential charge-offs and recoveries
and assess the recent general economic conditions in market areas, portfolio diversification, prior
loss experience, results of regulatory examinations and specific borrower information.

Specific provisions are comprised of allowances calculated on specific problem loans and on the
remaining portfolio by loan type (small business, medium sized commercial, governmental, other
commercial, personal, mortgages, other consumer, leasing, etc.).

Fortis makes specific provisions for non-performing loans in the form of write-offs to the carrying
value of the loans on the consolidated balance sheet. The amount of these specific write-offs is
determined by local generally accepted accounting principles and banking supervisory principles.
Fortis is in the process of unifying these principles. Specific write-backs are made when recoveries of
previously written off loans are obtained or become sufficiently likely.

To determine the amount of any write-off or write-back, Fortis assesses the total exposure of the
debtor, net of any collateral and guarantee. For those entities that distinguish between large-
balance loans and small-balance loans, individualized criteria will be used to determine the
appropriate amount of a specific write-off or write-back for large-balance loans. This will include
assessment of the bank value of collateral, i.e. the value the bank will most likely be able to recover
from realization of the collateral. For small-balance loans, statistical methods will be used to
determine the appropriate amount of a specific write-off or write-back.

Fortis evaluates its respective loan portfolios at least on a quarterly basis to adjust the amount of
their specific write-offs and write-backs.
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Fortis also makes specific provisions for country risk in the form of write-offs and write-backs to the
values of loans. The minimum amounts of these provisions are determined in accordance with
criteria established by local banking supervisors. The country risk allowances are designed to cover
the risk that borrowers from certain countries will be unable to fulfil their obligations for reasons
other than their ability to generate local currency cash flows to repay their debt, such as local
government restrictions on transferring financial assets from the borrower’s home country for
political or other reasons.

In compliance with GAAP in accordance with Belgian law, the accrual of interest is generally
discontinued when, in management’s opinion, the borrower may be unable to meet the payments
as they become due and are generally rated in the last two of management’s rating classifications.
Loans rated in these classifications have a high probability of repayment only through collateral.
Non- or partially non-accruing loans are all loans where the accrual of interest has ceased, or where
accrual of interests continues at 100% but an allowance for doubtful interest is concurrently
established for a portion or all of the amount of the interest accrued. The outstanding balance of
these loans is evaluated for collectibility and changes in the specific allowance for that loan are
made as appropriate. Loans are returned to accrual status when the borrower is able to meet the
terms of the loan.

Determining the level of the allowance for loan losses to cover probable credit losses in the existing
portfolio of loans at any given date is difficult, particularly during deteriorating or uncertain
economic periods. Management makes estimates using assumptions and information which is often
subjective and changing rapidly. Management continually reviews the loan portfolio in light of
changing economic conditions and the dynamics of the regulatory environment. Should the
economic climate deteriorate, borrowers may experience difficulty and the level of non-performing
loans and assets, charge-offs, and delinquencies could increase and require further increases in the
allowance. In addition, regulatory authorities, as an integral part of their examinations, periodically
review the allowance for possible loan losses. They may require additional allowances based upon
their judgments about information available to them at the time of examination.

In addition to the allowances for loan losses made for probable loan losses in the existing portfolio
of loans, which are charged directly to the consolidated profit and loss accounts as “value
adjustments on receivables”, general provisions may be made at management’s discretion, to cover
as yet unidentified risks. In the banking sector, Fortis makes value adjustments which are similar to
provisions, in accordance with market practice and regulatory requirements.

The level of the fund for general banking risks is based on management’s evaluation of the risks
involved in its banking operations and supervisory requirements. The amount of the fund is
established in part based on the level of risk weighted assets included in Fortis’ banking balance
sheet. The outstanding balance of the fund for general banking risks was €2,217 million at
December 31, 2001.

In 2001 the addition in value adjustments of receivables increased by €177 million, mainly due to
the release of the year-2000 provision in 2000. The provision for credit losses includes an amount of
€242 million related to country risks (2000: €232 million; 1999: €269 million). Exchange rate and
other adjustments for the year 2000 increased by €605 million as it included an amount of

€695 million related to loans reported net of provisions in prior years. In the year 2000 these loans
were reported gross with a related increase in the value adjustments for loans and receivables.
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The following table shows the allowance for loan losses, which consists of accumulated net
write-offs and write-backs for possible credit losses and country risk for both customer loans and
credit institution exposures at the dates shown, and the movements in such allowance for loan
losses during the period in question.

Year Ended December 31,

(€ millions) 2001 2000 1999
Balance at January 1 ... .. . ... .. 3,375 2,667 2,839
Movements due to acquisitions ............ ... .. ... . ... ... — (90) (400)
Charge-offs. .. .. (190) (205) (274)
RECOVEIIES . . o — — —
Net charge-offs . ... ... (190) (205) (274)
Value adjustments!™ .. .. 481 304 408
Exchange rate and other adjustments .................. ... ... ... . ... 36 699 94
Balance at December 31. ... .. ... . 3,702 3,375 2,667
Loans and advances to credit institutions .. ........ ... ... ... ... ... . ..... 175 102 125
Loans and advances to customers .............. ... 3,527 3,273 2,542
Total . oo 3,702 3,375 2,667

(1) The year 2000 includes the release of the year-2000 provision of €152 million.
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Deposits

The aggregate average balance of all Fortis’ interest-bearing deposits (from banks and customer
accounts) increased by 6% in 2001 to €223,428 million, primarily related to term deposits. Interest
rates paid reflect market conditions. The effect on net interest income depends upon competitive
pricing and the level of interest income which can be generated through the use of funds.

The following table presents the average balance of and the amount of interest paid and the
average rate paid on deposits over the last three years.

Year Ended December 31,

2001 2000 1999

(€ millions, except Average Average Average Average Average Average
percentages) balance Interest rate  balance Interest rate  balance Interest rate
Deposits originated in
Belgium:
Non-interest bearing

demand deposits .. . .. 1,684 — — 1,483 — — 1,494 — —
Interest-bearing demand

deposits ............. 24,130 545 2.3% 28,682 874  3.0% 24,991 377 1.5%
Savings deposits........ 30,662 756 2.5% 31,604 734 23% 32,207 790 2.5%
Time deposits .......... 65,955 3,352 5.1% 77,597 3,554 46% 71,497 3,107 4.3%
Total .................. 122,431 4,652 3.8% 139,366 5,162 3.7% 130,189 4,274 3.3%
Deposits originated in

The Netherlands:
Non-interest bearing

demand deposits . . . .. 1,236 — — 1,697 — — 923 — —
Interest-bearing demand

deposits ............. 14,728 663 4.5% 15,076 708  47% 13,791 525 3.8%
Savings deposits........ 8,212 271 3.3% 8,301 261 3.1% 7,315 255  3.5%
Time deposits .......... 18,810 1,053 5.6% 19,951 1,439 72% 21,265 1,250 5.9%
Total .................. 42,986 1,988 4.6% 45,025 2,408 53% 43,294 2,030 4.7%
Deposits originated in

Rest of World:
Non-interest bearing

demand deposits ... .. 10,289 — — 768 — — 2,079 — —
Interest-bearing demand

deposits ............. 17,451 561 3.2% 1,975 257  13.0% 7,718 160 2.1%
Savings deposits........ 557 1M1 1.9% 936 32 3.4% 753 34 45%
Time deposits .......... 29,714 1,802 6.1% 22,168 995  45% 23,257 951  4.1%
Total .................. 58,011 2,374 4.1% 25,847 1,284 50% 33,807 1,145 3.4%
Total deposits:
Non-interest bearing

demand deposits ... .. 13,209 — — 3,948 — — 4,496 — —
Interest-bearing demand

deposits ............. 56,309 1,769 3.1% 45,733 1,839 4.0% 46,500 1,062 2.3%
Savings deposits........ 39,431 1,038 2.6% 40,841 1,027 25% 40,275 1,079 2.7%
Time deposits .......... 114,479 6,207 5.4% 119,716 5,988 5.0% 116,019 5,308 4.6%
Total deposits .......... 223,428 9,015 4.0% 210,238 8,854 4.2% 207,290 7,449 3.6%
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Short-term Borrowings

Short-term borrowings are borrowings with an original maturity of one year or less. These are
included in Fortis’ combined balance sheet under the items amounts owed to customers and

amounts owed to credit institutions and debt certificates. An analysis of the balance and interest

rates paid on such item is provided below.

The following table presents information about Fortis short-term borrowings from banking
operations:

Year Ended December 31

(€ millions, except percentages) 2001 2000 1999
Securities sold under repurchase agreements:
Year-end balance ... 62,763 46,820 63,553
Average balance outstanding during theyear .................... 50,815 48,184 50,826
Maximum month end balance............. . ... . ... ... ..., 64,687 66,121 67,637
Weighted average interest rate during theyear .................. 4.5% 3.0% 2.0%
Weighted average interest rate on balance at end of year ........ 3.5% 4.7% 2.7%
Commercial paper:
Year-end balance ... 9,223 9,545 2,671
Average balance outstanding during theyear .................... 7,047 4,621 3,597
Maximum month end balance.............. ... ... . ... ... .. 9,223 9,545 4,197
Weighted average interest rate during theyear .................. 3.1% 5.9% 4.8%
Weighted average interest rate on balance at end of year ........ 2.8% 5.4% 4.8%
Short-term borrowings from central banks:
Year-end balance ........ ... 829 64 840
Average balance outstanding during theyear .................... 212 698 803
Maximum month end balance..................... .. ... ..., 829 1,043 1,025
Weighted average interest rate during theyear .................. 4.0% 4.0% 1.7%
Weighted average interest rate on balance at end of year ........ 3.0% 2.7% 2.4%
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Risk Management
General

In its daily activities, Fortis is exposed to a number of risks, the most significant of which include
interest rate risk, actuarial risk, underwriting risk, market risk, credit risk and equity price risk. The
effective identification and management of these risks is critical to Fortis’ profitability. Due to the
nature of its operations, Fortis’ banking operations have market risk exposures in both its
non-trading and trading portfolios. Because Fortis’ insurance operations do not have trading
portfolios, they do not incur market risk relating to such activities.

Fortis’ banking and insurance operations have developed over time risk management practices
which support local and tactical decision making. The group objective however, is to build
group-wide harmonized risk reporting and risk management structures, which not only integrate
practices existing at the individual banking and insurance level, but also upgrade the overall
approach to include state-of-the-art quantitative risk management techniques.

Group-Wide Approach

With the above objective in mind, Fortis introduced during 2000 a number of key structures. At the
Fortis Board level, a newly formed Capital Committee assists the Board of Fortis in its decision
making on capital allocation, taking into account risk adjusted returns of the Fortis businesses. At
the group level, a central Risk Management function has been created, reporting directly to the
Fortis CFO. Further refinements and implementation of a comprehensive and streamlined risk
management structure continued to receive a high level of attention in 2001.

The internal rating system that Fortis is currently rolling out to cover the entire credit portfolio
allows for risk-adjusted pricing of individual credits and in addition delivers the type of information
that is required to calculate economic capital and risk-adjusted returns.

Fortis is actively pursuing a policy of improving the risk/return profile of its credit activities. In
addition, Fortis aims to stabilize its risk-weighted liabilities, partly through securitization of its
existing portfolio of retail as well as corporate loans.

Risk Monitoring and Management

In 2001 Fortis focused on the organizational aspects of risk management within Fortis. The new
organizational structure is enabling Fortis to implement central risk management on a group level.

Fortis has established committees to make decisions on matters relating to risk management. The
Fortis Board ensures the capital adequacy and agrees on the overall risk/return goals for the
company. The Executive Committee provides a group-wide view and strategic guidance on risk,
allocates economic capital to the Fortis businesses and acts as the Risk Committee of Fortis
worldwide.

For the insurance activities responsibility for risk management remains with the individual operating
companies, as they are located closest to the source of the various risks. The insurance businesses
are, however, developing common principles, procedures and standards in order to gain insight into
the insurance group’s worldwide risk exposure. The risk data is consolidated at a higher level within
Fortis.

On the level of the bank, the responsibility of the Fortis Board and the Fortis Executive Committee is
assumed by the Fortis Bank Board of Directors and the Bank Management Committee, respectively.
The Board of Directors of Fortis Bank establishes Fortis Bank'’s risk policy. It fixes objectives and
global guidelines for risk management, determining, for instance, what level of risk is acceptable.
The Management Committee of Fortis Bank is responsible for implementing risk management. The
committee can, while retaining responsibility, delegate certain tasks to the Risk Acceptance
Committees, of which it nominates the members.
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As of December 31, 2001, Fortis Bank had the following Risk Acceptance Committees:

e the Asset and Liability Committee (ALCO), which sets out the guidelines for balance sheet
management;

* the Central Credit Committee (CCC), which approves individual counterparty risks,
including country limits and bank position limits;

* the Credit Policy Committee (CPC), which gives a sign-off on new credit products and new
credit risk models and monitors the credit policy of the bank; and

e the Operation and Market Risk Policy Committee (OMPC), which proposes its decisions on
market and operational risk policies, processes, limits and off-balance sheet structures to the

Bank Management Committee for approval.

In addition to these Risk Acceptance Committees, the Management Committee has charged the
independent Central Risk Management (CRM) department with supporting, monitoring and
evaluating the risks taken by the businesses. The aim is to ensure that risk management is properly
attuned to Fortis’ overall strategic objectives. Risk management at Fortis Bank subsidiaries is largely
determined by the local risk managers, who report to the central ALCO (and also, in functional
terms, to CRM). Risk management reporting and control are separate from the commercial business

units.

The table below lists significant risks to which the Fortis businesses are exposed.

RISK

Opera_utlonal Investment Risk Liability Risk
Risk
Business Event Credit Market PEZZS;}:Y& Life & Health
Risk Risk Risk Risk Risk Risk
®Changes in ® Process and ® Loans ® Mismatch between ® Claims volatility ® Mortality
business control failures assets and liabilities and reserve
volumes ® Public fixed due to changes in development risk ~ ® Morbidity
® Fraud income securities equities, interest
® Changes in rates, exchange e Losses due to ® Non-economic
margins and ® Systems ® Derivative rates, etc. catastrophes/ lapse risk
costs failures counterparties natural disasters
e Trading losses (e.g. earthquakes,
® Legal Risk; ® Reinsurance due to changes in hurricanes, floods,
litigation and counterparties bond prices, etc)
punitive damages equities, etc.

® Regulatory
breach

® Transfer risk
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Banking
Market Risk

The chief market risks to which Fortis Bank is exposed are interest rate, currency and equity price
risks. These risks can be broken down into risks affecting the structural positions (ALM risk), risk
arising from trading activities (trading risk), and liquidity risk.

Interest Rate Risk. The primary market risk in Fortis’ trading activities is interest rate risk, which
arises primarily as a result of changing market prices, unexpected changes in the shape of the yield
curve and changes in the correlation of interest rates between different financial instruments.

Currency Risk. Fortis also incurs currency risk in its trading activities. Currency risk arises from on-
and off-balance sheet items denominated in currencies other than the euro and legacy currencies of
Participating Member States and from Fortis’ active participation in foreign exchange markets.
Fortis’ primary risks of this nature are related to the exchange rate between the euro and the

U.S. dollar and pound sterling.

Equity Price Risk. Equity price risk arises from positions Fortis takes both in specific securities and in
market indices.

Structural Position (ALM Risk). Fortis Bank is exposed to interest rate and share price risk via its
non-trading portfolio. As is the case with the trading portfolio, the primary market risk relates to
potential movements in interest rates. To monitor and control this risk, Fortis Bank uses risk
indicators based on value calculations and risk indicators based on profit calculations (Earnings at
Risk).

The first group of indicators includes basis point sensitivity, Value at Risk (VaR) and the duration of
the net equity.

* Basis point sensitivity is used to calculate how strongly the market value of all assets and
liabilities will change if each point on the interest swap curve is individually raised or
lowered by one basis point.

e The VaR model for the Bank’s structural position is used to calculate the potential shift in
market value resulting from a shift in interest rates, based on the historical volatility of
interest rates, a holding period of two months and a reliability interval of 99%.

e The duration of the net equity serves as a general measure of interest rate risk. The
duration and real value of all products is calculated from the cash flow (redemption and
interest). The duration of the net equity is such that the duration of the sum of the assets is
equal to that of the sum of the liabilities, including net equity.

The risk indicator based on earnings calculation simulates the impact of an interest rate movement
on future earnings. Using a central interest rate scenario and four other standard interest rate
scenarios (parallel shift +100 basis points, parallel shift —100 basis points, steeper yield curve: short
—-100 basis points/long +100 basis points or a flatter yield curve: short +100 basis points/long —100
basis points), net interest income (including volume impacts) for each scenario is calculated for the
next three years. The sensitivity of profit to shifts in interest rate levels consists of the differences
between the best and the worst interest results calculated as above compared to the interest rate
result according to the central scenario (i.e. Earnings at Risk).
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The key figures for evaluating the market risk of the structural position in the banking activities are:

Year Ended December 31,
2001 2000 1999

Base point value (€ millions) .......... ... . ... ... . ... 16.2 16.0 16.5
VaR at December 31, (€ millions)............. .. ... .. ... 1,188 1,085 1,023
Highest VaR (€ millions) ....... .. ... . . . . . . 1,188 1,205 n.a.
Lowest VaR (€ millions) . ....... ... ... 837 927 n.a.
Average VaR (E millions) .......... ... . . . . 995 767 726
Duration of net equity (years) ......... ... .. ... . ... . 8.5 9.2 10.8
Earnings at risk (as % compared to central scenario) .................... 6.1% 5.4% 7.2%

(1) The scope of the risk measured in 1999 included Fortis Bank SA/NV and Fortis Bank Nederland (Holding), only in euro. The scope
of the risk measured in 2000 included Fortis Bank, Fortis Bank Nederland (Holding), Fortis Banque France, Banque de la Poste and
Banque Générale du Luxembourg and all the respective currencies.

Market Risk arising from Trading Activities. Fortis Bank uses qualitative controls together with
intensive use of quantitative models based on sensitivity and probability analyses to monitor the
risks arising from its trading activities. There is daily VaR reporting based on an adapted form of
two methods: the variance/covariance model and the historical simulation model. The VaR is
calculated based on the assumption of a one-day holding period and a 99% probability with one
year of underlying data. Back tests are regularly performed on the VaR method used, and the VaR
calculation is supplemented by stress tests. The average VaR of Fortis Bank'’s trading portfolio was
€17.5 million for 2001, compared to €13.4 million for 2000. For the year 2001, the efficiency ratio
(the ratio of ex post volatility to ex ante VaR) was estimated to be 89%.

Year Ended December 31,

(€ millions, except percentages) 2001 2000 1999
VaR at December 31, .. ... 12.0 19.0 15.7
Highest VaR ... ... 27.8 23.7 21.2
Lowest VaR . ... . 9.4 6.2 4.6
Average VaR. ... .. 17.5 13.4 12.5
Efficiency ratio ......... .. 89% 97% 125%
Credit Risk

Credit risk in banking operations stems from two possible sources: (a) counterparty default and
(b) country transfer risk.

Credit risk arises from the possibility that borrowers and other financial counterparties may default
on their obligations to Fortis’ banking units and cause such units to suffer a loss. Such obligations
may arise from Fortis’ lending activities, its sales, trading and investment activities and its
participation in payment and securities settlement transactions on its own behalf and as agent or
financial intermediary for its clients. Credit risk management in banking is based on the traditional
foundation of strict control procedures in a fully independent credit approval process and a credit
policy aimed at spreading risks over different sectors, countries and markets.

Since 1999 the Management Committee at Fortis Bank has charged CRM with managing credit risk
principally by business rather than by corporate entity. Within these businesses, Fortis divides its
credit risk management procedures into the following six functions:

e credit application and analysis
e credit approval
e credit documentation and servicing

e risk monitoring

108



¢ intensive care
* recovery.

Concentrations of credit risk exist when changes in economic, industry or geographic factors
similarly affect a group of counterparties whose aggregate credit exposure is material in relation to
Fortis’ total credit exposure. Although Fortis’ portfolio of financial instruments is broadly diversified
along industry, product and geographical lines, a potential concentration risk exists as material
transactions are completed with other financial institutions, particularly lending (including securities
repurchase/resale transactions), securities trading and derivative instruments. Additionally, debt
securities issued by the Belgian, Dutch, German, Spanish, Italian, French and United States
governments represent areas of significant credit exposures.

The following securities (trading and investments) exceeded 10% of net equity:

Year Ended December 31,

(€ millions) 2001 2000 1999
Belgian government ... ... . . 34,073 39,172 44,584
Dutch government ...... ... ... . . . . .. 9,135 6,873 7,974
German government. ... ... 5,666 4,754 6,289
Spanish government .......... ... ... 10,108 3,963 3,379
Italian government ... ... ... . . ... 12,367 5,648 4,556
French government ........ ... . . 2,796 1,254 1,046
U.S. government . ... .. 3,285 2,705 2,196

From an economic point of view, Fortis Bank distinguishes between credit risks relating to the
private sector, those relating to the public sector and those relating to banks. The table below sets
forth credit risks relating to these sectors as of the dates indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Relating to the private sector:

Mortgage loans, individuals.................. ... ... ... ... 40,816 40,006 33,815

Corporate debentures ....... ... ... ... i 8,005 7,384 8,355

Other o 125,470 113,338 102,456
Total relating to the private sector .......................... ... 174,291 160,728 144,626
Relating to the publicsector ........... . ... ... ....... ... ... 73,400 57,583 60,721
Relatingtobanks ...... ... ... ... .. . . ... 71,752 72,407 88,778
Total balance sheet risk™ .. ... ... .. ... ... .. ... ... ... 319,443 290,718 294,125
Derivatives® ... ... 2,659 3,354 2,714
Credit related instruments® ... ... .. ... .. ... .. ... .. ......... 84,892 88,612 88,737
Total off balance sheetrisk ........ ... ... ... ... ... ... ........ 87,552 91,966 91,451
Total credit risk ... ... 406,994 382,684 385,576

(1) Consists of debt securities (investments), loans to credit institutions and customers. The valuation principles are those described in
Note 4 to Notes to the Fortis consolidated financial statements “Principles of valuation and profit determination”.

(2) Based on credit equivalents.

(3) Consists of acceptances outstanding, firm credit commitments, documentary credits, sureties, guarantees and assets pledged
(notional amounts).
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The table below shows Fortis Bank’s consolidated credit risk relating to the private sector at
December 31, 2001 and 2000, broken down by industry. These figures do not include any value
adjustments.

Year Ended

December 31,

(€ millions) 2001 2000
Agriculture, forestry and fishing . .......... ... ... ... .. .. 1,441 1,262
Energy and water .. ... ... 4,461 4,163
Mining and minerals. ......... .. 1,966 2,035
Chemicals and plastics ............ .. 2,829 2,596
Metallurgy . . ... 2,458 2,362
Other industry .. ... .. 5,868 6,268
Construction and mechanical engineering.............. . ... .. ... ......... 2,929 3,062
Trade, hotels and catering ........ ... . 10,917 11,630
Transport and communication .......... . ... ... . . . ... 4,931 6,357
Real estate . ... ... 8,594 7,431
Financial services and insurance ........... ... .. . . . i 29,745 30,444
Other ServiCes . ... 23,625 17,204
Consumer credits .. ... 46,594 48,081
Corporate debentures ............. . 8,005 7,384
Repos to customers . .. ... . 10,763 3,675
Unclassified . ... 9,165 6,774
Total ..o 174,291 160,728

Credit Portfolio Rating

Fortis Bank uses a variety of instruments to monitor the credit risk to which its credit portfolio is
exposed. A new system was developed in 1999 based on statistical analysis and expected default
frequency (EDF). This system allows for risk adjusted pricing of individual credits, and provides
aggregated information to enable the calculation of estimated economic capital and risk adjusted
returns. Since 2000, the Bank has sought to improve the risk/return profile of credit activities and
reducing credit risk exposure through promoting off-balance sheet funding instruments, such as
asset backed securities. Credit decisions have to be approved at various levels within Fortis Bank,
depending on the sums and type of credit involved. There are independent departments involved
with risk assessment at each decision-making level. Specialist departments are referred to in the case
of activities like project finance and structured finance. There is also an "‘early warning system'’ for
all loans. Credit risks arising from derivative activities, capital market operations and transactions
with financial institutions are monitored via an online Risk Exposure Management system. The credit
risk arising from transactions of this kind has to remain within specified limits, and daily checks are
performed to ensure that this is the case. Total exposure is reported to central risk management
every week through the EDF system. Fortis Bank uses a market valuation method (mark to market)
to determine the credit risk associated with derivative positions. Management sets out to limit credit
risk wherever possible by entering into netting agreements and by requiring collateral to cover
customers’ liabilities.

Derivatives Portfolio Risk

Fortis participates in various kinds of derivatives transactions, either as a provider of risk
management services to its customers or to cover or reduce the risk within the balance sheet arising
from the Bank’s own operations. Counterparties in derivatives transactions are generally banks or
other financial institutions. Special attention is given to the credit risk arising from derivative
activities, capital market operations and transactions with financial institutions. Where possible,
these risks are limited by entering into compensation agreements and by requiring collateral to
cover counterparties’ liabilities.
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The following table summarizes the weighted credit exposure related to the derivatives at
December 31, 2001, 2000 and 1999. The credit risk is based on the notional amounts times a credit
risk factor dependent on the risk associated with the instrument and the remaining maturity.

Year Ended December 31,

(€ millions) 2001 2000 1999
Interest contracts ........ ... .. 1,174 1,800 1,758
Currency contracts ... ... 1,098 1,417 843
Other contracts . ... 387 137 113
Total ..o 2,659 3,354 2,714
Country Risk

Fortis Bank manages country risk from both a commercial and geographic point of view.

Commercial exposure to a particular country arises from all the transactions that Fortis Bank has
performed in the relevant country with a local counterparty, the parent company of which is also a
local entity, or a foreign entity with a local entity as its parent company. Geographic exposure to a
particular country relates to all the transactions performed in that country with a local counterparty,
irrespective of whether the parent company is a local or a foreign entity, by companies belonging to
Fortis Bank that are not based in that country. The Management Committee decides the maximum
level of commercial and geographic exposure that is permitted with regard to individual countries.
Fortis' supervisory authorities also monitor this risk.

Country risk also arises from the risk that a government will be unable to pay its outstanding debts
or that it will delay the transfer of funds by other debtors in the country to foreign-based creditors,
or that a large number of debtors in a particular country are unable to pay their outstanding debts
as a result of the same cause (e.g. war, political or social unrest). Country risks relate to loans to
counterparties based outside the EU member states, Australia, Canada, Japan, New Zealand,
Norway, Singapore, the United States and Switzerland.

Fortis’ regulators have drawn up directives on how to calculate country risks. The risk is calculated
by subtracting the fixed deductibles defined by the regulator from the outstanding debt. The fixed
deductibles primarily include elements that are not exposed to country risks because of certain
characteristics (e.g. short-term liabilities of less than one year), the provision for irrecoverability and
the collaterals received. The regulators have set minimum requirements for the provision against
country risks. Fortis has discretion to make additional provisions.

The tables below present the country risk for Fortis’ banking operations, by region, in accordance
with the supervisory regulations, at December 31, 2001 and 2000.

Year Ended December 31, 2001

Provision

Gross against Mitigated
(€ millions) exposure Deductibles country risk exposure
Latin America ........ ... ... ... .. 1,859 1,639 54 166
ASia. .. 841 761 27 53
Central and Eastern Europe .................. 1,202 1,046 34 122
Middle East and Africa....................... 3,107 2,900 127 80
Total ... 7,009 6,346 242 421
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Year Ended December 31, 2000

Provision

Gross against Mitigated
(€ millions) exposure Deductibles country risk exposure
Latin America .......... ... . .. i 2,031 1,750 129 152
ASia. . 754 662 57 35
Central and Eastern Europe .................. 1,139 962 68 109
Middle East and Africa....................... 3,130 2,994 53 83
Total ... 7,054 6,368 307 379

In the tables below the exposure is broken down by the risk profile of the countries, as defined by
the regulators, at December 31, 2001 and 2000.

Year Ended December 31, 2001

Provision

Gross against Mitigated
(€ millions) exposure Deductibles country risk exposure
Norisk ... 473 317 — 156
Lowrisk. ... oo 1,679 1,606 6 67
Middlerisk ......... ... ... 1,141 965 40 136
Highrisk ...... ... . . 3,716 3,458 196 62
Total ... 7,009 6,346 242 421

Year Ended December 31, 2000

Provision

Gross against Mitigated
(€ millions) exposure Deductibles country risk exposure
Norisk ... 389 291 48 50
Lowrisk. .. .. o 3,872 3,471 143 258
Middlerisk ......... ... . 669 633 11 25
Highrisk ...... ... . ... 2,124 1,973 105 46
Total ... 7,054 6,368 307 379

The weighted credit risk according to the regulator’s guidelines decreased by 4%, notwithstanding
the increase in amounts outstanding in 2001.

Liquidity and Solvency Risk

The central ALCO and its supporting ALM departments are also responsible for the management of
liquidity risk. Liquidity risk is defined as the potential inability to fund illiquid assets. The illiquid
assets of the banking operations include the lending portfolio to corporations and consumers, as
well as real estate and other fixed assets held for own use and some assets obtained due to past
loan defaults. Customer deposits and inter-bank borrowing are used to fund these assets and the
investment portfolio.

Because of the importance of the capital markets as a potential source of funding, liquidity risk is
closely linked to solvency and creditors’ confidence in Fortis’ ability to meet its commitments. Fortis
Bank endeavors to manage its liquidity risk in such a way that it is able to meet customer demand,
redemption commitments and capital requirements even under adverse market conditions.

Fortis uses the same gap analysis tool that provides insight into the funding needs for interest rate
risk management, monitors the credit quality and liquidity of the investment portfolio and monitors
the solvency ratios of the banking operations in order to measure liquidity risk. Fortis strives to
maintain a minimum Tier 1 capital ratio of 6% in its banking operations, well above the current
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regulatory minimum of 4%. This solvency requirement is calculated taking into account the solvency
requirements in the insurance operations as well as the capital structure of the group as a whole.
See ""—Risks Common to Banking and Insurance Operations’’, “Operating and Financial Review and
Prospects—Liquidity and Capital Resources—Bank Cash Flows—Capital Adequacy’’ and “Operating
and Financial Review and Prospects—Liquidity and Capital Resources—Insurance Cash Flows—
Solvency Margins and Capital Requirements".

In the event of a change in Fortis’ ability to obtain funds in the credit market, portions of the
investment portfolio may be sold in order to reduce the overall need for funding. This forms the
second line of defense in liquidity risk management. Over one-half of the investment portfolios of
the banking operations is invested in government securities and securities guaranteed by
governments. The banking investment portfolio itself is approximately one quarter of total banking
assets, which management believes provides a buffer in the event of potential liquidity problems.

The final line of defense in liquidity risk management is in irrevocable lines of credit. This provides
funding sources even during times of possible financial distress.

Insurance
Market Risk

Market risk is the potential for loss resulting from unfavorable market movements which can arise
from trading or holding positions in financial instruments. The most common example is that of a
potential loss in the value of a bond due to a change in interest rates. In the insurance business,
market risk refers specifically to the impact of financial changes on structural positions.

Fortis reduces the potential negative impact of market fluctuations by carefully considering forecast
payments to policyholders when selecting investments. This means that for many life insurance
products with a savings element, it is necessary to determine the influence of shifts in the financial
markets on benefits paid to policyholders. Within Fortis the actuarial, investment and ALM
departments work together to model the influence of market conditions on investments and
insurance products, to allow the best possible investment strategy to be selected.

The tools that Fortis uses to monitor market risk include simulation models, scenario analyses and
stress testing. The potential impact of shifts in interest rates, share prices and real estate prices on
solvency, earnings and embedded value is calculated regularly. Fortis uses derivatives to limit its
market risk.

Fortis has estimated as of December 31, 2001 the sensitivity of its result before taxation to parallel
shifts in the yield curve of 100 basis points up or down. The sensitivity analysis indicates that for
2001 the impact was negligible.

Regarding the sensitivity to shares and real estate within the insurance segment, the sensitivity tests
as of December 31, 2001 show that a 40% decline in the price of shares held in the insurance
segment investment portfolios would reduce the net equity in the segment by 43%. A 10% decline
in real estate prices would reduce insurance segment net equity by 3%.

Actuarial Risk

Actuarial risk arises in connection with the adequacy of insurance premiums and reserves to meet
the obligations incurred through the sale of insurance policies. Underwriting risk relates to the
process in which applications submitted for insurance coverage are reviewed and it is determined
whether the coverage being requested for a specified premium will be provided, as well as the
pricing of such risk. The actuarial departments within the operating units of Fortis are responsible
for evaluating and managing these insurance risks, as well as sharing responsibility with other
departments for investment policies (see “—General’’), underwriting policies, and product pricing.
Fortis’ actuarial departments regularly assess the adequacy of premium rates and technical
provisions.
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The factors taken into consideration in the pricing of insurance vary by product, according to the
coverage and benefits offered, but in general include such items as:

e expected claims to be made by and expected benefits to be paid to policyholders

e the level and nature of uncertainty associated with the expected benefits (this includes
analysis of claims statistics as well as consideration of the evolution of jurisprudence, the
economic environment and demographic trends)

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

e capital market conditions, reflecting the time value of money
e insurance market conditions, notably competitor pricing of similar products.

Underwriting policies rely on review procedures with actuarial personnel, in which actual loss
experience is examined. Claims statistical analysis tools in each line of business are systematically
employed to refine underwriting standards in order to improve loss experience.

Management believes that Fortis’ actuarial departments have consistently established conservative
technical provisions. The appointed independent actuaries of each Fortis company have given
unqualified opinions regarding the adequacy of technical provisions as of December 31, 2001. See
"— Non-Life Insurance Provisions; Establishment of Claims Provisions'’.

Where appropriate, Fortis operating units also enter into reinsurance contracts to limit exposure to
underwriting losses. In property and casualty lines, the predominant use of reinsurance is intended
to manage exposure to weather related events, natural catastrophes, events involving multiple
victims, catastrophic fires, nuclear accidents and general liability. The selection of reinsurance
companies is based on criteria related to solvency and reliability and, to a lesser degree,
diversification—the spreading of risk across counterparties—as well as developing strong
relationships with Fortis’ reinsurance partners for the sharing of risks. Fortis has particularly strong
relationships with the reinsurance companies Munich Re and Swiss Re, both of which are
shareholders of Fortis. Fortis’ transactions with Munich Re and Swiss Re are on an arm’s-length basis.
Fortis Reinsurance was established in 1999 to coordinate ceded reinsurance, so that the benefits of
spreading risk across different industries and geographic regions are realized throughout the Fortis

group.

Non-Life Insurance Provisions; Establishment of Claims Provisions

In accordance with industry and accounting practices and applicable insurance laws and regulatory
requirements, Fortis’ non-life companies establish provisions for payment of claims and claims
expenses for claims that arise from their respective non-life insurance policies. In general, Fortis
companies establish claims provisions by product, coverage and year.

Claim provisions (also referred to as loss provisions) fall into two categories: provisions for reported
claims and claims expenses and for incurred but not yet reported claims and claims expenses.

Provisions for reported claims and claims expenses are based on estimates of future payments that
will be made in respect of reported claims, including the expenses relating to the settlement of such
claims. Such estimates are made on the basis of the facts available at the time the provision is
established. These provisions are established on an undiscounted basis to recognize the estimated
costs necessary to bring all pending reported claims to final settlement, taking into account
inflation, as well as other factors which can influence the amount of provisions required, some of
which are subjective and some of which are dependent upon future events. Consideration is given
to historical trends of disposition patterns and loss payments, pending levels of unpaid claims and
types of coverage. In addition, court decisions, economic conditions and public attitudes affect the
estimation of provisions, as well as the ultimate costs of claims.
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As time passes between when a claim is reported and final settlement of the claim, circumstances
can change which may require established provisions to be adjusted either upward or downward.
Items such as changes in law, results of litigation and changes in medical costs, costs of motor and
home repair materials and labor rates can substantially impact claim costs. Accordingly, claims and
provisions are reviewed and reevaluated on a regular basis. Amounts ultimately paid in claims and
claims expense can vary significantly from the level or provisions originally set.

Provisions for incurred but not yet reported claims and claims expenses are established on an
undiscounted basis to recognize the estimated cost of losses that have occurred but about which
Fortis has not yet been notified. The provision, like the provision for reported claims and claims
expenses, is established to recognize the estimated costs, including expenses, necessary to bring
claims arising out of losses to final settlement. Since nothing is known about the occurrence, Fortis
must rely upon its historical information to estimate the incurred but not yet reported claims and
claims expense liability.

Product line and coverage perform the analysis. Late reported claim trends, claim severity, exposure
growth and other factors are used in projecting the provision requirements. These provisions are
also revised as additional information becomes available and claims are made.

The time required to learn of and settle claims is an important consideration in establishing
provisions. Short-tail claims, such as motor damage and property damage claims, generally are
reported within a few days or weeks and are settled shortly thereafter. Resolution of long-tail
claims, such as bodily injury, can take years to complete. For long-tail claims, due to the nature of
the loss, information concerning the event, such as required medical treatment, may not be readily
obtainable. In addition, the analysis of long-tail losses is more difficult, requires more detailed work
and is subject to greater uncertainties than short-tail losses.

Local regulation in some countries also permits the establishment of catastrophe equalization
provisions. Such provisions defer a portion of income with respect to a line of business to future
periods in which catastrophic losses might occur (as a result of such factors as hail, nuclear incidents,
storms, freezes and pollution) in that line of business.

Adequacy of Provisions. On the basis of Fortis’ internal procedures which analyze, among other
things, Fortis’ experience with similar cases and historical trends, (such as reserving patterns,
exposure growth, loss payments, pending levels of unpaid claims and product mix, as well as court
decisions and economic conditions) management believes based on information currently available
that Fortis’ non-life claims provisions are adequate. Claims provision estimates are regularly reviewed
and updated, using the most current information.

Any adjustments resulting from changes in provision estimates are reflected in current results of
operations. However, because the establishment of claims provisions is an inherently uncertain
process, there can be no assurance that ultimate losses will not exceed existing claims provisions.

Credit Risk

Like Fortis’ banking operations, Fortis’ insurance operations also face credit risk, or the risk that
financial counterparties may default on their obligations to Fortis and cause such units to suffer a
loss. For the insurance operations this risk relates primarily to counterparty risk in the insurance
investment portfolios. This type of risk is minimized by applying strict credit worthiness criteria to
Fortis’ investments in the public and private sectors, by limiting the amount that can be invested in
any one business and by diversifying geographically and across businesses. For the Benelux countries,
a large portion of the insurance investment portfolio is invested in fixed-income securities that are
directly guaranteed by sovereign governments, thus reducing credit risk.
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The following table shows the credit risk relating to the private and public sectors and to banks for
the years indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Relating to the private sector:

Mortgage loans, individuals .............. ... ... ... . 9,754 8,138 5,023

Corporate debentures ........ ... ... . . . . .. 6,885 7,248 5,650

Other . .. 8,841 9,840 6,421
Total relating to the private sector ............ ... .. ... .. ... ........ 25,480 25,226 17,094
Relating to the publicsector ....... ... . ... ... .. ... . ... 19,118 17,618 15,682
Relating to banks. ... ... ... . . . 7,713 5,793 4,091
Total credit risk™ . ... 52,311 48,637 36,867

(1) Consists of debt securities (investments), loans to credit institutions and customers. The valuation principles are described in Note 4
to the Notes to Fortis consolidated financial statements, “’Principles of valuation and profit determination’.

Liquidity and Solvency Risk

The investment, actuarial and ALM departments of the insurance operating units jointly bear
responsibility for managing liquidity risk. Liquidity risk is defined as the potential inability to fund
illiquid assets. The illiquid investments of the insurance operations include real estate investments,
private loans, and certain investments in non-listed equity and debt securities. Because of the
importance of the capital markets as a potential source of finance, liquidity risk is closely linked to
solvency and creditors’ confidence in Fortis’ ability to meet its commitments. Fortis uses stress tests
and other contingency analyses to monitor the solvency of the insurance sector. The funding sources
are primarily insurance products, many of which have terms which penalize or prohibit early
surrender, thus ensuring continued access to these funds.

The solvency levels of the group are carefully monitored in order to avoid a potential liquidity
problem. Fortis uses stress tests and other ““what if"’ analyses to monitor the solvency of the
insurance sector. Fortis’ policy is to maintain at least 175% of regulatory minimum capital
requirements, taking into account the banking capital requirements and the effect of the capital
structure at the group level. See ""Operating and Financial Review and Prospects—Liquidity and
Capital Resources—Insurance Cash Flows—Solvency Margins and Capital Requirements"’.

Risks Common to Banking and Insurance Operations
Operational and Legal Risk

Operational risk can result from any of the following: failure to obtain proper internal
authorizations, failure to properly document transactions, equipment failures, fraud, inadequate
training or errors by employees. Operational losses include losses due to a failure of internal
controls, personnel unavailability or injury and external events relating to natural disasters or the
failure of external systems.

Fortis monitors operational risks largely at the subsidiary level, by means of methodologies,
regulations and recommendations. The different businesses within the insurance operations and
various businesses and countries within the banking operations are responsible for managing their
own operational risks. The CRM department of Fortis Bank ensures that the different businesses
manage operational risk in a uniform manner and manages risks that cross businesses. The goal in
the longer term is to handle all operational risks in an economically equivalent manner. The priority,
however, is to investigate the continuity plans of each unit around the world. At the same time, the
existing own-risk insurance programs are being adjusted internationally. Risk in the field of
e-commerce is also being closely monitored.
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Legal risk includes the possibility that transactions may not be enforceable under applicable law or
regulation and the possibility that changes in law or regulation could adversely affect Fortis’
position. The risk is greater with respect to derivative financial instruments as applicable law is
relatively recent and in some cases incomplete. Fortis manages legal risk by seeking to ensure that
transactions are properly authorized and by submitting new or unusual transactions to its external
legal advisors for review.

Fortis’ legal departments are decentralized and assess the contracts and monitor developments in
the legislative and regulatory fields. Fortis has strict procedures in place to ensure that all routine
transactions are approved correctly and that new or unusual transactions are submitted for
assessment by its legal advisors. In order to control the risks related to compliance with the
applicable laws and regulations all Fortis units have a compliance function. Annually, a consolidated
report on compliance is drawn up and discussed with the Audit Committee.

Group Financial Transactions

Fortis N.V. and Fortis SA/NV may incur debt from time to time in order to finance investments in
group companies. Because this practice affects the creditworthiness of Fortis, the impact of this
borrowing is monitored carefully within the finance department at the corporate center. At year
end 2001, the amount of Fortis N.V. and Fortis SA/NV debt outstanding was approximately

€1.3 billion, which mainly relates to outstanding convertible notes. The level of debt of Fortis N.V.
and Fortis SA/NV is considered in solvency management by deducting it from available equity prior
to jointly testing for the solvency limits established for banking and insurance operations.

The terms and conditions of this debt financing are determined by taking into account the existing
market risk exposures of the group, and by comparing potential borrowing costs. Fortis attempts to
minimize the impact of group borrowing on the market risk of the group.

117



Business
Overview

Fortis is an international financial services provider active in the fields of insurance, banking and
asset management. Fortis has strong roots in the Benelux countries (Belgium, The Netherlands and
Luxembourg) and has particular strength in delivering insurance products through its banking
distribution network of bancassurance. Outside its home market, Fortis concentrates on selected
market segments in Europe, Asia and the United States. In the United States Fortis has operations
through Fortis, Inc., primarily in specialty insurance.

Fortis ranks as one of the two largest providers of integrated financial services in the Benelux
countries in terms of total assets catering to approximately seven million customers through an
extensive branch network worldwide and 8,500 insurance brokers. Management believes Fortis is
ranked number one in private banking and number two in asset management in the Benelux based
on assets under management as of December 31, 2001. In addition, Fortis was Europe’s 18th largest
financial institution in terms of market capitalization as of December 31, 2001 and was Europe’s
18th largest bank in terms of assets as of December 31, 2000.

In December 2001, Fortis completed a unification process that resulted in the creation of the Fortis
Share, which represents the twinned shares of the two parent companies, Fortis SA/NV and

Fortis N.V. All holders of the Fortis Share are shareholders of both Fortis SA/NV and Fortis N.V. As
such, they have the right to cast one vote for each Fortis Share held at the meetings of shareholders
of both companies. All holders of the Fortis Share have the right to choose whether they receive a
Fortis SA/NV or a Fortis N.V. dividend.

Fortis’ insurance operations contributed approximately 61% to consolidated net profit for 2001 and
Fortis’ banking operations, which include its asset management operations, contributed
approximately 46% to Fortis’ consolidated net profit for 2001. The general segment reduced net
profit by 7%.

Businesses

Businesses are organized within two distinct pools of activity: one for insurance and the other for
banking and asset management. These groupings reflect in part the use of two primary channels for
distributing Fortis’ products, intermediaries (brokers and agents), and proprietary distribution
networks (bank branches). All insurance activities worldwide (other than bancassurance, which will
remain under the banking group), have been aggregated to form the building blocks of a single,
Netherlands-based, insurance group, headed by Fortis Insurance N.V.

* Insurance Belgium and International: this business serves independent insurance
intermediaries in Belgium and insurance intermediaries/bancassurance internationally (other
than The Netherlands, Belgium and the United States);

e Insurance Netherlands: this business serves independent insurance intermediaries in The
Netherlands; and

e Insurance United States: this business primarily serves insurance customers in the United
States.

Substantially all of Fortis’ banking and asset management activities have been integrated into
Fortis Bank. Fortis Bank is now at the head of Fortis’ combined banking operations and the separate
banks are managed as an integrated banking group.

e Network Banking: this business serves retail customers including individuals, professionals
and small enterprises, as well as medium-size and large enterprises. As an integrated
bancassurer FB Insurance forms part of the business line Network Banking although for
financial reporting purposes FB Insurance’s results are included in the insurance segment;
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e Merchant Banking: this business serves institutional and professional customers as well as
large enterprises; and

* Private Banking and Asset Management: this business serves individuals, institutional
investors and institutions as well as the insurance and banking arms of Fortis.

The brand name for substantially all of Fortis’ banking activities, Fortis Bank, was introduced in
June 30, 2000. The integration of the banking activities is scheduled for completion in 2003.

Fortis believes that this structure ensures the greatest management efficiency, the widest
development of commercial opportunities, the most effective integration of businesses and the
optimal use of available skills and best practices within Fortis.

The diagram below summarizes the legal structure of Fortis as of December 31, 2001.

Fortis Shareholders

A \ 4
Fortis SA/NV Fortis N.V.
50% 50%
50% 50%
\ 4 \ 4
Fortis Brussels SA/NV Fortis Utrecht N.V.
75%)
\
25%%)
Fortis Bank SA/NV(" » Fortis Insurance N.V.
AMEV Stad
Fortis Bank Fortis Banque Rotterdam Fortis
Nederland Investment FB Insurance Générale du Verzekerings- Fortis AG International Fortis, Inc.
(Holding)( Management Luxembourg groep
(ASR)

(1) Fortis Bank SA/NV is the successor to the merger of Generale Bank and ASLK-CGER Bank.
(2) Fortis Bank Nederland (Holding) is the successor to the merger of VSB Bank, Generale Bank Nederland and MeesPierson.

(3) Fortis Bank SA/NV holds preference shares in Fortis Insurance N.V. Fortis N.V. Utrecht holds 100% of the ordinary shares in Fortis
Insurance N.V. The percentage interests included in the table represent voting interest.

Insurance

Fortis offers a comprehensive range of life and non-life insurance products in Belgium and The
Netherlands. Fortis’ group of Belgian insurance companies is the leading group of insurance
companies in Belgium based on 2000 gross premiums written, the most recent year for which such
information is available. Fortis believes that its group of Dutch insurance companies, which includes
ASR acquired at the end of 2000, ranks as the second largest insurer in The Netherlands based on
2001 gross premiums written based on Fortis' analysis of publicly available information.

Fortis, through Fortis, Inc., also offers a range of life and non-life products in the United States with
an emphasis on pre-need, health and credit-related insurance and other specialty markets in which
Fortis believes it can achieve leading market shares. Fortis’ acquisition of ABI in 1999 significantly
increased its operations in the United States. Fortis’ divestiture of FFG on April 1, 2001 is consistent
with its approach to build and manage a select portfolio of specialty businesses. See “Insurance—
United States”.
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In addition, Fortis offers life and non-life products in a number of other countries around the world,
including Spain and the United Kingdom. In Spain, Fortis offers a broad range of products and is the
leading provider of life insurance to individuals based on technical reserves as of December 31,
2001.

Fortis’ product offerings are more specialized in other countries. In February 2001, Fortis announced
a joint venture in bancassurance with Maybank, the largest financial services group in Malaysia. In
July 2001 Fortis sold its operations in Australia. In December 2001 Fortis began a life business in
China through a 24.9% stake in Tai Ping Life. In February 2002 Swiss Life (France) and Fortis
announced they had concluded an agreement on the transfer by Fortis of the holding company
Fortis France S.A. to Swiss Life. The main asset of Fortis France S.A. is the life insurance company
Fortis Assurances. The transaction is expected to close in the second quarter of 2002.

Banking

Fortis offers a wide range of retail banking, corporate banking, private banking, investment banking
and asset management services in the Benelux countries (Belgium, The Netherlands and
Luxembourg). Fortis offers a more selective range of financial products outside the Benelux. As of
March 2000, Fortis began offering most of its banking services under the core brand name Fortis
Bank. Fortis Bank consists principally of the predecessor banks:

* Generale Bank, Belgium'’s largest bank in terms of total assets when acquired in 1998

e ASLK-CGER Bank, Belgium'’s fifth largest bank in terms of total assets at December 31,
1998

* the retail banking operations of VSB Bank NV (The Netherlands)

e the retail and corporate banking operations of Generale Bank Nederland N.V. (The
Netherlands)

e the specialized investment, corporate and private banking and asset management
operations of MeesPierson N.V. (The Netherlands).

In June 1999 Fortis merged ASLK-CGER Bank with Generale Bank to form Fortis Bank and Generale
Bank Nederland with VSB Bank to form Fortis Bank (Nederland). MeesPierson merged with Fortis
Bank (Nederland) in June 2000.

In Luxembourg, Fortis completed the integration of Banque Générale du Luxembourg (BGL) with
Fortis Bank Luxembourg during 2001, and on November 26, 2001 the legal merger between both
banks was completed. Fortis had previously increased its stake in BGL from 53.0% to 97.7% in 2000.

As part of its strategic emphasis on customer segments and the structure of Fortis’ executive
committee where executive committee members are responsible for customer segments, Fortis’
banking operations are now organized by businesses serving particular customer segments. See
""—Strategic Direction”.

Asset Management

Fortis’ third party asset management activities are now part of its private banking and asset
management business within its banking operations. Through the integration of Fortis’ and
Generale Bank’s asset management business Fortis created Fortis Investment Management

(Fortis IM). Fortis IM is an internationally organized fund management group — managing mutual
funds for retail distributors, mandates for institutional investors and a portion of the insurance
assets of Fortis. Fortis believes that the Benelux asset management operations are the number two
asset manager in the Benelux based on assets under management at December 31, 2001 and ranks
among the top 10 asset managers in Europe. Fortis IM also has separate asset management activities
in the United States and in Asia.
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History of Fortis

Fortis was created in 1990 when AG Group (now Fortis SA/NV), a large Belgian insurer, and
AMEV/VSB (now Fortis N.V.), a large Dutch insurer, merged their respective operations. The parent
companies, Fortis SA/NV and Fortis N.V., remain separate legal entities. At the time of the merger,
Fortis SA/NV held a strong position in the Belgian insurance market and was a market leader in
various sectors but had a fairly restricted international presence and only minimal banking interests,
while Fortis N.V. held a relatively strong position in the Dutch insurance market and enjoyed a fairly
strong international insurance position. Since the merger, the operating businesses of Fortis have
been managed together. Fortis is not a legal entity but collectively refers to Fortis SA/NV and

Fortis N.V. and the group of companies owned and/or controlled by Fortis SA/NV and Fortis N.V.

Since its formation, Fortis has grown significantly through both organic development and
acquisitions. In 1991, Fortis acquired the Mutual Benefit Life group disability and life portfolio in the
United States, which strengthened its position in these sectors. Fortis also acquired Interlloyd, a
Dutch insurance company, in 1991. The following year, Fortis entered into a joint venture with one
of Spain’s leading banks, La Caixa. The subsidiaries of this joint venture (known as CAIFOR) are
SegurCaixa, a non-life insurer in which Fortis holds a 60% interest, and VidaCaixa, a life insurer in
which Fortis holds a 40% interest, which distribute their products through the bank branches of

La Caixa.

In 1997, Fortis acquired three insurance companies in the United States in specific market segments,
and one insurance broker in the United Kingdom. In 1998, Fortis completed the acquisition of John
Alden, an independent provider of health insurance and services for small businesses in the United
States. In 1998, Fortis also completed the acquisition of Pierce National Life Insurance Company, a
U.S. pre-arranged funeral insurance company. In May 1999 Fortis strengthened its personal line
product offering in the UK with the purchase of Northern Star and in August 1999, Fortis acquired
ABI, a leading U.S. credit-related insurer. In July 2000, Fortis acquired American Memorial Life
Insurance Company and remains one of the largest providers of prepaid funeral insurance in the
United States. At the end of December 2000, Fortis made its most significant acquisition in The
Netherlands with the purchase of ASR. In January 2001, Fortis announced the sale of FFG in the
United States, which sale was completed April 1, 2001. In July 2001, Fortis agreed to acquire
Protective Life Corporation’s dental benefits division and acquired CORE, Inc., a leading provider of
employee absence management in the United States and a provider of disability reinsurance and
management services to insurance carriers. See “Insurance—United States—Overview". In April 2001
ASR and AMEV Nederland were merged to form AMEV Stad Rotterdam Verzekeringsgroep

(ASR) N.V. In October 2001, Fortis announced its acquisition of 24.9% of Tai Ping Life, a Chinese life
insurance company that has a nationwide licence for selling life insurance products in the People’s
Republic of China. In February 2002, Fortis announced it had concluded an agreement with Swiss
Life on the transfer of the holding company Fortis France S.A. The main asset of Fortis France S.A. is
the life insurance company Fortis Assurances.

As a result of the foregoing developments, Fortis is now the largest insurer in the Benelux region
and the second largest insurer through intermediaries in The Netherlands (based on consolidating
each insurer’s 2001 activities and our comparing the consolidated activities to other insurers’ publicly
available information for 2001).

Fortis has also strengthened its Benelux banking activities since 1990 through acquisitions. In 1993,
Fortis acquired a controlling interest in ASLK-CGER Bank, thus substantially broadening and
strengthening Fortis’ banking and bancassurance activities and expertise in Belgium. Fortis increased
its stake in ASLK-CGER Bank in 1997 through the acquisition of an additional 25% interest in 1997
and acquired the remaining approximately 25% of ASLK-CGER Bank from the Belgian government
in January 1999. In 1995, Fortis, through ASLK-CGER Bank, acquired CI-KN Bank, a Belgian retail
bank, which was fully merged into ASLK-CGER Bank in 1997.
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At the beginning of 1997 Fortis acquired The Netherlands-based merchant bank MeesPierson. This
acquisition significantly strengthened Fortis’ private, corporate and investment banking activities. It
also provided Fortis with a major increase in the level and scope of its asset management activities.

In July 1998, Fortis acquired Generale Bank. This acquisition, which was the most significant in Fortis’
history, is given effect under GAAP in accordance with Belgian law as if it had been completed on
January 1, 1998. ASLK/CGER and Generale Bank were merged to formally create Fortis Bank in June
1999. In 2000, Fortis strengthened its position in the Benelux by increasing its stake in BGL from
53.0% to 97.7%.

In April 2000, Fortis Bank exercised its option to buy the remaining 70% of the shares in the Spanish
bank Beta Capital, of which it had owned 30% since 1999. Beta Capital, whose head office is in
Madrid, is primarily engaged in private banking and brokerage in the Spanish market. In September
2000, Fortis Bank increased its stake in Bank Belgolaise from 60% to almost 100% after a successful
public offer. In February 2001, Fortis entered into a bancassurance joint venture with Maybank,
Malaysia’s largest bank. In November 2001, Fortis and Haitong Securities, one of the largest
securities companies in China signed a Strategic Alliance Agreement in investment management. In
April 2002, Fortis announced an agreement in principle to acquire Intertrust Group, an international
trust and corporate management organization. The activities of Intertrust and the trust activities of
MeesPierson will be merged. The transaction is expected to be finalized in the second quarter

of 2002.

Fortis expects that in the near term the European financial services sector will consist of fewer and
larger institutions operating on a Europe-wide basis with strong positions in banking, insurance and
asset management. The management of Fortis believes that Fortis remains at the forefront of this
consolidation process. Fortis believes that its position as the leading provider of integrated financial
services in its Benelux home base provides Fortis with a strong foundation for expansion outside the
Benelux. As such, Fortis has a solid platform for further international growth, particularly in Europe,
the United States and Asia as more fully described under “—Strategic Direction"'.

To leverage the Asia strategy, a CEO has been appointed for Fortis Asia. He is responsible for the
development and management of Fortis banking and insurance operations in Asia.

Fortis also made a number of divestitures during this period of companies that did not meet its
investment criteria, including its Hong Kong insurance operations, U.S. motor insurance, U.S. variable
life insurance and annuity business, its Australian insurance operations, life insurance in the United
Kingdom and Denmark, non-life insurance in France and Ireland and its operational car lease
business. See ""—Strategic Direction”.

The Activities of Fortis

As a result of its acquisitions and divestments, as well as organic growth, Fortis’ profile has changed
considerably over the past ten years. Fortis has developed from primarily an insurance company
operating in the Benelux with a few international operations into an insurance, banking and asset
management group with its core markets remaining in the Benelux and more significant
international operations.

Although Fortis is now managing its activities along functional and business lines (insurance and
banking and asset management), as well as through the customer focused business units as outlined
above, its activities remain centered in three core regions: the Benelux, United States and the Rest
of World. The following table shows the relative contributions of Fortis’ combined operations by
geographic segment and split between insurance and banking for 1992 and 2001.
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Breakdown of Operations

Year Ended December 31,

1992 2001
Operating Operating
1992 Result 2001 Result
Operating Before Operating Before
Result Taxation Result Taxation
Before as a Before as a
(€ millions, except percentages) Taxation % of Fortis Taxation % of Fortis
Insurance:
Belgium..................... ... ...... 174 33% 554 16%
The Netherlands...................... 167 32% 676 19%
Luxembourg .................. .. ..., 3 1% 8 —
Total Benelux .......................... 344 66% 1,239 35%
United States........................... 148 29% 300 9%
Restof World .......................... 21 4% 129 4%
Total Insurance ......................... 513 99% 1,667 48%
Banking:
Belgium..................... ... ..... (5) (1% 798 23%
The Netherlands...................... 74 14% 273 8%
Luxembourg ......................... — — 441 13%
Total Benelux .......................... 69 13% 1,512 43%
United States........................... — — 88 3%
Restof World .......................... — — 398 1%
Total Banking .......................... 69 13% 1,999 57%
General™ ... (63) (12)% (172) (5)%
Total...... ... 519 100% 3,493 100%

(1) Consists of income and charges which are not attributable to the insurance or banking sector or to a specific region. Also includes
interest payable.

Fortis Management Structure

The management structure of Fortis provides full unity of management within Fortis and as such
contributes to transparency and management efficiency.

The Board of Directors of Fortis is responsible for the general strategy of Fortis. An eight-member
Executive Committee is responsible for the day to day management of Fortis and implements the
Group strategy, proposes options for further development of the Group to Fortis’ Board of
Directors, stimulates the cross transfer of best practices and implements synergies within Fortis. See
""Management”.

The management structure of Fortis can be summarized as follows:

e one board, with the Boards of Directors of the Parent Companies identically composed of
the same members. The Chief Executive Officer is the only board member holding an
executive position;

e one Chief Executive Officer (with the appointment of Anton van Rossum as of
September 1, 2000); and

* one Executive Committee, chaired by the Chief Executive Officer responsible for the day-
to-day operations of Fortis with Executive Committee members responsible for the businesses
of the Fortis Group.
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The diagram below outlines Fortis’ operating and management structure.

Board of Directors
Fortis("

Chief
Executive
Officer
. van
Rossum@
Deputy Chief
Executive
Officer Chief Financial
H. Verwilst® Officer
G. Mittler®
Private Insurance
Network Merchant Banking and ; Insurance Insurance
Banking Banking Asset Belgium andl Netherlands United States
K. De Boeck® F. Dierckx®® Management Internatlor;ga) C. de Swart® K. Clayton
J. Feilzer® J. De Mey

(1) Members of Board of Directors of Fortis are also directors of Fortis N.V. and Fortis SA/NV and the sub-holding companies, Fortis
Utrecht N.V. and Fortis Brussels SA/NV, under which Fortis operates its insurance and banking and investment businesses.

(2) Mr. van Rossum is a member of the Fortis Board of Directors and Chairman of the Executive Committee.

(3) Member of the Executive Committee.

Fortis Utrecht N.V. and Fortis Brussels SA/NV
Fortis Utrecht N.V. and Fortis Brussels SA/NV are the sub-holding companies of Fortis N.V. and
Fortis SA/NV. They

e are separate legal entities from Fortis N.V. and Fortis SA/NV

* hold substantially all of the assets of the Fortis group

e are subject to regulation by governmental bodies and

e produce separate financial statements which are deposited with governmental bodies.

Unification and the Fortis Share

In December 2001 Fortis unified the separately listed shares of Fortis (NL) and Fortis (B) Shares into a
single listed security, the Fortis Share, comprising one ordinary share in Fortis SA/NV twinned with
one ordinary share in Fortis N.V., the legal successors to Fortis (B) and Fortis (NL), respectively. One
Fortis Share represents one ordinary share in each of the parent companies, including any rights
attached thereto.

The Fortis Share is listed on the Primary Market of Euronext Brussels and on the Official Segment of
the stock market of Euronext Amsterdam. A secondary listing for the Fortis Share is maintained on
the Luxembourg Stock Exchange. Fortis also has a sponsored over-the-counter ADR program for
Fortis Shares in the United States.

Strategic Direction

Goals

Since Fortis’ formation in 1990, Fortis has built leadership positions in its home market of the
Benelux, in life and non-life insurance, retail banking and banking for small and medium-sized
enterprises, private banking, asset management and certain merchant banking activities.

Having completed the acquisition of ASR in December 2000, Fortis’ primary attention has shifted
from consolidating its position in its Benelux home markets through acquisitions to growing into a
single strong efficient customer focused company, focusing on core businesses and developing solid
growth platforms in Europe, the United States and Asia.
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Fortis’ goal is to become the preferred supplier of financial services in its chosen markets. To achieve
this, Fortis is now organized around specific customer focused “Businesses’’. Each Business is given
substantial autonomy to develop its own strategy and growth.

Competitive Strengths

Fortis believes that there are certain characteristics that set it apart from its competitors in its core
Benelux markets and which contribute generally to its strength.

e Fortis has a clear strategy focused on the growing savings market in the Benelux. This
strateqgy is designed to reach its existing and expanding customer base by offering many
products using multiple channels of distribution, with a particular emphasis on its strength in
bancassurance, where Fortis intends to leverage its success.

e Fortis’ market position in banking and insurance in the Benelux countries has provided it
with stable earnings and cash flow. This has enabled it to finance its strategy of
strengthening its home market position while expanding selectively internationally.

e Fortis has been able to increase or maintain its market share in the Benelux despite
intense competition. The acquisition of Generale Bank significantly enhanced its market
position in banking and asset management in the Benelux. It has also broadened its
distribution channels in its core Benelux markets and increased the scale of its operations
internationally, particularly in Europe and Asia. Fortis’ acquisition of ASR further
strengthened the group’s position in its core Benelux markets.

In addition to its strong position in its domestic markets, Fortis has followed a strategy of selective
expansion outside the Benelux, principally focused on credit-related insurance and a number of
other specific specialty insurance market segments in the United States. In other international
markets, Fortis’ main focus has been on insurance, while the MeesPierson and Generale Bank
acquisitions have contributed to the expanded scope of Fortis’ international banking activities.

Fortis' stated strategic objectives consist of improving significantly its home market performance,
exploring European leadership opportunities and expanding Fortis’ presence in selected regions
around the world.

In order to implement its stated objectives, there are three basic principles underlying the strategic
direction of Fortis:

* reinforcing Fortis’ position in the Benelux by focusing on serving customers and reducing
costs;

e using Fortis’ Benelux platform to expand in certain businesses in Europe with a focus on
the development of asset gathering activities; and

 diversifying Fortis’ business development through development in Asia and the United
States.

Achieve Financial Targets

Fortis has pursued and will continue to pursue its stated strategic objectives within the overall
context of providing sustainable high value creation for its shareholders. In this regard, Fortis has
stated minimum financial targets relating to annual earnings growth and returns on equity.
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Fortis’ minimum financial targets include at least a 12% growth in net operating profit per share
and at least 15% return on equity. The table below shows net profit growth, net operating profit
growth per share and return on net equity since 1998. However, Fortis can provide no assurance

that it will be able annually to meet or exceed its minimum financial targets.

Year Ended December 31,

2001 2000 1999 1998
Net profit growth . ........... ... ... ... ... ... ... ... ...... (6%) 19% 24% 46%
Net operating profit growth per share™ ... ............. .. (9.8)% 13.5% — —
Return on equity® ... ... .. ... 17.9% 20.0%  18.7%  16.4%%

(1) Since Fortis only began publishing net operating profit figures in 2000, net operating profit growth per share for earlier periods is

not available.

(2) Return on net equity consists of combined net profit as a percentage of average net equity, on a basis of GAAP prepared in

accordance with Belgian law.

(3) Compared to pro forma 1997, which gives effect to a restructuring implemented in 1998 and the acquisition of Generale Bank.

(4) Growth versus pro forma 1997.

Set forth below is net operating profit and non-operating items for the years ended December 31,

2001, 2000 and 1999.

Year Ended December 31,

(€ millions) 2001 2000 1999
Net operating profit ....... ... ... . . . . ... 2,267 2,356 1,963
Non-operating capital gains:
Suez (INSUraNCe) . ...t 263 149 —
Euronext (Banking) ......... ... — 99 —
Nationale Investeringsbank (Insurance) ............................... — — 98
Tractebel (Insurance) ......... ... — — 255
Fortis Financial Group (Insurance) ............. . ... i .. 36 — —
Australia (INnSUrance) ............ i 46 — —
Kempen & Co (INSUrance). ...ttt 80 — —
Liffe Seats (Banking) .......... ... . . . . . 11 — —
SES Global (Banking) ....... ... ... 75 — —
Release of millennium provisions:
INSUFaNCE . . . — 70 —
BanKing . ... — 94 —
Reorganization reserves":
INSUIANCE . . o (57) — —
BanKing ... .o (151) — —
General ... 3) — —
Change in tax rate Luxembourg ......... ... . ... .. ... .. ... 31 — —
Non-operating items after taxation ........................... ... ...... 331 412 353
Net profit . ... 2,598 2,768 2,316

(1) These amounts relate to a personnel reduction plan. These reductions will be achieved through early-retirement plans.
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Insurance

Fortis offers a comprehensive range of life and non-life insurance products in the Benelux countries
of Belgium and The Netherlands. Fortis’ group of Belgian insurance companies is the leading group
of insurance companies in Belgium based on 2000 gross premiums written. In The Netherlands, the
Fortis group of Dutch insurance companies is the second largest insurer (based on Fortis' review of
publicly available information) based on 2001 gross premiums written.

Fortis also offers a range of life and non-life products in the United States with an emphasis on pre-
need, health, credit-related insurance and other specialty markets where Fortis believes it can
achieve significant market shares. In addition, Fortis offers life and non-life products in Luxembourg
and a number of other countries around the world, including Spain, the United Kingdom,
Singapore, Malaysia and China. Fortis sold its Australian operations in July 2001 and recently
entered into an agreement to sell its life insurance operations in France. With the exception of
Spain, where Fortis offers a broad range of life and non-life products, Fortis’ product offerings in
other countries are more specialized.

Benelux

Fortis estimates that it is the largest group of insurance companies in the Benelux based on 2000
gross premiums written. The following table shows the contribution of insurance in the Benelux to
Fortis’ overall insurance results and to Fortis’ results as a whole as of and for the year ended
December 31, 2001.

Year Ended December 31, 2001

Benelux

Benelux Insurance

Insurance as a as a

Benelux Fortis % of Fortis % of

(€ millions, except percentages) Insurance Insurance Insurance Fortis Fortis

Operating result before taxation 1,239 1,667 74% 3,493 35%

Gross life premiums ............. 7,606 10,682 71% 10,682 71%

Gross non-life premiums ......... 2,991 10,932 27% 10,932 27%

Assets . ... 75,685 109,937 69% 482,970 16%
Belgium
Overview

Fortis has two major operating insurance companies in Belgium:

e Fortis AG (formerly AG 1824), distributes life and non-life products exclusively through
independent professional brokers.

* FB Insurance, a 100% subsidiary of Fortis Bank, distributes both life and non life products,
primarily to individuals and small companies, through the over 1,900 branch network of
Fortis Bank. FB Insurance is the largest bancassurer in Belgium.

Fortis' strategy is to maintain its leading position in the Belgian insurance market by:

» fully exploiting its strong distribution expertise in both the broker and bancassurance
channels, as well as developing systems and technology in order to maintain its competitive
edge in the "direct” tele-sales channel;

e providing innovative and effective products to its key individual and group customer
bases, focusing on (1) maintaining Fortis AG's leading position with the independent broker
distribution channel, both for life and non-life products and (2) maintaining FB Insurance’s
leading position by growth in the bancassurance distribution through individual pensions
and savings products and through retail non-life products; and
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e increasing the penetration of the former Generale Bank customer base.

According to the Belgian Insurance Company Association, the Belgian insurance market had
approximately €20,053 million of total premiums written in 2000 of which approximately

€7,121 million were non-life premiums, primarily motor, household and liability policies. Individual
life policies, mostly term insurance, pensions and savings products, accounted for the largest
segment, approximately €10,058 million of premiums. Group life, primarily companies’ occupational
pension schemes, accounted for the remaining €2,874 million.

The following table shows the contribution of insurance in Belgium to Fortis’ insurance results in the
Benelux as of and for the year ended December 31, 2001.

Year Ended December 31, 2001

Belgium

Insurance

as a % of

Belgium Benelux Benelux

(€ millions, except percentages) Insurance Insurance Insurance
Operating result before taxation ............................. 554 1,239 45%
Gross life premiums. ... ... ... 3,693 7,606 49%
Gross non-life premiums™ .. ... . 1,061 2,991 35%
ASSETS . L 32,060 75,685 42%

(1) Belgium Insurance includes the Belgian activities of Fortis Corporate Insurance.

Fortis is the largest provider of individual life and the second largest provider of group life
insurance in Belgium based on gross premiums written, with a market share of approximately 38%
and 23%, respectively, in 2000, the most recent year for which Belgian industry data is available. FB
Insurance is itself the largest provider of individual life products in the Belgian market, with a
market share of 30% in 2000, primarily due to the success of its bancassurance distribution channel.
Fortis is also the second largest provider of non-life insurance in Belgium based on gross premiums
written, with a market share of approximately 14% in 2000.

Products

The following table sets forth Fortis’ Belgian gross premium income by product for the periods
indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Life

Individual and group contracts. ............... . ... ... 1,859 1,546 1,595

Investment-linked contracts™ . ... ... .. ... .. ... 1,834 2,942 1,718
Total gross premiums life....... ... . ... ... .. . ... ... 3,693 4,488 3,313
Non-life

FIrE 325 309 314

1Y/ o 3 o ) 292 278 256

Accident and Health ........ ... .. ... . . 271 258 253

Other® 173 169 158
Total gross premiums non-life ............... ... ... .. .. ... .. ... 1,061 1,014 981
Total gross premiums Belgium ........ ... ... ... ... ... 4,754 5,502 4,294

(1) Includes policies where investment is at the risk of the policyholder.

(2) Includes protection for engineering and building projects, cargo insurance, third party liability insurance (excluding motor), legal
assistance and protection against pecuniary loss.
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Life Products

Fortis’ life insurance products consist of a broad range of participating (with profit sharing) and
non-participating (without profit sharing) policies written for both individual and group customers.
Participating policies share in either the results of the issuing company or investment returns on
specified assets. In recent years, an increasing number of Fortis’ policies consist of policies that
participate in the investment return of a specified investment fund, consistent with the trends in the
Benelux market.

Individual. Fortis’ individual life products include a variety of endowment, pure endowment, term
and whole life and universal life type insurance policies designed to meet specific market needs.
Fortis offers single and regular premium policies used primarily for the funding of individual
retirement benefits. Due to the fiscal segmentation, most of the benefits under these policies are
payable at age 60 to 65 or on premature death.

Fortis’ tax-advantaged mortgage funding products include regular premium endowment policies, as
well as policies that combine term insurance and savings features. Regular premium endowment
policies are also marketed as savings products or sold in connection with residential mortgages. In
addition, through its bancassurance distribution channel, Fortis offers investment products such as
insurance bonds. Fortis AG individual life products are mostly “universal life"”, offering investment
style products, both unit-linked and non-unit-linked.

Fortis also offers investment-linked insurance policies, where the policyholder bears the investment
risk. Premiums are invested in investment funds chosen by the policyholder and the return on the
investments is reinvested in the fund on behalf of the policyholder. An optional death benefit at
specified levels is offered as well. Policy terms allow the policyholder to switch periodically among
funds.

The following table sets forth certain data with respect to Fortis’ Belgian life insurance premiums by
type of policy for the periods indicated.

Year Ended December 31,

(€ millions, except percentages) 2001 2000 1999

Regular premiums ........................ 1,154 31% 1,513 34% 933 28%
Single premiums .......................... 2,539 69% 2,975 66 % 2,380 72%
Total gross premiums life Belgium ......... 3,693 100% 4,488 100% 3,313 100%
Non-participating ......................... 522 14% 93 2% 377 1%
Participating............. ... ... ... 1,337 36% 1,454 32% 1,218 37%
Fortis bears investments risk ............... 1,859 50% 1,547 34% 1,595 48%
Policyholder bears investment risk ......... 1,834 50% 2,941 66% 1,718 52%
Total gross premiums life Belgium ......... 3,693 100% 4,488 100% 3,313 100%

Group. Fortis’ group life policies are designed to fund private pension benefits offered by a wide
range of businesses, public authorities and institutions to their employees as a supplement to
government provided benefits. These benefits include sums assured by life or death, annuities,
disability benefits and spouses’ and orphans’ benefits. For large groups, customized policies are
offered to meet the needs of individual employers. For other groups, standardized policies providing
specified benefits are offered.

Legally different types of group policies are “‘traditional’’ group insurance, key man insurance, early
retirement pensions and public sector pensions. Fortis currently offers three different group
products. The first consists of contracts with guaranteed interest increased by a profit sharing
whereby at year-end the policyholder’s return is calculated by assuming that related policy
investments were made in a hypothetical portfolio of government bonds. The second group product
consists of contracts with a guaranteed interest rate whereby profit sharing is based on the return
on a segregated portfolio of investments. These investments are managed separately from other
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investments and Fortis receives a related management fee. The third type consists of contracts
without a guaranteed interest rate whereby the policyholder bears investment risk and the return
on the portfolio in which premiums are invested are solely for the benefit of the policyholder. Here
Fortis also receives a related management fee.

The following table sets forth certain data with respect to Fortis’ Belgian group life premiums by
type of policy for the periods indicated.

Year Ended December 31,

(€ millions, except percentages) 2001 2000 1999

Fortis bears investment risk . .................... 627 98% 646 97% 574 98%
Policyholder bears investment risk .............. 14 2% 18 3% 9 2%
Total gross premiums group life Belgium ........ 641 100% 664 100% 583 100%

Non-Life Products

The following describes the primary non-life insurance products offered by Fortis in Belgium. Non
life insurance products issued by Fortis companies in The Netherlands as well as other countries,
primarily in Europe, are substantially similar to the products described below.

Fire. Fortis’ fire insurance policies provide coverage to both individual and commercial customers.
Fire policies generally provide coverage for a variety of losses, including fires, storms, burglary and
other perils. Individual coverage is provided on both a single-risk and multi-risk basis, with multi-risk
policies providing coverage for loss or damage to dwellings, damage to personal goods, and liability
to third parties.

Commercial coverage is provided to Belgian companies for buildings and facilities in Belgium, and
includes ordinary and commercial risks. Fortis is the largest provider of fire insurance in Belgium
based on gross premiums written, with a market share of approximately 22% in 2000, the most
recent year for which Belgian industry data is available.

Motor. The motor policies provided by Fortis in the Belgian market provide coverage to individual
and commercial (fleet) insurers for third party liability (including property damage and bodily
injury), as well as coverage for theft, fire and collision damage. Belgian law requires that coverage
for third party liability be maintained with respect to each licensed motor vehicle. Other coverage,
including collision and first party medical, is optional. Belgian law does not require that insurance
be maintained for damage suffered by the policyholder, the driver of the vehicle or the vehicle
itself. Each of the various types of coverage provided by Fortis is available with deductibles, which
enables policyholders to reduce the cost of coverage by selecting higher deductible amounts. Policies
are generally written for a minimum period of one year.

Motor insurance premium levels are subject to rate regulation in Belgium. In addition, the terms
and features offered by Fortis are generally similar to those offered by its competitors in the Belgian
market, though slight variations may occur as a result of the multi-channel approach. As a result of
these factors, competition in the Belgian motor insurance market is predominantly determined by
the client-broken relationship and price. Fortis establishes its premium rates on the basis of its own
historical data and pricing and underwriting experience. Premium levels are determined according
to numerous variables, including factors related to the age and model of the insured vehicle as well
as age, driving record and other factors related to the policyholder. In addition to premium levels,
the frequency and severity of loss events affect the results of Fortis’ motor business.

Accident and health. Accident and health insurance is provided by Fortis on both an individual and
group basis. The types of risks covered by Fortis’ accident and health insurance policies include
death by accident and temporary and permanent disability. In Belgium, the government’s role is
decreasing in the field of disability insurance and sick pay, creating new opportunities for insurance
companies to provide private-sector coverage for benefits previously provided by the state. Belgian
law stipulates that each employer must underwrite an insurance policy (‘"Workers’ Compensation’’)
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to cover employees in case of accidents in the work place or on the way to and from the work place
and the employee’s home. Unlike most other European countries, in Belgium the private sector
rather than the state social security system provide these insurance products. Although provided by
the private sector, the levels of premiums are subject to control of the government authorities and
the government also exerts administrative control of claims handling.

Other non-life. Other non-life insurance consists of protection of engineering and building
projects, cargo insurance, third party liability insurance (excluding motor), legal assistance and
protection against pecuniary loss.

Distribution Channels

In Belgium, Fortis distributes its insurance products through two principal distribution channels: the
independent professional brokerage channel and bancassurance. Fortis has also developed systems
and technology to offer certain insurance products by direct sales, although such market remains
relatively small in Belgium. These distribution channels offer products, which are targeted at specific
market segments. Products offered through the brokerage channel are generally aimed at customers
who require specialized advice. The bancassurance channel generally offers standardized products
that together with bank products offer a complete range of financial services to the bank customer.

Independent Brokers

The products offered by Fortis AG are distributed exclusively through a network of more than 3,000
professional independent brokers. The professional independent brokers are individuals or
companies, which represent a number of insurance companies in a sale and service capacity as third
party contractors. In this respect, Fortis AG competes with other companies that provide financial
products and services through independent intermediaries. Fortis AG is the largest provider of
insurance products through professional independent brokers in Belgium. Independent brokers are
paid on a commission basis and are not employees of the companies they represent. The
independent brokers mostly sell both life and non-life insurance products.

Fortis AG supports its professional brokers through nine commercial centers, supported by three
management sites offering policy issues and claims handling.

Bancassurance

Bancassurance continues to be a fast growing distribution channel in the Belgian insurance market.
Fortis is the leading distributor of insurance in Belgium through the bancassurance distribution
channel and in 2000 had a market share of approximately 44% of the bancassurance market. It
distributes life and non-life products, primarily to individuals and small enterprises, through over
1,900 branches of Fortis Bank. Although Fortis’ bancassurance activities are accounted for in Fortis’
insurance segment, they are managed as part of Fortis’ banking activities. See “Banking—Customer
Segments and Businesses—Network Banking—Distribution”’.

Competitive Position

The Belgian insurance industry is concentrated among a few large companies, with the five largest
insurance groups accounting for over 66% of the market’s gross premiums written in 2000, the most
recent year for which industry data is available. Fortis companies have a strong position in the
Belgian insurance markets but face strong competition in virtually all the products and services they
provide. Due to the success of the bancassurance distribution channel, Fortis has a leading share of
the individual life market, with an approximate 38% market share based on gross premiums written
at the end of 2000.
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In non-life, Fortis companies have approximately a 14% market share based on gross premiums
written, making it the second largest non-life company in Belgium. The principal competitive factors
affecting the life and non-life business of Fortis companies in Belgium are:

e size and strength of distribution channels;

e financial strength and claims-paying ratings;

* price;

e range of product lines, product quality, reputation and visibility in the marketplace;
e quality of service;

e asset management performance, with respect to participating and investment-linked
contracts.

In non-life, the principal competitive factor with respect to certain lines, including motor, is price.
Because of such price competition, Fortis relies on its historical data and underwriting experience to
establish rates. In addition to price, competition in non-life insurance is also based on scope of
distribution systems, name recognition and quality of service.

The Netherlands

Overview

Fortis writes and distributes through AMEV Stad Rotterdam, the holding company formed in 2001
following the acquisition of ASR and the legal merger between AMEV and ASR, and its insurance
subsidiaries, a broad range of both life and non-life insurance products in The Netherlands. Life
premiums accounted for 64% of gross premiums written in 2001 in The Netherlands. Fortis
distributes its insurance products in The Netherlands through independent brokers, a direct sales
force and bancassurance. With its acquisition of ASR at the end of 2000, Fortis significantly
strengthened its position with the independent broker distribution channel, the primary channel for
ASR products. The financial data included in the tables below include ASR in 2001 but not for

prior years.

Fortis’ strategy is to maintain its prominence in the Dutch insurance market by:

e strengthening its position in life insurance markets in close cooperation with specialized
intermediaries, focusing on attractive segments of the individual life market and the
pensions and employee benefits market;

* selective growth in the non-life market, emphasizing profitability;

e providing innovative and effective products to its customers through independent
intermediaries, its own sales force and via bancassurance, exploiting its cross-selling
potential.

The Dutch insurance markets are some of the most sophisticated in Europe, with relatively high
proportions of life and pensions sales, deregulation, focus on asset management and performance
and increasingly competitive distribution channels. Independent brokers still predominate but
bancassurance and direct writers are significant and increasing competitive forces.

A high level of competition marks all segments of the insurance market in The Netherlands. This has
led to significant margin pressures in this market. The proliferation of niche segments (by
geography or by product) has exacerbated this competition, though the combination of low top-line
growth, excess capacity and high cost structures, suggests that further consolidation is imminent.

Since the early 1990s, Fortis has taken steps to increase its presence in the Dutch insurance market,
while at the same time re-emphasizing profitability as the over-riding objective. The acquisition of
Interlloyd in 1991 boosted Fortis’ presence in commercial non-life insurance, especially transport.
Fortis has also expanded in life and health, buying Falcon Leven NV, the former subsidiary of Eagle
Star Assurance Co. Ltd, which specializes in universal life products, and entering an exclusive
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cooperation agreement with VGZ, one of the leading Dutch health insurers. Substantially all of the
health care group contracts of AMEV have been transferred to VGZ.

Fortis completed its most significant acquisition in the Dutch market when it acquired ASR at the
end of 2000. In connection with this acquisition Fortis restructured its Dutch insurance operations to
combine the strengths and centralize the management of AMEV Nederland and ASR. The
restructuring included merging the operations of these two companies, forming the new holding
company, AMEV Stad Rotterdam, under which Fortis now conducts all of its Netherlands insurance
activities.

ASR was principally a Dutch insurance group solely active through the independent broker/
intermediary channel. The insurance activities of ASR focused on private households and small and
medium-sized companies with a wide range of product lines, such as personal financial planning
and unit linked/universal life insurance. ASR also offered banking services concentrating on
mortgage lending and savings products used as a means for selling life insurance products. ASR
distributed its services exclusively through intermediaries.

The table below shows the contribution of insurance in The Netherlands to Fortis’ insurance results
in the Benelux as of and for the year ended December 31, 2001.

Year Ended December 31, 2001

Netherlands
Insurance as a

Netherlands Benelux % of Benelux
(€ millions, except percentages) Insurance Insurance Insurance
Operating result before taxation ....................... 676 1,239 55%
Gross life premiums ......... . ... 3,457 7,606 45%
Gross non-life premiums™ ... 1,915 2,991 64%
ASSets .. 42,349 75,685 56%

(1) Netherlands Insurance includes the Dutch activities of Fortis Corporate Insurance.

In 2001, Fortis was the second largest provider of insurance products, the third largest provider of
non-life insurance and the third largest provider of life insurance products in The Netherlands.
Fortis’ market position in the Netherlands is based on Fortis review of publicly available data and
gross premium income in 2001.

Products

The following table sets forth Fortis’ gross premium income in The Netherlands by product for the
periods indicated.

Year Ended December 31,

(€ millions) 2001 2000 1999
Life
Individual contracts ............ .. . 1,528 412 411
Group CoNtracts . ... ... oo 343 250 238
Investment-linked contracts.......... .. .. ... .. .. . .. ... 1,586 904 818
Total gross premiums life...... ... .. ... . . . . 3,457 1,566 1,467
Non-life
Fire 323 211 208
MOt Or . . 469 213 202
Accident and Health ... ... ... . .. . . . 795 131 118
Other ... 328 158 152
Total gross premiums non-life ........ .. ... ... .. ... ... ... .. 1,915 713 680
Total gross premiums The Netherlands ................................. 5,372 2,279 2,147




Life Products

Individual. The individual life products offered by the Fortis insurance companies in The
Netherlands are substantially the same as the individual life products offered in Belgium. See
""—Belgium—Products—Life Products—Individual”. Fortis also offers products, which have different
features or are unique to the Dutch market such as deposit life policies. Under a deposit life policy
Fortis administers a savings deposit life insurance plan under which the participants surviving for a
fixed period of time participate in the value of the savings deposits and accrued interest at that
time. An optional supplementary death benefit is provided by a term insurance policy.

The following table sets forth certain data with respect to Fortis’ individual life insurance premiums
in The Netherlands by type of policy for the periods indicated.

Year Ended December 31,

(€ millions, except percentages) 2001 2000 1999
Regular premiums ............... ... ... .. 1,730 50% 1,026 66% 999 68%
Single premiums ....... ... 1,727 50% 540 34% 468 32%
Total gross premiums life

The Netherlands ............................. 3,457 100% 1,566 100% 1,467 100%
Non-participating ............. ... ... ... ... ..... 136 4% 184 12% 89 6%
Participating......... ... ... ... .. . .. 1,735 50% 477 30% 560 38%
Fortis bears investment risk . .................... 1,872 54% 661 42% 649 44%
Policyholder bears investment risk .............. 1,586 46% 905 58% 818 56%
Total gross premiums life

The Netherlands ............................. 3,457 100% 1,566 100% 1,467 100%

Group. The group products offered by the Fortis insurance companies in The Netherlands are
substantially the same as the group products offered in Belgium. See ""—Belgium—Products—Life
Products—Group’’. The group policies sold by the Dutch insurance companies are primarily old age
and widows pensions sold on both a traditional and investment-linked basis.

The following table sets forth Fortis’ group life premiums in The Netherlands by type of policy for
the periods indicated:

Year Ended December 31,

(€ millions, except percentages) 2001 2000 1999
Fortis bears investmentrisk ..................... 343 35% 250 54% 238 51%
Policyholders bears investment risk.............. 636 65% 211 46% 226 49%
Total gross premiums group life

The Netherlands ............................. 979 100% 461 100% 464 100%

Non-Life Products

Motor and fire. The motor and fire non-life products sold by Fortis’ Dutch insurance companies are
substantially similar to the motor and fire non-life products sold in Belgium. See “—Belgium—
Products—Non-Life Products’. Motor and fire non-life contracts accounted for approximately 41% of
total non-life gross premiums in The Netherlands in 2001. Motor and fire represent approximately
40% of the entire Dutch insurance market. Since 1996 Fortis has used a rating structure for its retail
motor line with increased differentiation between good and bad risks. This tariff structure resulted
in an increase in volume and an improvement in the quality of new business. Based on gross
premiums written in 1999, Fortis including ASR has a market share of approximately 12.0%. The
market share has been determined by Fortis based on industry data supplied to the Dutch insurance
regulator.
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Accident and health. Accident and health is another principal non-life line of business and, because
of the privatization of disability and health insurance in The Netherlands, is a particularly fast-
growing segment. Accident and health insurance is provided by Fortis on both an individual and
group basis. The types of risks covered by Fortis’ accident and health insurance policies include
death by accident, and temporary and permanent disability. In The Netherlands, the government'’s
role is decreasing in the field of disability insurance and sick pay, creating new opportunities for
insurance companies to provide private-sector coverage for benefits previously provided by the
Dutch government. The overall aim of Fortis’ sickness and disability strategy is to be an important
player in the employee benefits market, similar to its position in the United States.

Other non-life. Other non-life insurance consists of protection of engineering and building
projects, cargo insurance, third party liability insurance, legal assistance and protection against
pecuniary loss.

Corporate business. This segment consists primarily of industrial protection and liability lines.

Distribution Channels

In The Netherlands, Fortis distributes its insurance products through three channels, primarily
independent intermediaries, but also through its own direct sales force and bancassurance, using its
own banking channel. The Fortis strategy is to serve each distribution channel with products, which
are not only carefully tailored to the requirements of the target customer, but also to those of the
particular distribution channel.

Independent Brokers

Independent brokers are the main distribution channel in The Netherlands for Fortis' life and non-
life policies, accounting for approximately 94% of total sales in 2001. The professional independent
brokers are individuals or companies, which represent a number of insurance companies in a sale
and service capacity as third party contractors. Independent brokers are paid on a commission basis
and are not employees of the companies they represent. Independent brokers are the primary
distribution channel for insurance products in The Netherlands representing over half of gross
premiums.

Salaried Agents

AMEV Stad Rotterdam has a salaried agency network of approximately 350 agents, primarily selling
to middle income individuals. Salaried agents are employees of and work exclusively for Fortis and
receive a fixed salary plus a commission on the business produced. Fortis is in the process of creating
a franchise company where it expects all of its AMEV Stad Rotterdam salaried agents to be
transferred by mid-2003.

Bancassurance

The bancassurance distribution channel, which consists primarily of the approximately 230 branch
network of Fortis Bank in The Netherlands, primarily sells individual, straightforward products issued
by Fortis to retail clients of the bank. The bancassurance channel sells a larger proportion of life
than non-life and is becoming an increasingly important distribution channel.

Competition

There is a high level of competition in The Netherlands for all insurance products sold by Fortis
companies. Competition is strong in the life insurance market as many domestic and foreign insurers
are attracted by growth of the Dutch market and consider life insurance a core activity.

Although competition in life insurance is strong, competition in the more cyclical non-life market is
even stronger due to the high number of companies active in the non-life market. The large
number of companies writing non-life policies in The Netherlands increases competition and results
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in more fragmented market shares; the top five insurance companies write approximately 49% of
non-life premiums based on 1999 data, compared to approximately 66% of life premiums.

Competition with respect to the products and services provided by Fortis’ insurance companies in
The Netherlands is based on factors such as:

* price;

e financial strength and claims-paying ratings;

e size and strength of distribution channels;

* range of product lines, product quality, reputation and visibility in the marketplace;
e quality of service; and

e asset management performance, with respect to investment-linked and participating life
contracts.

Management believes that in the medium term, direct writers, particularly for non-life products such
as motor and fire, will become increasingly important competitors, increasing pressure on premium
rates.

Luxembourg

Fortis’ Luxembourg insurance operations sell life and non-life products in Luxembourg and life
products in neighboring countries.

United States
Overview

The United States insurance market is highly fragmented with only a few, large companies with
market shares in excess of 5%. In the broad market segments, where insurance is a commodity,
scale, size and volume are necessary to achieve profitability amid strong competition. As a result,
Fortis’ strategy in the United States has been to concentrate operations in specialized insurance
market segments where it can obtain leading market positions. The companies making up Fortis,
Inc. in the United States are leading providers of group long and short-term disability, life and
dental insurance, individual and small group medical insurance, employee absence management
services, affinity group marketing and insurance services, and preneed funeral insurance.

Fortis, Inc., also offers certain of these insurance products, in select other countries including
Canada, Latin America and the United Kingdom.

Since the beginning of 1997, Fortis has invested approximately €3.9 billion in acquisitions in the
United States to strengthen specific market positions. It acquired: Pierce National Life Insurance
Company and American Memorial Life Insurance Company, two of the largest suppliers of pre-need
funeral insurance in the United States and Canada; and John Alden, which, through its John Alden
Life Insurance Company subsidiary, is a leading provider of small group health and individual care
services.

In August 1999, Fortis acquired American Bankers Insurance Group, Inc., based in Miami. The
transaction created a leading specialty insurer in the United States by combining the management
of the operations of ABI with those of American Security Group ("ASG"), Fortis' then-existing credit-
related insurance subsidiary based in Atlanta. The business activities of ABI and ASG operate under
the name Assurant Group and provide affinity group marketing and insurance services in the United
States, Canada, Latin America, the Caribbean and the United Kingdom. The acquisition of ABI added
complementary products and distribution channels to Fortis’ existing credit-related insurance
operations, particularly through the credit operations of major retailers, and consumer-oriented
financial institutions.
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Effective March 1, 2000, Fortis, Inc.’s long-term care insurance business was sold to John Hancock
pursuant to a 100% coinsurance treaty. The sale of the long-term care business was consistent with
Fortis, Inc.’s strategy of divesting businesses in which it had not achieved a market leadership
position.

On October 1, 2000, Fortis, Inc. purchased American Memorial Life Insurance Company (“AMLIC'")
from Service Corporation International (“’SCI'"). The acquisition of this South Dakota based company
established Fortis’ leadership in the prearranged funeral insurance market and allowed Fortis to
continue to expand and leverage its management expertise in this specialty market segment.

Developments During 2001

On April 2, 2001, Fortis, Inc. sold Fortis Financial Group, its variable life insurance and annuity
business and its proprietary mutual fund complex, to The Hartford for approximately US$1.12
billion. Although FFG was one of the first companies to offer variable universal life and variable
annuity products in the late 1980’s, when they were still a niche business, the market has grown
explosively; and today these products account for over one-third of total industry sales and are no
longer specialty businesses. While FFG had exhibited solid growth and profitability, it had small
market shares in each of these products and none of the companies comprising FFG had top market
positions.

On December 31, 2001, Fortis, Inc. completed the acquisition of Protective Life Corporation’s Dental
Benefits Division in a cash transaction valued at approximately US$300 million. The transaction
included the reinsurance of Protective’s Dental Benefits Division’s indemnity dental business and the
purchase of the Division’s prepaid dental subsidiaries. This acquisition positions Fortis’ disability and
dental insurance company, Fortis Benefits Insurance Company, as a leader in the voluntary
(employee-paid) dental benefits market and the fourth largest provider of dental benefits in the
United States.

These transactions are consistent with Fortis’ strategy in the United States to build and manage a
select portfolio of specialty businesses that are leaders in their respective markets. Fortis continues
to study additional potential acquisitions to strengthen its position in specialty U.S. insurance
markets.

Because Fortis’ United States operations are focused in specialty areas it had limited direct exposure
to the events triggered by the terrorist attacks in the U.S. on September 11, 2001. The direct effect
on the United States operations from policies related to these events and a lower U.S. dollar/euro
exchange rate is limited to less than €20 million.

The following table shows the contribution of insurance in the United States to Fortis’ overall
insurance results and to Fortis’ results as a whole as of and for the year ended December 31, 2001.

Year Ended December 31, 2001

U.S. Insurance U.S. Insurance

u.S. Fortis as a % of as a % of

(€ millions, except percentages) Insurance  Insurance  Fortis Insurance Fortis Fortis
Operating result before taxation 300 1,667 18% 3,493 9%
Gross life premiums ............. 1,672 10,682 16% 10,682 16%
Gross non-life premiums......... 6,922 10,932 63% 10,932 63%
Assets ... ... 25,736 109,937 23% 482,970 5%

Products
Assurant Products

Assurant Group is an affinity group marketing company that uses its technology, processing and
marketing capabilities to leverage client relationships with their customers to distribute products
and services. It develops, underwrites and markets specialty insurance, membership and extended
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service programs through partnerships with financial institutions, retailers, manufactured housing
and automobile dealers, utilities and other entities that make loans or extend credit to their
customers. Through its member companies, Assurant Group provides insurance and protection
products to many customers that are normally underserviced by the insurance industry. Assurant
Group member companies serve clients throughout the United States and, to a lesser extent,
internationally in Argentina, Brazil, Canada, Denmark, Ireland, Puerto Rico and the United Kingdom.

The largest proportion of premium income for the Assurant Group in the property/casualty segment
is derived from credit unemployment insurance, which provides for the payment of the minimum
monthly loan payment for a specified duration while the insured is involuntarily out of work. Other
significant lines of business include credit property, mobile home physical damage, extended service
contracts on appliances, homeowners mortgage protection and livestock mortality. Activities of
Assurant’s life/health operations are concentrated in credit life and credit disability. The credit-
related business is written primarily on consumer loans, mortgages, and credit card balances, with
either single or monthly premium payment options.

The majority of Assurant’s contracts are written on a retrospective commission basis, which permits
Assurant to adjust commissions based on claims experience. Under this contingent commission
arrangement, compensation to producers is predicated upon losses incurred to premiums earned
after a specific net allowance to Assurant. Because a significant percentage of Assurant’s
institutional business partners have their own captive insurance companies, Assurant cedes a
substantial portion of its gross premiums to these insurance entities. In exchange for the
administrative, underwriting and management services that Assurant provides to these captives, it
receives a fee. This significant use of reinsurance is primarily a function of the contractual
compensation agreements with the distributors.

Assurant markets its products to residential and consumer borrowers and depositors of financial
institutions, mortgage banks, and credit card and consumer finance companies. Through direct
response marketing techniques Assurant has access to specific demographic and financial
information of potential policyholders and, therefore, in partnership with its clients, can tailor its
products to suit various market segments. Assurant’s products are also sold through equipment,
manufactured housing and travel trailer manufacturers, dealers and lenders principally at the time
of purchase. Retail stores such as department and specialty stores, appliance and electronics stores,
jewelry stores and automotive chains provide additional revenue at the point of sale as well as from
advertisements mailed with monthly statements.

Life Annuities and Asset Accumulation

As described under “—United States—Overview—Developments During 2001", Fortis sold FFG to The
Hartford. The transaction was completed in April 2001. Part of the purchase price for FFG is a
reinsurance commission, which will be gradually recognized in the results as FFG's existing portfolio
runs off. The existing portfolio is a result of FFG's development, marketing and distribution of a line
of individual life and investment products, including variable universal life, variable and fixed
annuities, and mutual funds. FFG focused on variable products which it customized and tailored to
meet specific needs of a limited number of targeted clients in the individual life and asset
accumulation market.

Group Non-Medical

Fortis Benefits Insurance Company is a leading provider of benefits solutions, including long- and
short-term disability, dental, term life and accidental death and dismemberment insurance designed
to maximize each employer’s investment in their employee benefits programs. The company also
offers voluntary (employee-paid) dental, disability and term life product solutions that are designed
to attract and retain quality employees.

Management believes that underwriting flexibility allows Fortis Benefits to develop tailor-made
benefit plans for groups of any size. Fortis Benefits is licensed in 49 states and the District of
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Columbia. As of May 2001, Fortis Benefits’ Long-Term Disability, Group Term Life, and Dental
products ranked among the top five in their respective markets based on master contracts in force.

Group disability, group life and group dental products represent approximately 42%, 29% and 27%,
respectively, of Fortis Benefits’ revenues. Fortis Benefits represented approximately 17% of Fortis,
Inc.’s total insurance premiums and other fee income in 2001.

Health

Fortis Health provides individual and small group medical insurance on an indemnity basis, with an
increasing emphasis on managed health. Fortis Health distributes its products primarily through five
channels: managing general agents, health regional sales directors; national accounts; Rogers
Benefits Group; and NorthStar Marketing.

Fortis Health’s individual medical products are major medical plans sold to individual customers who
do not have employment-based coverage. These plans are sold mainly through the managing
general agents and regional sales director channels and through marketing relationships with
companies like State Farm and USAA. Individual products are sold in approximately 39 states, most
of which are located in the midwest, southeast and southwest regions of the United States.

Fortis Health’s small group medical products are health plans sold to small businesses with two to 50
employees. These plans are sold mainly through the NorthStar Marketing channel, which was
acquired as a part of the John Alden acquisition, as well as through the Rogers Benefits Group,
managing general agent, and regional sales director channels. Small group products are sold in
approximately 39 states, most of which are located in the midwest, southeast and southwest regions
of the United States. Fortis Health's average group size in its small group segment is approximately
eight lives. Fortis Health represented approximately 34% of Fortis, Inc.’s total insurance premiums
and other fee income in 2001.

Preneed Insurance

Preneed describes a range of funding products available for death expenses. These products are
distributed primarily through funeral homes and sold mainly to consumers over the age of 65. Fortis
Family and American Memorial Life Insurance (AMLIC) provide pre-need funeral insurance services in
the United States and Canada. Following the acquisition of Pierce National Life Insurance Company
in 1998, Fortis Family ranked number three and AMLIC was ranked number two in its market based
on premium income for the year ended December 31, 2000. Fortis' Preneed companies represent
approximately 10% of Fortis, Inc.’s total insurance premiums and other fee income in 2001.

Fortis’ Preneed companies distribute its products through three primary channels: (1) independent
funeral homes; (2) general agents; and (3) funeral home chains and consolidation firms, which have
acquired large groups of funeral homes through acquisition. AMLIC will be the exclusive provider of
preneed insurance funding for Service Corporation International’s (SCI) funeral homes, under the
terms of the long-term marketing agreement between AMLIC and SCI.

Competition

Assurant Group has numerous smaller competitors in its product lines, but no other company spans
the breadth of its coverage of credit-related insurance products. The main group non-medical
competitor to Fortis Benefits is UNUM Provident Corporation, which is approximately three times as
large as Fortis Benefits in terms of premiums written. In the field of individual and small group
medical insurance, Fortis Health’s main competitors include Golden Rule Insurance Company and the
Blue Cross/Blue Shield plans in the states in which Fortis Health writes business. Fortis Family and
American Memorial Life Insurance Company’s primary competitor is Forethought Life Insurance
Company, which is approximately as large as the combined companies in terms of premiums written.
Other competitive factors in Fortis’ U.S. markets include the development of distribution networks
and investment performance.
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Rest of World (International)

Fortis has insurance operations in five countries outside the Benelux and the United States: Spain,
the United Kingdom, Singapore, Malaysia and China. The following table shows the contribution
from Fortis' operations in the Rest of World to Fortis' overall insurance results and to Fortis results
as a whole as of and for the year ended December 31, 2001.

Year Ended December 31, 2001
Rest of World

Insurance as a Rest of World
Rest of World Insurance'” Rest of World Fortis % of Fortis Insurance as a
(€ millions, except percentages) Insurance  Insurance Insurance Fortis % of Fortis
Operating result before
taxation ........... ... ..... 129 1,667 8% 3,493 4%
Gross life premiums .......... 1,404 10,682 13% 10,682 13%
Gross non-life premiums ... ... 1,020 10,932 9% 10,932 9%
Assets ...l 8,815 109,937 8% 482,970 2%

(1) Table includes results from Australia which was sold in July 2001. Fortis agreed to sell its operations in France in February 2002.

47% of total gross life and non-life insurance premiums for 2001 were attributable to Fortis’
operations in Spain, 29% to the United Kingdom, 21% to France, and 3% to its operations
elsewhere, including results from Australia which was sold in July 2001. In February 2002 Fortis
agreed to sell its operations in France.

Fortis’ strategy in the Rest of World is to achieve a substantial presence in a limited number of
countries, via organic growth through the reinforcement of existing activities, and selective
acquisitions. Fortis continually studies potential acquisitions. Adequate critical mass and profit
growth potential are of primary importance. Each company within Fortis International operates in
specific segments of the market in life and non-life where Fortis believes it can create a strong
market position.

Spain

Fortis has built up a strong position in the Spanish market with two operations, CAIFOR and Seguros
Bilbao. CAIFOR is a joint venture with Spain’s largest savings bank, “la Caixa’. CAIFOR has two
primary subsidiaries, SegurCaixa, a non life insurer which is 60% owned by Fortis, and VidaCaixa, a
life insurer which is 40% owned by Fortis, which sell their products mainly through the more than
4,000 la Caixa branch offices throughout Spain. CAIFOR was the leading life insurer in Spain in terms
like reserves, and was number two in terms of gross premiums written in 2001.

Seguros Bilbao, which is mainly active in the north and northwest of Spain, uses a network of tied
agents. The company sells life and non-life products, mainly to individuals and small businesses.

In October 2001, Segmos Bilbao acquired the Spanish insurance portfolio of Baloise (Espafia) Seguros
y Reaseguros S.A. by Bilbao Compafia Anonima de Seguros y Reaseguros S.A. (Seguros Bilbao). The
integration of Baloise was effective as of January 1, 2002.

Fortis faces strong competition in the non-life market.

France

France’'s Fortis Assurances, which until mid-1998 operated under the name Euralliance, sells
individual and group life products. Fortis Assurances distributes its products through three channels:
its own network of agents; independent intermediaries; and banks and financial institutions. With a
market share of less than 1%, the company could not aspire to a leading position on the French
insurance market. This led Fortis to agree, on February 11, 2002, to the transfer by Fortis of the
holding company, Fortis France, to Swiss Life. The transaction is expected to be completed during
the first half of 2002.
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United Kingdom

In the United Kingdom, Fortis operates through Fortis Insurance Ltd, which combined its Bishopsgate
Insurance and Insurance Advisory Services with Northern Star, a U.K.-based insurer active mainly in
the motor, household and other personal lines of insurance, acquired in May 1999.

Fortis Insurance Ltd concentrates mainly on selling motor vehicle, household and travel insurance.
Travel insurance is distributed through travel agents and brokers. With more than 1,100,000 motor
vehicles insured at December 31, 2001, the largest motor vehicle portfolio within Fortis, Fortis
Insurance Ltd has a strong position in the UK motor insurance market, where it distributes through
independent intermediaries. Fortis Insurance Ltd uses a ““one call claims system’ and a network of
nearly 100 contracted repair shops so that policyholders with damage claims are able to have such
claims processed quickly. Approximately 130,000 claims were settled in 2001 (excluding windscreen
claims), of which approximately 55% were handled through the one-call claims system. A large part
of the household portfolio is distributed through Insurance Advisory Service, a Fortis owned broker
providing services to affinity groups, mostly in the retirement market.

Australia

On June 14, 2001, Fortis agreed to sell its Australian general insurance subsidiary to the UK based
insurer CGNU in a cash transaction valued at approximately €205 million. This transaction, which
closed in July 2001, is consistent with Fortis’ strategy to focus on Europe, Asia and selected niche
markets in the United States.

Singapore

In Singapore, Fortis and Keppel Corporation Ltd. have established a joint venture, Keppel Insurance
Pte. Ltd, in which Fortis has a 40% share and Keppel Capital Holdings Limited and Kepfinance
Investment Pte. Ltd. hold 40% and 20%, respectively. The joint venture targets the local market
with life and non-life products. In order to take advantage of potential in Asia, Fortis opened a
representative office in Singapore early in 1998.

From Singapore Fortis tries to develop its insurance business in Asia.

Malaysia

In 2001 Fortis acquired a 30% stake in Mayban Fortis Holdings Berhad. This is a bancassurance joint
venture between Maybank and Fortis, where Fortis has a 30% equity interest in Maybank’s life
(Mayban Life Assurance Berhad) and non-life (Mayban General Assurance Berhad) insurance business
(Maybank is Malaysia’s largest financial services group). The primarily focus will be on life insurance.
The company is distributing its products substantially, but not exclusively, through Maybank'’s
network.

China

In 2001 Fortis acquired a 24.9% stake in Tai Ping Life. This is a life insurance joint venture in
mainland China. The other shareholders are China Insurance Company Limited (CIC) (25.05%), the
parent company of the China Insurance group—one of the four domestic state-owned insurance
groups—and China International Holdings Company Limited (ClIH) (50.05%) a listed Hong Kong
company which is controlled by CIC.

Tai Ping Life is a greenfield operation. Tai Ping Life was originally founded in the 1930s but has
been dormant in the domestic market since 1949. Business commenced in December 2001 and the
head office is located in Shanghai. Currently, Tai Ping Life is one of six life insurance companies in
China with a national insurance license.
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Banking

In its home market, the Benelux countries, Fortis’ banking operations occupy a leading position and
offer a broad range of financial services to individuals, companies and the public sector. Fortis
conducts its banking operations through Fortis Bank. Outside its home market, Fortis Bank
concentrates on selected market segments and is active in some 65 countries around the world. It
also offers specialist services worldwide such as private banking, asset management, investment
banking, information banking and financial markets. Fortis’ banking operations were ranked 18th in
Europe in terms of market capitalization as of December 31, 2001 and ranked 18th based on total
assets as at December 31, 2000.

Management of Banking Operations

Fortis has organized its banking operations by customer segment within the three businesses
described below.

e Network Banking: this business serves retail customers including individuals, professionals
and small enterprises, as well as medium-size and large enterprises.

e Merchant Banking: this business serves institutional and professional customers as well as
large enterprises.

* Private Banking and Asset Management: this business serves individuals, institutional
investors and institutions, including the insurance and banking businesses of Fortis.

Each of the businesses has been given large autonomy to develop their respective business and to
develop the strategy for those businesses. As part of the integration Fortis intends to streamline and
combine certain central support functions among all of Fortis’ banking operations. However, each of
the businesses will be permitted to establish certain support functions for their own business lines.
The support functions which will be centralized include information technology, finance and control,
risk management and legal and tax. The development of these processes has already begun and is
expected to be completed in 2003.

Customer Segments and Businesses

In the Benelux Fortis offers a diversified set of financial products and services to a wide range of
clients through a network of over 1,900 branches in Belgium, 230 branches in The Netherlands and
39 branches in Luxembourg, excluding the branches of Bank van de Post/Banque de la Poste and
CI-KN.

Within each of its businesses, Fortis offers through various distribution channels a full range of
financial services tailored to the specific needs of the targeted customer base. In each case Fortis
aims to deliver its products to the targeted segment in the most efficient way and at the lowest
cost.

Network Banking

Fortis Bank has retail operations mainly in the Benelux region as well as in France, Poland, and
Hong Kong that offer individuals, professionals and small enterprises a full range of financial
products and services along multiple distribution channels. In the Benelux region, Network Banking
aims to achieve its goals by integrating Fortis’ current know-how in the areas of investment
management, insurance and other financial products and to strengthen further its position in
bancassurance distribution. In certain of its other markets, Fortis Bank is following a similar strategy
while in others it is developing a niche strategy that targets wealthy private clients using a personal
banking approach. Fortis Bank is breaking down its customer base to identify the services customers
are using to support its customer-oriented, as opposed to product-oriented, approach. In targeting
its customer segments Fortis is taking different approaches ranging from offering standardized to
tailor-made products and services and has introduced programs to promote customer loyalty.
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In March 2000, the merger of several banks created a single Fortis Bank brand and has resulted in
cost and revenue synergies. Branches have been rebranded in The Netherlands, Belgium, France,
Poland and Hong Kong. The extensive network of retail branches of the pre-merged banks has also
been restructured. It is anticipated that approximately 600 retail outlets will be closed in Belgium by
the end of 2004 and a further 50 branches in The Netherlands by the end of 2003; however the
distribution channels, including Fortis’ branch network, telephone banking and e-banking facilities
will enable customers to initiate transactions and request information from any location at any time.
This strategy is also applied to and has synergies with medium-sized and large enterprises within
Network Banking.

Retail Customers

Network Banking’s retail division targets individuals, professionals and small enterprises. Retail
covers the individual (mass) market, including young people, adults, families and senior citizens,
personal banking customers and certain segments of the professional sector, including self employed
individuals and small enterprises (enterprises with less than €2.5 million in annual sales). Products
offered in this segment are generally simpler in scope, although designed to address the specific
needs of the customer base and provide value to the customer. See "—Retail Customers—Products".

Distribution is intended to provide broad market coverage through multiple channels, both bricks
(branches) and non-bricks (such as telephone, self and internet banking), with personalized
attention and dedicated advisors where needed. A higher level of personal and dedicated advice is
generally targeted at personal banking customers and the professional sector.

Products. Fortis provides a comprehensive range of retail banking products to this customer
segment. Products offered to individuals and professionals include consumer loans, mortgage loans,
funds transfer, electronic banking, personal financial services, credit and debit cards, savings and
other deposit accounts and insurance products. Products and services offered to small enterprise
customers include corporate loans, cash management, funds transfer and payment systems and
foreign exchange. Substantially all of the Individuals, Professionals and Small Enterprises business
line is included in the Benelux retail banking operations. The table below sets forth certain data
with respect to the Benelux retail banking operations of Fortis.

At December 31,

(€ millions) 2001 2000 1999
Mortgage loans . ... .. 39,044 38,907 32,715
Other retail loans. ... ... .. 20,527 21,906 20,798

Fortis complements its range of traditional deposit products with investment products, including
mutual funds (for example SICAVs) and investment-linked insurance products. Fortis is now one of
the largest providers of mutual funds in the Benelux based on assets under management. Fortis also
has a number of specialist subsidiaries through which it provides a wide range of retail products and
services in the Benelux. In The Netherlands these subsidiaries include the operator of a network of
exchange offices, a stockbroking and private banking services provider, a distributor of financial
products through intermediaries, the exclusive Visa credit card franchise in The Netherlands, a
provider of factoring services, a provider of real estate finance and a consumer credit company. In
Belgium, these subsidiaries include a consumer credit company a financial and operational lease
group and significant interests in companies providing credit cards such as Euro (Master) card, Visa
and American Express.

Fortis developed a number of new products and services in 2001. The New Personal Banking project,
which was launched in Belgium, consists of a new offering of tailored investment products. In The
Netherlands Fortis added to its range of banking services with the creation of ““Fortis Groenbank"’
(Green Bank), which offers ecologically responsible project finance and enables private investors to
put their money in low risk, fixed return and tax advantaged products. Other new products
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launched in The Netherlands include a ““guaranteed investment’” product, “euro loans" for people
living in border areas and a new type of continuous loan for retail customers.

Bancassurance

Fortis is the leading distributor of insurance in the Benelux through the bancassurance distribution
channel. Fortis distributes insurance products in Belgium through Fortis Bank’s network of over
1,900 branches. Fortis also has bancassurance distribution in The Netherlands through Fortis Bank
Nederland and in Luxembourg through Generalife. Fortis intends to integrate the bancassurance
activities of these banks as part of the integration of its banking operations. Although Fortis’
bancassurance activities are managed as part of Fortis’ banking activities, they are accounted for as
part of Fortis’ insurance segment.

In Belgium, Fortis Bank sells the insurance policies of its insurance subsidiary, FB Insurance. The
products sold through this channel are straightforward, standardized products, in some cases with
policies that are issued directly at the bank counter with a minimum of personal intervention by
staff. FB Insurance is the market leader in Belgium in the field of individual life insurance based on
gross premiums written at December 31, 2001.

Management sees significant opportunity for growth in its life business, particularly driven by the
demand for mortgages, pensions and savings, as well as its non-life business, particularly in
household insurance products, which are sold with new mortgages distributed through the
bancassurance channel. FB Insurance also offers a focused range of non-life insurance products for
individuals through computer-assisted selling, and also provides centralized claims handling
(“Teleclaims Call Center”). Its objective is for the Teleclaims Call Center to process 100% of fire and
motor claims; approximately 70% of claims are already handled through the Teleclaims Calls Center.
The Teleclaims Calls Center is expected to result in lower costs by reducing the time it takes to
process claims to approximately 48 hours through the use of a comprehensive support database.

Distribution

Management estimates that Fortis provides banking products and services to approximately one out
of three of Benelux households. This extensive market reach is achieved through a Benelux network
of approximately 2,200 branches (not including Banque de la Poste/Bank van de Post and CI-KN
branches) and complementary distribution channels such as electronic and telephone banking.
Although the traditional branch network remains the core of Fortis’ distribution channels, Fortis is
actively developing and implementing alternative distribution channels.

Branches. Fortis’ branch distribution channel encompasses approximately 2,300 branches worldwide
although it expects to close approximately 600 retail branches in Belgium by the end of 2004 and a
further 50 branches in The Netherlands by the end of 2003. In addition to the Benelux network,
Fortis’ banking business utilizes significant branch networks in France and Poland.

To serve its individual, professional and small enterprise customers in Belgium, Fortis Bank uses two
additional traditional networks of independent agencies, one focusing on bancassurance—that
markets products under the Fortis Bank brand and the other on assurfinance that markets products
under the CI-KN brand, a Belgian bank purchased by Fortis Bank in 1995.

Banque de la Poste. Banque de la Poste/Bank van de Post, a 50/50 joint venture with the Belgian
Post Office, offers a limited range of standard products such as current and savings accounts, credit
cards and personal loans, mainly to lower income retail customers. It distributes its products through
post offices located in each Belgian municipality (approximately 1,400 post offices in total), the third
largest distribution network (after Fortis and one other bank) in Belgium based on a number of
outlets.

Direct Banking. In addition to the branch network, Fortis continues to diversify and expand its
alternative distribution channels, and is one of the leaders in the Benelux in the field of direct
banking, which includes telephone, internet and electronic banking. Customers use the direct
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banking channel to transmit orders for financial transactions by telephone or to ask advice from a
call center.

Telephone and Electronic Banking. Several of Fortis’ banks offer telephone banking services. Fortis
also offers an extensive range of electronic banking products. These services provide customers with
the convenience of a 24 hour service. The multilingual internaxx.lu site, a joint venture between
Banque Générale du Luxembourg and TD Waterhouse, is an international direct brokerage service
that offers international investors information and real time access to major stock exchanges in
North America, the United Kingdom and Continental Europe and to mutual funds from a variety of
asset managers. In addition, Web Banking, Banque Générale du Luxembourg’s online banking
service, enables customers to carry out standard transactions over the Internet. Customers can call
up their latest account positions and statements, benefit from a secure e-mail service and value-
added financial information.

ATMs. Fortis is a leader in the Benelux in the ownership and operation of automatic teller
machines, or ATMs. In addition to providing Fortis’ customers with access to banking services, these
ATMs also provide a source of fee income, including through the use of the ATMs by customers of
other banks. Fortis’ customers also have access to ATMs owned or operated by third parties, further
increasing Fortis’ distribution capabilities.

Self-service Branches. In addition to Fortis’ branch and ATM networks, Fortis offers direct banking
services via an extensive Benelux network of self-service branches. These branches are not staffed,
but offer more services than traditional ATMs. In addition to ATM services, these services include
account information, bill payment and overdrafts. Fortis is a leader in the Benelux in the use of self-
service branches.

Medium-sized and Large Enterprises

Network Banking offers flexible solutions to medium-sized and large enterprises. This segment
targets medium-sized enterprises (enterprises with between €2.5 million and €250 million in annual
sales), large professional organizations, corporate customers (enterprises with greater than

€250 million in annual sales or complex financial services needs) and institutions and the public
sector (institutions and companies whose goals are linked to governmental or semi-public objectives
and multinational organizations).

Fortis offers a complete range of financial products and services to its medium-sized enterprises and
large professional customers, including flexible and personalized solutions. Corporate and
institutional customers and the public sector are provided with tailor-made products for specific
needs as well as international products such as cash management. See “—Medium-sized and Large
Enterprises—Products’”. Due to the specific needs of this customer base, products are distributed
through dedicated account managers providing personalized service to the medium-sized enterprises
and large professional organizations. These customers also have access to a wide array of
international services available through Fortis.

Fortis’ services for medium-sized enterprises are provided on a European-wide service approach.
Companies are supported by account managers who operate within a European network of 100
dedicated "Business Centres’’ located in the Benelux countries, France, the United Kingdom, Spain,
Portugal, Italy, Germany and Poland. Medium-sized enterprises throughout Europe are offered a
consistent package of financial services, facilitating their cross-border operations. One such service is
the Fortis Bank International Credit Facility, a flexible service for short- and long-term lending to
European groups. Fortis’ Business Centres in Hong Kong, Guangzhou and Taipei follow a similar
approach to support customers in the Far East. Corporate officers, operating from a global network
in more than 40 locations, support large enterprises.

Network Banking provides value-added services by focusing on selected sectors in which Fortis
specializes, including energy, commodities, chemicals, services, shipping, telecom and distribution.
Fortis’ Network Banking was named the best Commodity Bank in 2000 by Euromoney Trade Finance.
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Online banking facilities and related Internet resources are crucial to the Bank's quality of service.
Traditional financial products and services geared to the needs of today’s corporate management
are distributed to all enterprises through the Bank’s portal “’FortisBusiness.com’’. The Sales
Management System (SMS), which provides information on customers worldwide over the Internet,
is intended to enable the Bank’s account managers to provide customers with efficient,
comprehensive service.

Products. Fortis provides a wide range of financial products and services to its medium-sized and
large enterprise customers. With these customers, Fortis generally pursues a relationship banking
approach in order to obtain a thorough understanding of a client’s business. It then provides
financial solutions designed to meet the client’s needs.

Fortis’ principal products include:

* cash management products and services such as liquidity management (deposits), payment
and electronic banking services, consultancy services, advisory cash management instruments
and treasury management and support

¢ lending products, including general working capital financing, transactional financing
(including export and project financing), medium- and long-term financing (including hybrid
financing and loan syndication) and asset-backed financing (including leasing, factoring,
receivables financing and asset securitizations)

* risk management products such as treasury services and property insurance
¢ employee benefit products such as life insurance and employee savings plans.

Fortis’ corporate lending products include medium- and long-term loans in domestic and foreign
currencies, working capital financing, straight loans, discounted loans, documentary credits and
guarantees. Most of the Medium-Sized and Large Enterprises and Public Sector business line is
included in Fortis’ Benelux corporate loan portfolio.

The table below sets forth certain data with respect to Fortis’ Benelux corporate loan portfolio as at
the dates indicated.

At December 31,

(€ millions) 2001 2000 1999
Guaranteed corporate loans........... . ... ... ... 1,848 4,854 5,993
Other corporate loans ........... ... i 63,471 62,267 54,886

Besides offering its principal products, Fortis is active in international trade finance, particularly in
export finance for capital goods and the funding of investment projects abroad, and also in special
trade finance projects. It also acts as a financial intermediary for the European Commission. As such
it is able to support small and medium-sized enterprises in EU member states wishing to set up or
extend joint ventures either in Central or Eastern European countries or in Asia, Latin America or
the Mediterranean area. Fortis supports on a selective basis its European customers in their
international investment projects by acting as financial advisor or as part of funding consortia with
multilateral institutions. It also structures and arranges complex finance transactions, where it
focuses on acquisition, tax based, asset-backed and project financing.

Fortis offers international commodities trade financing services on a selective basis. From specialist
desks in Amsterdam, Brussels, Hong Kong, London and New York, it provides short-term
(transactional) and structured (pre- and post-export) financing to traders and manufacturers of bulk
products with liquid markets such as metals (steel and non-ferrous metals), coffee, sugar, cocoa,
cotton and oil.

Fortis also offers specialized services to the public sector and non-commercial customers where it
targets Belgian federal, regional and local authorities and public sector entities and district and
public welfare centers and cities.
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Specialist Product Lines

Leasing. Fortis Lease, a wholly owned subsidiary of Fortis Bank, is the largest leasing company in
Belgium and a leading provider of financial leasing services for capital goods. In November 2000,
Fortis Lease launched an interactive website, accessible worldwide.

On April 12, 2002 Fortis and ING Lease signed an agreement with respect to the sale of Fortis' car
leasing business in Belgium and The Netherlands, TOP Lease to ING Lease. The companies anticipate
closing the transaction in May 2002, subject to regulatory approvals. For Fortis, the sale of

TOP Lease marks a withdrawal from the operational car leasing market in the Benelux. This is
consistent with Fortis's strategy to focus on consolidation of its position in its home market,
developing solid growth platforms in Europe, the United States and Asia, and divesting non-core
activities.

On February 7, 2001, Fortis Lease France acquired the business of the French subsidiary of Lombard
North Central. Through this acquisition, Fortis Lease expects to extend the range of financial
products offered by Fortis Bank to companies in France. Fortis Bank customers in France will have
access, via its network, to experts in the field of leasing and equipment leasing at Fortis Lease.
Likewise, customers of Fortis Lease will have access to the entire range of products offered by Fortis
Bank in France and throughout the world. Fortis also provides leasing services combining different
bank credit products on a unified electronic platform to strengthen contacts with clients, improve
business with vendors and generate leads. Fortis Lease’s presence in France, Belgium, The
Netherlands and Poland and its agreements with partners in Spain and Italy mean it is increasingly
able to fulfill its customer needs at a European level; however, real estate projects are currently
restricted to Belgium and The Netherlands.

Factoring. During 2000 Fortis consolidated nine European factors to create Fortis Commercial
Finance, a new company in the Fortis Group. It was created through the merger of several Belgian,
Dutch, German, French and British factoring enterprises. Fortis Commercial Finance is the eighth
largest factor in Europe based on volume in 2000.

Management believes that this new consolidated structure offers several competitive advantages.
One advantage is that Fortis Commercial Finance can satisfy factoring needs internationally, i.e. the
export factor in one’s own country. Another advantage is the ability to offer customers across
national borders services from the Fortis Commercial Finance group operating consistently and with
common systems. Fortis believes that the internationalization of its factoring business offers added
value for Fortis’ clientele.

In addition to European integration, Fortis Commercial Finance is also expanding into credit
management, account receivables managements, and financing of commerce. Current developments
in e-business and new services areas within the Internet environment complement the
internationalization of Fortis Commercial Finance.

Merchant Banking

Fortis supports institutional and professional clients through its Merchant Banking business. Financial
Markets, Investment Banking, Private Equity and Information Banking services are provided under a
one-stop concept through the Merchant Banking business, offering quality and dedicated services
designed to meet the needs of customers for these interrelated concepts.

Fortis’ management believes its Financial Markets business line has a leading position in the Benelux
region and a strong position in Europe and that its Investment Banking business line also has a
strong position in the Benelux countries. Information Banking has grown into a prominent
international presence and is one of the top ten global custodians in the world based on cross-
border assets at December 31, 2001.

Fortis’ management believes that this combination of expertise has enabled the Merchant Banking
business to increase its responsiveness to and performance in highly competitive financial markets.
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Financial Markets

Financial Markets provides services to institutions and large and medium-sized enterprises. Its
customer-based activities are organized into specialized businesses operating in money markets,
fixed-income securities and derivatives. Services are provided through three front offices: trading,
sales and research.

Trading operations are concentrated in dealing rooms in Amsterdam, Brussels, London, Luxembourg,
Hong Kong, Singapore and New York, which enable Fortis to have a round-the-clock presence. Bond
trading is concentrated in the Brussels dealing room. The activities and management of risks are
centralized, with supervision provided by independent risk-managers in the Brussels dealing room. A
new trading system, ““Click and Deal"’, was introduced in 2000, giving customers direct access to the
trading room.

Financial Markets also acts as advisor and executor for Asset and Liability Management (ALM) for
Fortis. Financial Markets, together with Information Banking, also provides services to institutional
investors with a focus on risk-adjusted returns supplemented by research, advice and customized
solutions. It also operates as a market maker and clearing house in various cash and derivatives
markets and, in 2000, Fortis was one of the leading banks on the eurobond market.

Merchant Banking is currently participating in the development of a European benchmark credit
default model for unlisted companies. Fortis launched in 2001 a rating advisory desk to assist
corporate customers in negotiations with rating agencies and to enable these companies to attract
new sources of finance and expand the investment alternatives for institutional investors.

Investment Banking

Investment Banking serves institutional investors and large enterprises by handling all market
transactions in equity and equity related products. Investment Banking offers a broad range of
services in capital markets and other financial services, such as advice with initial public offerings,
support during mergers and take-overs, transactions involving unlisted shares or securities and
derivatives trading. This business has grown in Fortis' home market of the Benelux as Fortis has
grown and aspires to a leading position in all relevant European markets. To that end, Investment
Banking expanded its activities in Spain and France in 2000. Fortis coordinates market-sector
research capacity at the European level by using local expertise in Belgium, The Netherlands,
Luxembourg, France and Spain. To broaden its European research coverage, Investment Banking
established research teams in Germany and Italy in 2001. In 2000 Investment Banking launched the
project “Globe’” to enable simple and straight-through processing of all stock exchange transactions.

Corporate Finance and Capital Markets specializes in mergers and acquisitions, initial public
offerings and secondary offerings and structuring and financial advice on capital markets. Fortis
advises companies, public authorities and institutions on capital market transactions and was one of
the leading companies in the field of mergers and acquisitions in the Benelux in 2000 based on the
number of Benelux linked transactions.

Fortis manages securities offerings and was one of the first banks to become a member of the
Nasdaq Europe, where shares in high-growth companies are traded. Fortis also advises on financial
restructurings and management buy-outs and buy-ins, and raises venture capital for unlisted
companies. It also offers funding advisory services, securities offerings support and private
placement underwriting. Fortis is also actively expanding the range of financial services it offers
clients Fortis’ consultancy service for corporates covers not only mergers and acquisitions, but also
advice to family businesses and larger firms on growth potential and funding.

Private Equity

As a provider of private equity, Fortis endeavours to invest in promising unlisted companies and is
managing a significant investment portfolio.
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Fortis will primarily focus its private equity investments on the European market and will approach
the global market in three ways.

The first priority will be strengthen its captive fund vehicles in those countries where the proprietary
deal flow through the commercial network is important. These captive fund vehicles are fully
funded and controlled by the bank. On December 15, 2000, the reorganisation of the captive
activity in Belgium has lead to the creation of Fortis Private Equity, a merger of three different
captive fund vehicles. From 2002 onwards, the creation of new captive fund vehicles in other
countries will follow.

In other areas, Fortis Bank will tackle the market by active investments in independent private
equity funds. These are funds in which the Fortis Bank will take a significant stake and act as a
hands-on investor but where management teams, independent from Fortis Bank, will manage these
funds.

Purely financial investments in other top quartile private equity funds will further diversify the
global private-equity-portfolio.

Information Banking

In 1996, Fortis launched the concept of Information banking in the Netherlands. Significant
expenditures on Information systems resulted in the improvement of the group’s integrated
securities and derivatives clearing systems. Fortis Information Bank is now a major player in the
Benelux markets with a global reach. Information Banking provides an integrated approach to its
services of transaction processing, safe custody, risk management and asset financing supported by
state-of-the art information technology.

As a global custodian, Information Banking processes and manages international securities
transactions and portfolios. In addition, transactions in international derivatives are cleared and
financed. The assets of Custody and Fund Administration (asset gathering on and offshore) are
combined from a business perspective with the activities of Securities Borrowing & Lending and
Arbitrage, Derivatives Clearing and Prime Banking to utilize the assets to their fullest. This strategy
also creates financing facilities for Broker Dealers, Proprietary traders and Unit and Hedge Funds in
On and Offshore locations.

In delivering these services, Information Banking targets professional players operating globally in
financial markets including institutional investors, insurers, plan sponsors, asset- and fund managers
and brokers/marketmakers/proprietary traders with international investment portfolios.

Information Banking provides global custody management and as of December 31, 2001 served as
custodian for approximately €400 billion in assets, focusing on medium-sized institutions in Europe
who require tailor-made service. In 2001, Information Banking received several awards for its
custody and offshore services. The Information Banking business also acts as a depository for Fortis
group assets. Information Banking is linked to various trading, clearing and settlement systems and
to the main financial markets through information systems that are based on a unique integrated
platform and the communication and delivery systems are in the process of being web-enabled.

Financial Institutions and Banks. Fortis Bank has relationships with some 2,500 banks and financial
institutions around the world and is one of the largest euroclearing banks. Fortis’ Financial
Institutions and Banks business line offers interbank credit facilities and supplies, together with its
other business lines, services such as custody, clearing, asset management and logistical support. This
business line is also responsible for monitoring sovereign risks, maintaining a network of
correspondent banks, managing commercial relations and credit lines for Financial Markets and
other business units and seeking out opportunities for other parts of Fortis Bank.

Fortis furnishes a broad range of accounting and management services to investment funds, with an
emphasis on special offshore funds focusing on the wholesale market. In the case of securities and
financing and lending activities, Fortis is one of the leading players in Europe.
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Private Banking and Asset Management

Private Banking and Asset Management are managed as separate businesses by their own
management teams reporting to a single member of the Fortis Executive Committee responsible for
both Private Banking and Asset Management.

The ambition of Private Banking is to become an important player in the Benelux and build a
material presence in selected European markets such as France and Spain while opportunistically
looking at other opportunities such as Northern Italy and Portugal. Private Banking will target High
Net Worth Individuals (€1-5 million) and Super High Net Worth Individuals (€5-100 million) with a
premium brand, a full range of investment products and structuring capabilities relying on seamless
delivery capabilities. Private Banking will focus its presence on offshore markets including
Luxembourg, Switzerland, Guernsey and Curacao in strict compliance with the applicable local and
international legislation and standards. Products for high net worth individuals require a significant
amount of personal advice and service and are offered through dedicated global relationship
managers. Private Banking clients also benefit from Fortis’ global presence and broad product
offerings, including trust services.

Asset Management activities are carried out through Fortis Investment Management (Fortis IM), a
100% owned subsidiary, which is organized on a global business line basis and is managed through
a Board of Directors with a six member Executive Committee. Fortis IM manages mutual funds for
retail distributors, mandates for institutional investors and a portion of the insurance assets of
Fortis.

Private Banking

MeesPierson is the brand name for Fortis’ private banking activities. It is a market leader in the
Benelux region and Fortis’ management believes it is well positioned to grow in Europe. It has
optimized its services, focusing on high net worth individuals, foundations and multi-national
companies. In addition to private asset management, MeesPierson provides financial structuring
services and personal advice to its clients in most of the world’s financial centers. MeesPierson has
been successful at identifying and expanding the number of its potential Private Banking clients
through Fortis’ Network Banking services. MeesPierson has a leading position in the market for
corporate trust services, with multinational structures and finance transactions. MeesPierson
continuously increases the scope of its services utilizing its Global Private Wealth Management
concept to fine-tune clients’ portfolios and preferences.

MeesPierson is among the top ten in Europe in the field of private banking, with assets under
management of approximately €60 billion as of December 31, 2001. MeesPierson expects the total
volume of private capital in Europe to grow, along with demand for dedicated services and personal
advice. MeesPierson intends to intensify its cooperation with other Fortis businesses, especially in
The Netherlands, Belgium and Spain, to reach new private customers. Informal networks or affinity
groups, which match investors to new business initiatives, have been established to meet the
increasing demand for private investment.

In 2001, Private Banking launched new alternative investment products and hedge funds to build on
its Benelux leadership position. Outside the Benelux countries, MeesPierson continued to grow in
France, Switzerland, Hong Kong, Guernsey, the Bahamas and Spain. MeesPierson launched
MeesPierson Fortis Patrimoine in the French market, while Béta Capital MeesPierson strengthened its
position in Spain, which is among Europe’s fastest growing private banking markets.

Following the full integration of Banque Générale du Luxembourg (BGL), all private banking and
trust activities were integrated into the Fortis business line structure. In addition, Fortis Private
Banking focused on activities in markets in which it has a substantial presence, resulting in the
closure of a number of offices in 2001 in Germany, Italy, Denmark and Austria, and the integration
of MeesPierson’s activities with those of Banque Générale du Luxembourg (BGL) in Switzerland and
Luxembourg.
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In 2002 MeesPierson will continue to expand its services and service concepts with the goal of
increasing overall management of the assets and liabilities of clients.

Asset Management

Fortis IM is an internationally organized fund management group — managing mutual funds for
retail distributors and mandates for institutional investors.

Fortis IM ranks among the top 10 asset managers in Europe, operating from offices in Brussels,
Utrecht, Paris, Boston and Hong Kong. In November 2000 Chinese authorities granted Fortis a
license to open a representative office in Shanghai. This was the first license of its kind granted to a
European financial institution. Fortis IM opened a representative office in Shanghai in March 2001
and in November formed a strategic alliance with Haitong Securities, one of China’s leading
brokerages. The purpose of the alliance is to set up a joint venture to distribute investment funds
when China creates the necessary legal framework.

Total volume of Fortis IM’s assets under management in 2001 were €84.6 billion, a decrease from
€90.8 billion in 2000 and up from €76.0 billion at the end of 1999. Fortis IM manages approximately
€51 billion (2000: €56 billion) in investment funds and approximately €34 billion (2000: €34 billion)
for institutional clients.

Investment Philosophy. Fortis IM is an active manager who believes that fundamental analysis,
utilizing proprietary research and quantitative tools, is the best approach to secure consistent, long-
term excess returns.

Research—the Fortis IM investment process is research-based and consists of three phases:

* Research—decision preparation through top-down macroeconomic research as well as
bottom-up equity/bond research;

* Portfolio Construction—decision making through active management of model portfolios,
which are customized along client specific requirements; and

e Risk Assessment and Performance Reporting.

Product Range. Fortis IM continues to extend and develop its range of products to meet growing
client needs and to take advantage of market developments. New segments were added to its
range of funds, allowing customers to diversify their exposure and to customize the risk profiles of
their investments further. The introduction of the Euro, coupled with the merger between the
French, Belgian and Dutch stock exchanges into Euronext, represent a major development towards a
single European investment market which is expected to increase demand for sector-related funds.
In order to take advantage of this trend, Fortis IM has developed a broad range of sector funds to
complement its existing comprehensive range of fixed income, equity, balanced and other funds.

Distribution and Client Service. Fortis IM provides its services to customers by organizing its
distribution and client servicing by customer segment and by geographic location within customer
segments. In Europe, mutual funds are distributed in Fortis’ major markets of the Benelux and
France using Fortis Bank and insurance distribution channels as well as third parties. Fortis IM is
developing distribution agreements with third parties in other European countries, primarily for
distribution of the flagship, Fortis L Fund. Fortis IM Asia, in Hong Kong, has recently begun to
distribute certain compartments of the Fortis L Fund in Hong Kong via Fortis Bank and third party
distributors.

On the institutional side, Fortis IM adopts a direct approach using locally based teams to market
services which can be managed via discretionary mandates or other suitable vehicles. Client servicing
is also local to ensure close contact with the clients. Fortis IM’s major markets for institutional clients
are the U.S., through Harbor Capital Management, France, The Netherlands and Belgium.
Institutional clients are made up from, among others, corporate pension plans, endowments,
foundations and public funds.
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Geographic Markets
Benelux

Fortis believes that it is one of the three largest banks in the Benelux in terms of assets at
December 31, 2001. The following table shows the contribution of banking in the Benelux to Fortis’
overall banking results and to Fortis’ results as a whole as of and for the year ended December 31,
2001.

Year Ended December 31, 2001

Benelux

Banking as a Benelux

Benelux Fortis % of Fortis Banking as a

(€ millions, except percentages) Banking Banking Banking Fortis % of Fortis
Net interest income.............. 3,692 4,404 84% 6,850 54%
Net commission income .......... 1,420 1,978 72% 1,978 72%
Result before taxation ........... 1,512 1,998 76% 3,493 43%
Assets......... ... 329,270 377,994 87% 482,970 68%

Belgium Overview

Fortis’ banking operations include the predecessor banks Generale Bank and ASLK-CGER Bank,
Belgium’s largest and fifth largest banks, respectively, measured by total assets as of December 31,
1998, which were merged in June 1999 to form Fortis Bank. Since March 2000 the merged banks
have been operating under the Fortis Bank brand name. The following table shows certain
information regarding Fortis’ Belgian banking operations at and for the year ended December 31,
2001.

Year Ended December 31, 2001

Belgium

Banking as a

Belgium Fortis % of Fortis

(€ millions, except percentages) Banking Banking Banking
Net interest income ... ... ... ... ... 2,231 4,404 51%
Net commission income ......... ... . ... ... i 580 1,978 29%
Result before taxation .......... ... ... .. ... .. ... .. ... .. ..., 798 1,998 40%
ASSetS 223,613 377,994 59%

Netherlands Overview

Fortis’ Dutch operations include the predecessor banks MeesPierson, VSB Bank NV and Generale
Bank Nederland. Fortis Bank Nederland’s operations are made up mainly of the retail operations of
Fortis Bank Nederland and the corporate and investment banking services and private and
information banking operations of MeesPierson. Generale Bank Nederland was merged with VSB
Bank NV on June 23, 1999 and renamed Fortis Bank (Nederland) N.V. As part of the restructuring of
Fortis' banking operations, Fortis Bank Nederland’s name was changed to Fortis Bank Nederland
(Holding) N.V. on June 23, 1999. Generale Bank Nederland, which was acquired by the Generale
Bank Group in 1995, is a Dutch bank offering a wide range of banking products to specific customer
segments through various distribution channels. It targets medium-sized firms, large corporates and
wealthy private customers.
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The following table shows certain information regarding certain of Fortis’ Dutch banking operations
at and for the year ended December 31, 2001.

Year Ended December 31, 2001

Netherlands
Banking as a

Netherlands Fortis % of Fortis
(€ millions, except percentages) Banking Banking Banking
Net interest income . ......... ... .. .. . ... 1,137 4,404 26%
Net commission income .......... .. .. ... .. .. .. ... 569 1,978 29%
Result before taxation .......... ... ... ... ... ... ... ...... 273 1,998 14%
ASSelS . L 66,892 377,944 18%

Luxembourg Overview

Fortis operates in Luxembourg principally through Banque Générale du Luxembourg (BGL). Fortis
increased its stake in Banque Générale du Luxembourg from 53.0% to more than 97.7% in 2000.
Banque Générale du Luxembourg is the largest retail bank in Luxembourg with a nationwide
network of 39 branches.

Beginning in August 2000 Fortis began integrating Fortis Bank Luxembourg with BGL. As part of this
process BGL acquired the retail network of Fortis Bank Luxembourg. Fortis Bank Luxembourg
merged with BGL in 2001.

BGL is Luxembourg’s main commercial bank and, via its subsidiary Eurolease Factor, is the market
leader in leasing and factoring. Banque Générale du Luxembourg also has a significant private
banking business. These services are available in Luxembourg and Switzerland and through the
Bank’s international trust network.

Fortis provides electronic banking (e-banking) services in Luxembourg through Banque Générale du
Luxembourg. Fortis was the first Luxembourg financial institution to offer secure banking services
over the internet. BGL also provides trust services in Luxembourg previously provided by
MeesPierson.

The following table shows certain information regarding Fortis’ Luxembourg operations at and for
the year ended December 31, 2001.

Year Ended December 31, 2001

Luxembourg

Banking as a

Luxembourg Fortis % of Fortis

(€ millions, except percentages) Banking Banking Banking
Net interest income ....... ... ... ... . ... .. .. ... . ... 325 4,404 7%
Net commission income............. ... ... ... .. . ..., 271 1,978 14%
Result before taxation ............ ... ... ... ... ... ... ... 441 1,998 22%
ASSETS 38,765 377,994 10%

Rest of World

Fortis has banking operations outside the Benelux in Europe, Asia and Africa in the form of
branches, subsidiaries or subsidiary branches. Fortis’ European banking operations outside the
Benelux are principally in France, Switzerland, Germany, the United Kingdom, Spain and Poland.
Fortis operates in South and East Asia in Hong Kong and several neighboring countries and in over
15 African countries. In other countries, Fortis has a presence through representative offices. Fortis’
current operations focus on services to the small and medium-sized enterprise market, high net
worth individuals, private banking and assistance to customers who are expanding their
international trade and investment.
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The following table shows certain information regarding Fortis’ banking operations in the Rest of
World at and for the year ended December 31, 2001.

Year Ended December 31, 2001

Rest of World
Banking as a

Rest of World Fortis % of Fortis
(€ millions, except percentages) Banking Banking Banking
Net interest income ....... ... ... . .. . .. .. .. .. ... 711 4,404 16%
Net commission income............ .. ... .. .. ... ....... 558 1,978 28%
Result before taxation .......... ... ... ... ... ... ...... 486 1,998 24%
ASSElS .. 48,728 377,994 13%

France

Fortis operates in France through Fortis Banque France, which has a network of 92 branches, mainly
in the Paris region, and has a strong presence through its Business Centers (which are commercial
entities with a focus on medium-sized enterprises) in the main economic regions of France. In
cooperation with its regional subsidiaries and the leasing and factoring entities, Fortis Banque
France focuses on small and medium-sized enterprises and high net worth individuals.

Germany

Fortis operates in Germany, principally in North Rhine Westphalia, the region in which trade
between Germany and the Benelux countries is concentrated. It operates through two branches, a
main one in Cologne and another in Aachen, both of which focus on medium-sized enterprises. It is
also active in stocklending in Germany, with a branch in Frankfurt.

United Kingdom

Fortis operates in the United Kingdom principally through the merged branches of Generale Bank
and MeesPierson. With 11 Business Centers in the main economic regions, it concentrates on the
small and medium-sized enterprise market, offering services, including tailor-made packages, for
cash management, loans, payment facilities and international trade finance. Fortis’ presence in the
UK market for medium-sized companies was boosted in 1997 by the acquisition of the corporate
banking activities of Hambros Bank Ltd. Fortis’ UK operations also target high net worth individuals.

Poland

In 1997, Generale Bank acquired a 9.7% stake in Fortis Bank Polska (formerly PPA Bank), a medium-
sized commercial bank in Poland with a nationwide network of approximately 20 branches
(including four business centers) focused on the small and medium-sized enterprise sector. In 1999,
Fortis Bank increased its interest in Fortis Bank Polska to 98.6%. In October 1999, Fortis Bank
launched a public offer for the remaining Fortis Bank Polska shares increasing its stake to a 99.7%
stake in Fortis Bank Polska.

Switzerland

In Switzerland Fortis offers private banking services through its subsidiary Banque MeesPierson

BGL SA, which is the result of the merger between Generale Bank’s Compagnie de Gestion et de
Banque Gonet SA and MeesPierson (Schweiz) AG in 1999 to form Banque MeesPierson Gonet SA. In
2001 the bank merged with Banque Générale du Luxembourg (Suisse) SA. Banque MeesPierson BGL
SA focuses entirely on private banking services, specifically asset management and trust services for
private individuals. The bank is headquartered in Nyon and has branches in Geneva, Zurich, Zug and
Lugano. It operates trust offices in Zug, Nyon and in Vaduz, Liechtenstein.
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Spain

In May 2000, Fortis’ subsidiary MeesPierson acquired the remaining 70% of Beta Capital that it did
not already own, now called Beta Capital MeesPierson. Beta Capital MeesPierson, whose head office
is in Madrid, is primarily engaged in private banking and brokerage in the Spanish market. Beta
Capital has 12 branches in Spain. Fortis also has commercial banking activities in Spain for medium-
sized and large companies and has Business Centers in Madrid, Barcelona, Valencia and Bilbao.

Portugal

Fortis Bank offers a range of banking services to Portuguese medium-sized companies, through its
Business Centers in Lisbon and Porto.

Italy

Fortis’ three Business Centers in Milan, Padova and Bologna are part of the integrated network of
100 Business Centers in and outside Europe. As a result of this network, Fortis has developed cross
border financial services combining the strengths of an international bank and delivered with local
expertise. The network has the support of local specialists including export and project finance, cash
management and factoring. Financial Markets and Investment Banking businesses are also present
in Italy.

Asia

Fortis offers services to a wide range of individual and corporate customers and, in particular, to
local small and medium-sized enterprises involved in the import and export business. Fortis Bank has
a network of 28 branches and 5 Business Centers in Hong Kong, as well as Business Centers in
Shanghai, Guangzhou and Taipei. In addition to this branch network, Fortis Bank has foreign
branches in Singapore and Bangkok and representative offices in Ho Chi Minh City, Manila, Teheran,
Mumbai, Jakarta, Beijing, Seoul and Sydney. In addition, Fortis, through separate subsidiaries, offers
specialized services, such as clearing and stock lending.

Fortis IM established a strategic alliance with Haitong Securities, one of China’s leading brokerages,
in November 2001. The agreement grants access for distribution of investment funds over the whole
of China, rather than a limited number of cities.

Africa

Fortis operates in Africa through Banque Belgolaise, a wholly-owned subsidiary since the fall of
2000. Banque Belgolaise, a bank with extensive expertise in Africa, increased its African presence in
1995 and 1996, taking minority stakes in local banks which occupy leading positions in countries
such as The Central African Republic, Ghana, The Ivory Coast, Kenya, Mauritania, Niger, Nigeria,
South Africa, Tanzania and Uganda. The African banking operations primarily concentrate on trade,
finance and banking services for high net worth individuals. Banque Belgolaise has a branch in
London serving customers from English-speaking countries. In 1997 it opened a branch in Paris for
customers in French-speaking African countries other than the former Belgian colonies, which
Banque Belgolaise continues to serve from Brussels.

In late 1997, following a period of declining profitability resulting primarily from political and
economic instability in sub Saharan Africa, Banque Belgolaise revised its corporate strategy. It
diversified geographically, while continuing to target all customer segments and concentrated on
the most profitable lines of business—trade finance, corporate banking and private banking.

The Americas

In addition, Fortis IM has an asset management business based in Boston, Harbor Capital
Management, and Fortis provides other financial services through offices in New York, Chicago and
Stamford, Connecticut. Fortis Bank has representative offices in Santiago, Sao Paolo and Mexico City
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and Fortis Bank has subsidiaries in Curacao, the Bahamas and the Cayman Islands for private and
information banking.

Information Technology

Fortis believes that the use of information technology has become an increasingly important factor
in maintaining and enhancing its market positions and cost-effectively servicing a wide customer
base through multiple distribution channels. In recent years, Fortis has been providing access to its
products through the internet and other electronic means and will continue to encourage its clients
(particularly in the retail market) to access simple banking services and products electronically,
rather than at a branch. Fortis is making significant investments in upgrading and enhancing its
information systems to achieve this goal. Fortis has developed and is continuing to develop its use
of information technology, including increasing operational efficiency (e.g., utilizing information
systems to improve communications with independent intermediaries, to approve insurance
applications and to reduce paperwork). Management believes that enhanced information
technology systems will reduce the costs of distribution of its various products and enable it to
provide better service to its retail and small and medium-sized enterprise clients. In addition, Fortis
is utilizing its information technology to develop enhanced risk management tools, to improve
global communications and to support cross-selling opportunities.

Online banking facilities and related Internet resources are crucial to Fortis’ quality of service.
Traditional financial products and services geared to the needs of today’s corporate management
are distributed to all enterprises through Fortis’ portal “FortisBusiness.com”.

General
Legal Proceedings

Management believes that there are currently no legal or governmental proceedings pending or
threatened to which Fortis N.V., Fortis SA/NV or any of the Fortis operating companies is a party or
to which any of its properties or the properties of any of the Fortis operating companies is subject,
other than proceedings that would not have a material adverse effect on the financial position of
Fortis N.V., Fortis SA/NV or of Fortis taken as a whole.

Employees

At December 31, 2001, Fortis had more than 66,000 employees worldwide. Management believes
that its relationship with its employees is good.

Set out below is an overview of the average number of Fortis employees (in full time equivalents),
categorized by Fortis’ main business activities.

Insurance Banking
United United
Benelux States Other Benelux States Other General Total
1999. ... ... ... .. 7,467 9,622 3,108 35,337 117 5,328 130 61,109
2000. ... 7,488 10,070 3,300 35,170 182 6,518 154 62,881
2001 ... ... . 9,654 10,686 2,897 35,468 273 7,050 182 66,210

Properties

In The Netherlands, Fortis owns most of the land and buildings which are used in the normal course
of its business, including headquarters space in Utrecht. Fortis rents approximately 60% of the bank
branches in The Netherlands and owns the remaining 40%. In Belgium, Fortis owns substantially all
of the land and buildings which are used in the normal course of its business, including
headquarters space in Brussels and bank branches. Management believes that Fortis’ facilities are
adequate for its present needs in all material respects.
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Supervision and Regulation
General

The banking, asset management, insurance and broker dealer businesses of Fortis are subject to
detailed, comprehensive regulation in all the jurisdictions in which Fortis does business. In addition,
certain European Community directives discussed more fully below have had and will have a
significant impact on the regulation of each of these businesses in the European Union when such
directives are implemented through legislation adopted within each member state, including The
Netherlands and Belgium.

Supervision of Fortis as a Mixed Financial Group

As a bi-national, integrated financial services provider, Fortis is subject to different forms of internal
and external supervision.

Fortis’ banking activities and investment services are under the consolidated supervision of the
Belgian Commissie voor het Bank-en Financiewezen/Commission bancaire et financiere (CBF).
However, these activities are organised in cross-border business lines, whereby the commercial core
is in Belgium, The Netherlands or Luxembourg, depending on the business line. To ensure proper
supervision of these activities, the relevant regulators (CBF in Belgium, De Nederlandsche Bank
(DNB) in The Netherlands, and the Commission de Surveillance du Secteur Financier (CSSF) in
Luxembourg) signed a Memorandum of Understanding on March 29, 2001.

Fortis’ insurance businesses are not cross-border and are therefore subject to the supervision of the
respective national insurance supervisors. Supplementary supervision of the insurance companies
within the Benelux is exercised jointly by the Pensioen-en Verzekeringskamer (PVK) in The
Netherlands and the Controledienst voor de Verzekeringen/Office de Contréle des Assurances
(CDV/OCA) in Belgium.

The four supervisors (CBF, CDV/OCA, DNB, and PVK) are of the opinion that the integration of the
activities within a financial services company (or a financial conglomerate) gives rise to specific risks
which require the separate banking and insurance supervision to be supplemented with
comprehensive supervision at group level. As a result they concluded on February 28, 2002 a new
Protocol (entitled ““Framework for the exercise of the supplementary supervision of the Fortis
Group'’) with a view to ensuring adequate supervision of the Fortis Group. This Protocol replaces an
Agreement concluded between the supervisors in 1996. That Agreement had to be reviewed as a
result of the changes in the management structures of the Fortis Group and the international
developments in the supervision of financial services companies.

The new Protocol aims at supplementing the separate supervision of the banking and insurance
business of the Fortis Group and comprises two parts.

First of all, the Protocol discusses the key prudential issues which, according to the supervisors, must
be addressed to enable supervision of the Group as a whole to be exercised adequately. These issues
include supervision of:

e the Group’s shareholding structure;

* the persons carrying out management functions within the holding companies;
e the Group’s organizational structure;

* its capital adequacy;

* intra-group transactions;

* risk concentration; and

e provisions on the access to and verification of information.
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Fortis Group is required to report on several of those issues to the supervisors. Fortis has been
informed of these key issues and has agreed to respect the commitments expected pursuant to the
Protocol. The supervisory framework laid down in the new Protocol has been established in
accordance with the principles underlying the proposal for a Directive of the European businesses
on the supervision of financial conglomerates.

Secondly, the Protocol highlights the arrangements made between the supervisors for the
organization of the supervision (i.e. the consultation between the supervisors and the role of the
co-ordinator). Supplementary supervision is exercised jointly by the four supervisors. The Supervisors
agreed to appoint the CBF as co-ordinator within the framework of the supplementary supervision.
The co-ordinator acts as the central liaison for the Fortis Group.

Banking

Fortis’ banking activities and investment services are under the consolidated supervision of the CBF.
However, these activities are organized in cross-border business lines, whereby the commercial core
is in Belgium, The Netherlands or Luxembourg, depending on the business line.

To ensure proper supervision of these activities, the relevant regulators (CBF in Belgium, De
Nederlandsche Bank (DNB) in The Netherlands, and the Commission de Surveillance du Secteur
Financier (CSSF) in Luxembourg) signed a Memorandum of Understanding on March 29, 2001.

Regulation of Fortis’ Banking Activities in The Netherlands
General

In The Netherlands, the banking activities of Fortis are subject to extensive regulations by the Dutch
banking supervisor (DNB) and the Minister of Finance of The Netherlands.

The banking regulatory system in The Netherlands is a comprehensive system based on the Act on
the Supervision of the Credit System 1992 (the "ASCS 1992") (Wet toezicht kredietwezen 1992). This
Act came into force on January 1, 1993 and, among other things, implemented the EC Second
Banking Co-ordination Directive.

Fortis Bank Nederland (Holding) N.V. qualifies as a “credit institution’ under the terms of this Act.
Certain provisions of the Act, summarized below, may restrict their ability to make capital
contributions or loans to their subsidiaries, and to make dividends and distributions to Fortis.

Supervision of Credit Institutions

In general, DNB is charged with the supervision of credit institutions in The Netherlands. No
enterprise or institution can carry on the business of a credit institution in The Netherlands unless it
has obtained prior authorization from DNB. The supervision activities of DNB under the ASCS 1992
focus on monetary supervision and supervision of solvency, liquidity and administrative organization.
In addition, the ASCS 1992 contains provisions regarding the structure of credit institutions. DNB is
authorized to issue directives in each of these areas of supervision.

Solvency Supervision

The solvency guidelines of DNB, in accordance with the relevant EC directives and the
internationally agreed guidelines known as the Basle Agreement, require that Fortis Bank Nederland
(Holding) N.V. maintain a minimum level of total capital to support the risk-weighted total value of
balance sheet assets and off-balance sheet items. The required minimum is 8%. This ratio is referred
to as the total capital ratio in Fortis reports.

Total capital consists of core capital (also referred to as Tier 1 capital) and secondary capital (also
referred to as Tier 2 capital). Since January 1, 1996, Fortis Bank Nederland (Holding) N.V. has been
permitted to maintain a new form of regulatory capital, Tier 3 capital, to support the market risk of
financial instruments in its trading book and the foreign exchange risk of its business activities.
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Core, or Tier 1 capital, consists of:
e shareholders’ equity (minus revaluation reserves)
e the fund for general banking risks and minority interests
* minus intangible assets.
Secondary or Tier 2 capital consists of:
e revaluation reserves
e cumulative preference shares
e perpetual subordinated debt
¢ long-term subordinated loans with a minimum original maturity of at least five years.

Tier 2 capital is subdivided into upper Tier 2 capital (revaluation reserves perpetual subordinated
debt and part of the cumulative preference shares) and lower Tier 2 capital (long-term subordinated
loans and part of the cumulative preference shares).

Tier 3 capital consists of short-term subordinated loans that:
e have a minimum original maturity of at least two years

e are not subject to redemption prior to maturity without the consent of DNB (other than
in the event of a winding-up of the bank)

* are subject to a provision which provides that neither interest nor principal may be paid
if, prior to or as a result of such payment, the bank’s capital adequacy ratio would be less
than the required minimum.

The aggregate of Tier 2 and Tier 3 capital included in total capital may not exceed the amount of
Tier 1 capital. Lower Tier 2 capital may not exceed 50% of the amount of Tier 1 capital. In addition,
Tier 3 capital that is only allocated to support market risks may not exceed 250% of the amount of
Tier 1 capital that is allocated to support market risks. Intangible assets deducted from Tier 1 and
interests of more than 10% in non-combined banking and financial subsidiaries must be deducted
from total capital. When various interests of less than 10% in non-combined banking and financial
subsidiaries in the aggregate exceed 10% of the bank’s Tier 1 and Tier 2 capital, this excess must be
deducted from the sum of Tier 1 and Tier 2 capital.

The risk weighting of assets and off-balance sheet items consists of debtor’s risks and market risks.
The risk weighting of assets considers the debtor’s risks, which depend on the debtor’s classification,
whether or not security is provided and the country of origin of the debtor. Interests of 10% or less
in non-combined banking and financial subsidiaries has to be added here if the cumulated interests
do not exceed 10% of Tier 1 and Tier 2. The market risk on trade portfolios in securities, bonds,
derivatives and foreign currency is derived from a calculation of general market risk and specific
market risk. Off-balance sheet items include guarantees, documentary credits, certain interest- and
currency-related contracts, unused portions of committed credit facilities with an original maturity
of over one year, note issuance facilities and revolving underwriting facilities. The solvency rules are
applied on a combined basis to the worldwide assets of Dutch credit institutions.

Exposure Supervision

As part of its solvency directives, DNB has issued specific rules with respect to large exposures to a
single borrower or group of interconnected borrowers or in relation to certain other businesses that
involve a concentration of risk. These large exposure rules implement the EC Large Exposures
Directive. Large exposures generally include all assets and off-balance sheet items of a credit
institution with respect to a single borrower or a group of closely related borrowers which exceed
10% of such credit institution’s own funds. Large exposures must be reported once every quarter to
DNB. There is a limit of 25% of own funds for large exposures, while the aggregate amount of all
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large exposures of a credit institution (including related entities) may not exceed 800% of its own
funds.

These limits are expressed as a percentage of total capital and are as follows:

e exposures to The Netherlands central government, The Netherlands local governments
and other central governments of OECD countries have no limit

e exposures to other local governments of OECD countries are weighted at 50%

e exposures to banks with a remaining maturity of up to or less than one year or more
than one year are weighted at 20% and 50%, respectively

* exposures to others are weighted at 100%.

Participations in insurance companies are exempt up to a level of 40% of total capital of the credit
institution.

Facilities and loans to and investments in non-banks of 1% (or €1.36 million) or more of total capital
must be reported to DNB. For banks this limit is 3% (or €4.54 million).

Liquidity Supervision

The Dutch banking supervisor has also issued liquidity directives designed to ensure that liquid
assets are held against certain liabilities so that liabilities can be met on the due date or on

demand, as the case may be. Actual liquidity must be equal to or higher than the required liquidity,
and actual cash liquidity (which includes assets with a very high liquidity) must be equal to or higher
than the amounts of very liquid debts. Other liquid assets include assets which, depending on
negotiability, are considered to be liquid up to a certain percentage.

Supervision on Administrative Organization

In the interests of supervision by DNB, and to enable it to monitor compliance with its directives,
the ASCS 1992 requires that each supervised credit institution submit periodic reports. In accordance
with the Dutch banking supervisor directives under this provision, Fortis Bank Nederland

(Holding) N.V. files monthly reports with it. A registered accountant must certify these periodic
returns at least once a year. If, in the opinion of DNB, a credit institution fails to comply with its
directives concerning solvency, liquidity or administrative organization, DNB will notify the credit
institution, and it may instruct the credit institution to behave in a certain manner. If the credit
institution does not respond to the instructions to the satisfaction of DNB, additional supervisory
measures are available to it.

Structural S