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1. Business and general conditions

The financial year 2008/09 of IKB Deutsche Industriebank AG (IKB AG) and the IKB Group (IKB) was heavily
influenced by the severe and lasting financial market crisis and its impact on international capital and credit
markets. The crisis increased in intensity over the course of the financial year, finally spreading to the real
economy. Germany experienced its worst economic slump for a long time. For the core business of IKB, the
most important general conditions are overall economic development, the business performance of small and

medium-sized manufacturers and the commercial property market in Germany.

General conditions for the core business

Overall economic conditions for the domestic and foreign lending business deteriorated considerably in the
period under review. The global economy saw a significant slump in the course of 2008. A slight recovery is not

expected until the second half of 2009 at the earliest.

During IKB’s 2008/09 financial year, the German economy experienced its most severe recession since the
Federal Republic of Germany was created. Growth of 1.3% was achieved in the GDP in the 2008 calendar year.
Exports, which are important to the overall economy, grew slightly by 2.7%, while investment in equipment,
which is important to IKB’s business, recorded significant growth of 5.9%. In the course of 2008, however, there
was a dramatic reversal in the positive growth trend. In the fourth quarter, overall economic output saw its
sharpest ever decline. In particular, exports fell by a double-digit percentage, while the drop in investment in

equipment was also extremely pronounced.

The first quarter of 2009 continued to be marked by extremely negative development: exports fell by over 20%
year-on-year, and the manufacturing industry experienced a decline of more than 20%, its sharpest drop in

production since reunification.

The countries of importance to IKB’s lending business also experienced a downturn. France, Spain and the UK
each recorded slight growth of around 1% in GDP for the 2008 calendar year. In contrast, Italy’s economy saw a
slight decline. As in Germany, the economic downturn intensified considerably in other Western European
countries in the final quarter of 2008 and spread to Central and Eastern European countries, whose economic
expansion had until then appeared relatively unimpeded. The extent of the economic turbulence varies
significantly between individual countries; it depends on burdens from the financial market crisis and

adjustments on regional property markets.
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The financial market crisis reached a provisional peak with the insolvency of US investment bank Lehman
Brothers: further deterioration was prevented only through large-scale intervention by governments around
the world. Trust in banks was deeply shaken and the capital markets virtually came to a standstill. This resulted
in massive disruptions to price determination and the valuation of securities, even for institutions of impeccable
credit standing. With the exception of a few selected government bonds, almost all bonds declined in value
significantly. The volatility of prices was also extremely high on all markets, even those that had previously
been very liquid. This development also placed a considerable burden on the Bank’s asset positions in the

period under review.

IKB’s strategic positioning

IKB AG is a specialist bank for corporate lending in Germany and Europe. Its target groups are small and
medium-sized companies, along with international companies and project partners. As at 31 March 2009,
the Bank had a share of almost 8% in the market for long-term corporate loans to German manufacturers.
The strongest competitors of IKB AG in Germany are large universal banks and some larger institutions from
the public banking sector.

In October 2008, the European Commission approved state aid for IKB under strict conditions. The conditions
include a drastic reduction of IKB’s business activities, the discontinuation of the Real Estate Finance segment
and closing certain international offices. After the implementation of the EU decision, the offices in London,
Madrid, Milan and Paris will remain as major operational sites abroad, while IKB Leasing GmbH and IKB Private
Equity GmbH will remain as major subsidiaries within the Group. The total assets of the IKB Group are to be
reduced to € 33.5 billion by September 2011.

The EU conditions and the expanding financial and economic crisis led to the review and realignment of the
Bank’s business model. In addition to the provision of loans, the business model is to be expanded to include

innovative, customer-oriented financing solutions and consultancy services.



Segments

The Corporate Clients segment includes domestic corporate lending, particularly granting loans, equipment
leasing and private equity. Loans are granted to German small and medium-sized companies from six sites
throughout Germany. In particular, the Bank has expertise in the management of public development
programmes. IKB operates its equipment leasing business through its leasing subsidiaries on a national and
international basis. There is a particular focus on the leasing of machinery. On the international market, the
IKB Leasing Group operates in Central and Eastern Europe, France and Austria. The IKB Private Equity Group

invests through both equity interests and various forms of mezzanine capital.

The Structured Finance products include acquisition and project financing in the European Economic Area.
IKB acts as an arranger or participates in appropriate financing. The activities of IKB Capital Corporation,
New York, (IKB CC) are to be discontinued in accordance with the EU conditions.

The Real Estate Clients segment is to be discontinued as part of the EU conditions concerning the state aid
received. In the Real Estate Finance segment, IKB offered its customers financing and consultancy services
relating to commercial property. The real estate leasing business, which comes under the umbrella of Movesta
Lease and Finance GmbH — a joint venture between KfW IPEX Bank and IKB — is in the process of being sold
to third parties, owing to the EU conditions.

The reduction of the portfolio investments was continued in the financial year 2008/09. In December 2008,
the majority of the remaining portfolio investments were transferred to a special purpose entity in which
IKB AG holds the first loss position and has thus limited its risks to this amount. In addition, there are still
positions in portfolio investments with a nominal value of € 0.7 billion, which have not contained any
subprime risks since May 2009.

At the end of the period under review, the Board of Managing Directors decided to discontinue the division of
the segments used until then. IKB’s new market presence allows for the separation of customer responsibility
and product management. The new segmentation resulting from this is to be implemented in the financial
year 2009/10.

13
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2. Significant events in the reporting period

Reduction and transfer of portfolio investments

In its Portfolio Investments segment, IKB AG achieved a further significant reduction in its securities portfolio
compaired to 31 March 2008. In several individual transactions with various market participants, a nominal
volume of approximately € 1.0 billion was sold. In addition, a portfolio with a nominal value of € 1.4 billion
was sold to KfW.

On 31July 2008, as part of an auction, the total assets of the Rhinebridge special purpose entity with a nominal
volume of US$ 947 million were partly sold at an average price of around 37%, while the remaining assets
were paid out to holders of commercial papers. IKB AG acquired securities in connection with this in exchange
for its commercial papers (nominal value of € 0.2 billion). Almost all of these securities were then sold to
third parties at a profit.

IKB AG acquired portfolio investments with a nominal value of US$ 1.5 billion from IKB International S.A,,
Luxembourg, (IKB S.A.) at the end of November 2008 for a purchase price of US$ 0.57 billion and transferred
€ 1.2 billion of those investments together with portfolio investments previously held by IKB AG to the
special purpose entity Rio Debt Holdings (Ireland) Limited at the beginning of December 2008. For some of the
portfolio investments, the transfer was carried out on a synthetic basis via total return agreements. This
involved a nominal volume of € 1 billion, although only € 82 million of the total purchase price of € 903 million
related to this sale. The senior funding of the special purpose entity is provided by KfW and amounted to
€ 565 million on the date of transfer of the assets as at 4 December 2008. The mezzanine financing for the
special purpose entity amounted to € 145 million as at 4 December 2008 and was assumed by LSF Aggregated
Lendings S.ARR.L, Luxembourg, a company in the Lone Star Group. The first loss position with respect to
the special purpose entity amounted to € 193 million as at 4 December 2008 and was provided by IKB AG
within the framework of a junior loan. The book value (HGB) amounts to € 118 million as at 31 March 2009
and represents the maximum loss risk remaining for IKB AG in the HGB financial statements with respect
to this special purpose entity. Most of the reversal opportunities remain at IKB. The special purpose entity

Rio Debt Holdings (Ireland) Limited is included in the consolidated financial statements of IKB.

In addition, there are still positions in structured securities with a nominal value of € 0.7 billion (book value

€ 0.7 billion as at 31 March 2009), which no longer contain any subprime risks.



Settlement of risk shielding measures

In 2007, IKB AG and KfW entered into an agreement according to which KfW secured default risks from
portfolio investments on the IKB AG and IKB S.A. balance sheets up to a maximum level of € 1 billion. This risk

shield was implemented on a contractual basis partly on the basis of CDSs, partly by means of a guarantee.

Furthermore, in May 2008, IKB and KfW also entered into and implemented an agreement according to
which the risk shielding measures were partly formally settled early for those securities that were essentially
permanently in default and that had a book value of zero but could not yet be settled according to the wording
of the risk shielding (settlement amount: US$ 321 million and € 57 million).

In addition, first loss positions (with a nominal volume of € 86 million) based on securitised IKB corporate and
real estate loan transactions have been removed from of the rescue package risk shield, as these transactions
relate to IKB’s core business. As it was foreseeable that the maximum amount of the shield would be utilised
by expected losses on other hedged securitisation transactions, this did not result in a reduction of the
shielding effect for IKB.

On 24 July 2008, IKB AG and KfW entered into an agreement on the early settlement of the remaining
risk shield for portfolio investments on the IKB AG and IKB S.A. balance sheets. As a result, the related CDS and
the guarantee were settled and revoked in full. Under the terms of the agreement, KfW made a payment of
€ 358 million to IKB, while IKB paid KfW a residual fee of € 1 million and US$ 5 million.

IKB AG and IKB S.A. also assumed first loss risks arising from the Havenrock entities at the rate of 25%
(of anominal value of € 4.4 billion). These risks were also almost completely covered by the KfW risk shield. This
reduced the risk for IKB AG and IKB S.A. to US$ 79 million, which was fully included in the income statements
of the previous years.

This Havenrock risk shield agreement with KfW was terminated early at the end of October 2008. To settle
its outstanding payment obligations, KfW paid IKB a total of US$ 1,189 million at the beginning of November
2008.
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Approval of rescue measures by the European Commission with conditions

In the matter of state aid from the Federal Republic of Germany for restructuring IKB, on 21 October 2008
the European Commission announced that the state rescue measures which the IKB had received since the

beginning of the crisis in July 2007 were approved, subject to conditions and requirements.

The approval of the rescue measures made possible the continued existence of IKB AG as a bank focusing
on small and medium-sized enterprises. The radical conditions include a drastic reduction of IKB’s business
activities, the discontinuation of the Real Estate Finance segment, the closure of certain international offices
and the partial discontinuation of new business. By 30 September 2011, total group assets are to be reduced
to € 33.5 billion (from € 63.5 billion on 31 March 2007, before the start of the IKB crisis).

With its decision of 15 May 2009, the European Commission approved a change to the schedule for the
winding up of the Luxembourg site.

In detail the conditions are as follows:

® Discontinuation of the Real Estate Finance segment (no more new business; reduction of at least 20% of
the portfolio by 30 September 2010; reduction of a further 40% by 30 September 2011; remaining portfolio
over scheduled repayments); subsidiaries impacted: IKB Immobilien Management GmbH, IKB Projekt-
entwicklung GmbH & Co. KG, IKB Projektentwicklungsverwaltungs GmbH

® Sale of the 50% IKB stake in Movesta Lease and Finance GmbH by 30 September 2011

® Winding up or sale of IKB CC by 30 September 2011 (reduction of 25% by 30 September 2010) and
discontinuation of new business by 31 December 2008

e Winding up IKB S.A. by 1 April 2011 (the derivatives business and credit holdings may be relocated to IKB AG

in Dlsseldorf up to a maximum of € 3.2 billion) and discontinuation of new business by 1 December 2010
® Discontinuation and winding up of the IKB business activities in Amsterdam by 30 March 2010
® Sale of non-strategic asset positions by 30 September 2011.
In the case of unforeseen circumstances, particularly the continuation of the financial market crisis or the

impossibility of selling specific asset positions, the conditions can be changed or replaced by the European

Commission or an extension of the deadline granted.



Reporting takes place once a year to the European Commission on 31 July at the latest on the progress made

in implementing the restructuring plan and the conditions.

Internal projects have been initiated to implement the EU conditions. New business in the Real Estate
Finance segment and in IKB CC was discontinued. Preparations for transferring the internal functions from the

Luxembourg subsidiary which is to be closed to the Group headquarters in Diisseldorf have been initiated.

Around 230 jobs in the relevant units and subsidiaries are directly affected by the conditions. Moreover,

as a consequence of the restructuring, further jobs can be affected in other units of the Group.

The direct economic burden resulting from implementing the European Commission’s decision depends
to a large extent on the development of the markets for the assets which are to be scaled back. At the current

moment in time, it is difficult to make a forecast on the matter.

In February 2009, the Board of Managing Directors decided on the main features of the future focus of
IKB’s business policy. By separating products and sales, the focus on customers is to be strengthened and
the product range expanded, positioning IKB on the market for lasting success. At the same time, costs are
to be reduced in loan processing by optimising processes and structures in the middle and back office and
the organisation is to be streamlined, so that the profitability of IKB can be restored. Around 140 jobs will be
affected by the reorganisation. Once the adjustments have been made, the expansion of the product range

will lead to new jobs.

The implementation of the necessary reorganisation measures was commenced in March 2009 and is to lead
to a new organisational structure in September 2009. The new product/sales organisation was implemented

as early as mid-May 2009.

Towards the end of the last financial year, IKB AG, the affected German subsidiaries and employee represen-
tatives negotiated a reconciliation of interests and a redundancy scheme for the implementation of the
necessary staff adjustment measures. The redundancy scheme that has been negotiated provides regulations
on transfers between sites and compensation terms for compulsory redundancies, including an additional
option to switch to a transfer company with advice on outplacement. There is also the possibility of early

retirement and annulment agreements, which can be initiated by the employer.

A redundancy scheme has also been negotiated and approved for IKB S.A.

17
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Capital increase

The cash capital increase resolved at the Annual General Meeting of IKB AG for the 2006/07 financial year on
27 March 2008 was concluded with the entry into the commercial register on 24 October 2008.

The challenges to the resolution on the capital increase were previously withdrawn following a settlement

with the petitioning shareholders.

IKB AG received € 1.25 billion (before costs) from the capital increase, almost exclusively from KfW. With the
entry of the implemented capital increase, the share capital of the company increased from € 247,794,332.16
by € 1,250,000,000.00 to € 1,497,794,332.16. Respectively 488,281,250 new shares were issued.

On the basis of a stock exchange issue prospectus, the new shares were authorised for stock exchange trading

on 13 November 2008. Listing commenced on 14 November 2008.

Sale of the KfW IKB shares to Lone Star

According to the information provided by the parties, the agreement on the sale of the IKB shares held by
KfW to LSF6 Europe Financial Holdings L.P., a company of US financial investor Lone Star, was signed on
21 August 2008 and implemented on 29 October 2008. The conditions precedent had been fulfilled (including
a decision by the European Commission in the state aid proceedings, registering the implementation of
the capital increase at the Diisseldorf local court, BaFin’s exemption from the obligation to make a mandatory

offer in line with the Securities Acquisition and Takeover Act).

The 90.8% stake in IKB AG held by KfW was thus transferred to LSF6 Europe Financial Holdings L.P. The indirect
controlling shareholder of LSF6 Europe Financial Holdings L.P. is John Grayken, USA.

As part of the sale transaction, the rights arising from compensation from future profits in connection
with debt waivers relating to loans of € 1,050 million granted by KfW to IKB in the 2007/08 financial year were
also transferred and then assigned to the company LSF6 Rio (Ireland) Limited, Dublin, another company in
the Lone Star Group.



Capital strengthened with Lone Star

On the basis of the resolution of the Annual General Meeting of 28 August 2008, the IKB AG Board of Managing
Directors decided to issue subordinate bonds with a contingent conversion privilege and a contingent
conversion obligation at a nominal amount of € 123.7 million and at an issue price of 100%. Conditions for
the existence of a conversion obligation and conversion privilege are that the recessionary actions against
this resolution are settled and the contingent capital is entered as final into the commercial register. Unless
these conditions have occurred by 11 April 2012, the final mandatory conversion date, conversion obligation
and conversion privilege no longer apply. In this case, the bond would have to be repaid on 11 April 2014.
The conditions for the existence of a conversion obligation and a conversion privilege have since been fulfilled,

and LSF6 Rio S.a.r.l. has issued a conversion declaration regarding the shares it has purchased.

After the conditions are fulfilled, investors in the convertible bond have a conversion right that they can
exercise at any time until the 25th day of trading before the final mandatory conversion date at the nominal
amount. A conversion obligation exists on the final mandatory conversion date at the latest, or earlier if IKB

falls below specific regulatory ratios.

Until maturity, the interest rate of the convertible bond is 9.5% p.a. In the case of conversion on the final
mandatory conversion date, the interest rate increases by a further 12.5% p.a. for the period from the issue
date to the final mandatory conversion date; in the case of an optional conversion before the final mandatory
conversion date or an early mandatory conversion as a result of specific Tier | and overall capital ratios not
being achieved, in addition to the interest rate of 9.5% an additional amount shall be granted equivalent to
the interest amount which would have accrued at an interest rate of 1.25% p.a. for the period between the

issue date and the final mandatory conversion date.
The subscription price is € 23.04 and the conversion price is € 2.56 per share.

In a public offer for subscription, IKB AG shareholders were offered these bonds at a ratio of 109 shares to
1 bond. One bond carried the authorisation to subscribe to 9 new shares at a conversion price of € 2.56

per share.

IKB received proceeds of € 123.7 million as a result of the bond issue on 11 December 2008. A company of
the Lone Star group, LSF6 Rio S.a.r.l, Luxembourg, has taken up all convertible bonds not subscribed to by
other IKB AG shareholders (€ 123.5 million). Should there be no change in the share capital, the new share
capital of IKB AG after implementation of the full conversion would total up to € 1,621 million (previously:
€ 1,498 million), divided into up to 633,384,923 non-par shares (previously: 585,075,911).
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In addition to the convertible bond, LSF6 Rio S.a.r.l, Luxembourg, purchased an IKB AG subordinate registered
bond totalling € 101.3 million on 27 November 2008. The subordinate registered bond has a duration to
27 November 2018 and a coupon of 12% p.a. On 16 December 2008, LSF6 Rio S.a.r.l., Luxembourg, also took
up a further IKB AG subordinate bond totalling € 150,000 with the same conditions as the subordinate
registered bond totalling € 101.3 million from 27 November 2008.

With the purchase of the convertible bond and subordinate bonds, Lone Star has implemented the announced
increase of IKB equity in the amount of € 225 million in line with the conditions of BaFin in the notification
on the exemption from the obligation to publish the assumption of control and a mandatory offer for
IKB AG shares.

SoFFin guarantees

In December 2008, the Financial Market Stabilisation Fund (SoFFin) granted IKB AG a guarantee framework
for new bonds of up to € 5 billion. The guarantees have been approved by the European Commission.

The IKB Board of Managing Directors made an application for guarantees because the situation on the
money and capital markets since the insolvency of US investment bank Lehman Brothers in September 2008
deteriorated in such a radical fashion that trading has virtually ground to a halt. In general, obtaining adequate
refinancing was virtually impossible. IKB has not requested support from SoFFin for recapitalisation or the

assumption of risks.

In the context of the guarantee agreement with SoFFin, the IKB AG Board of Managing Directors, with the
approval of the Supervisory Board, undertook to carry out the measures stipulated by the European
Commission in the state aid proceedings. In addition, IKB AG must adhere to a Tier | ratio of 8% and is subject

to extensive reporting obligations.

The first state-guaranteed issues were placed on the market in January and March 2009 with an issue volume
of € 2 billion each (maturity to 27 January 2012 and 13 March 2012 respectively). With a state-guaranteed
issue of € 1 billion in April 2009 (maturity to 29 April 2011), the guarantees from SoFFin of € 5 billion from

December 2008 have now been fully utilised.



Other transactions

To generate liquidity, IKB AG sold receivables to the special purpose company REPV-DS Finance 2008-1 GmbH
at a purchase price of their nominal value of € 215 million in September 2008. The special purpose company
was financed on the basis of a loan from another bank amounting to € 163 million and a subordinate loan of
IKB AG amounting to € 52 million.

IKB also uses the securitisation platform Bacchus for collateralised loan obligations (CLOs) to securitise
receivables from acquisition and project financing, in order to generate liquidity. The transactions Bacchus
2008-1 and Bacchus 2008-2 implemented in 2008 were to create collateral for ECB refinancing.

Bacchus 2008-1 is a true-sale securitisation of senior secured loans acquisition financing with a total volume
of € 626 million divided into two tranches, € 500 million in the first and € 126 million in the second. In respect
to the first tranche, the transaction was concluded on 10 October 2008. The closing for the second tranche

occurred on 20 November 2008.

Bacchus 2008-2 is a true-sale securitisation of European infrastructure financing and financing of wind
and solar parks. Closing (volume € 454 million) took place on 3 December 2008. The risk from the securities

fully acquired by IKB AG is that of the credit risk of the securitised receivables.

The companies Bacchus 2008-1 Plc, Bacchus 2008-2 Plc and REPV-DS Finance 2008-1 GmbH are included in the

IFRS consolidated financial statements by means of consolidation.

By agreement dated 22/23 September 2008, IKB Beteiligungen GmbH acquired 100% of IVG Kavernen GmbH,
Bonn, a subsidiary of its Bonn-based corporate client IVG Immobilien AG. IKB is thus supporting IVG in
structuring a sales transaction and reorganising its Caverns division. The purchase agreement was completed
on 28 November 2008. IKB achieved a profit of € 186 million from the transaction.
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Further changes in the Group

IKB Credit Asset Management GmbH (IKB CAM) was merged with IKB AG with retroactive effect from
1 April 2008, following its restructuring and the resignation of the shareholder.

On 1 October 2008, IKB Leasing Finance IFN SA was founded in addition to the existing Romanian company,
IKB Leasing SRL in Bucharest, as part of the further expansion of leasing activities in Central and Eastern
Europe. The purpose of IKB Leasing Finance IFN SA is to enter the market for finance leases in Romania. It was
necessary to establish a new company due to the fact that in Romania finance leasing is subject to approval
and supervision by the National Bank. The new company will be included in the scope of consolidation from
1 October 2008.

With a notarial purchase agreement dated 23 December 2008, Movesta Lease and Finance GmbH acquired
all shares in AIVG Allgemeine Verwaltungsgesellschaft mbH from IKB AG for € 4.2 million with effect from

the same day.

Deposit insurance

In its capacity as service provider for the Deposit Protection Fund of the private banks, in line with its
articles the Auditing Association of German Banks imposed conditions for IKB AG for maintaining its deposit
protection. It has stipulated conditions above and beyond the conditions of the European Commission —
primarily that the Tier | ratio of the IKB Group in line with the German Commercial Code may not move below
8% to the accounting dates until 31 March 2011 (including the mandatory convertible bonds). In addition,
the level of client deposits protected is limited (see supplementary report). The conditions and their fulfilment

have no effect on the protection of existing deposits at IKB AG.

Impact of the financial market crisis

After the insolvency of the US investment bank Lehman Brothers in September 2008, the financial market
crisis intensified considerably. Money and capital markets are even less available than was previously the case.

Volatilities for many products, especially for interest rates, reached all-time highs.

Model valuations of portfolio investments based on market indicators show fair values still declining. Due
to the high volatility, IKB option issuer positions in long-term structured interest products have experienced

sharp losses in terms of market value.

Currently a full estimate can not be given with respect to the impact of the global economic crisis on the
credit business. Negative trends have already begun in certain industries, particularly in the automotive sector.
Many industries are already experiencing a considerable decline in sales and production, a trend which is
likely to accelerate in 2009/10. For this reason, we are expecting a considerable increase in the number of

insolvencies in 2009/10, and thus an upturn in non-performing loans and defaults.



In the bond market and the secondary market for credits —to the extent that there is still liquidity — the lasting
financial market crisis, the economic slump and further economic development are already having a tangible
impact in the form of remeasurement losses through higher volatilities and risk premiums for counterparty

risks (credit spreads). In particular, this has also impacted, and is continuing to impact, securitised credit risks.

In addition, IKB is currently unable to estimate the extent to which the economic difficulties affecting member

banks of the Deposit Protection Fund will trigger payments from the other member banks.

Annual General Meeting on 28 August 2008

The Annual General Meeting of IKB AG for the 2007/08 financial year was held in Diisseldorf on 28 August
2008. The Annual General Meeting adopted all of the resolutions proposed by the Bank’s management by
a large majority. The results of the individual votes can be found on the Bank’s website at www.ikb.de.

Among other points, a reduction in the number of Supervisory Board members from 21 to 15 was resolved.

Extraordinary General Meeting on 25 March 2009

Following a request from the majority shareholder, LSF6 Europe Financial Holdings L.P, the Board of
Managing Directors of IKB AG invited shareholders on 13 February 2009 to an extraordinary general meeting
on 25 March 2009 in Diisseldorf.

The General Meeting adopted all of the resolutions proposed by the Bank’s management and the application
of LSF6 Europe Financial Holdings L.P. by a large majority. The results of the individual votes can be found on

the Bank’s website under www.ikb.de.

Following the resolution proposal from LSF6 Europe Financial Holdings L.P., the resolutions passed by the
General Meeting on 27 March 2008 regarding the conduction of a special audit of potential violations of duty
by members of the Board of Managing Directors and the Supervisory Board of IKB AG were cancelled and the
appointment of the special auditor was revoked. In the opinion of LSF6 Europe Financial Holdings L.P.,, there
is no reason to doubt that the Board of Managing Directors and the Supervisory Board will examine, in line
with their duties, whether former members of executive bodies have violated their duty. As it is believed that
it is possible to deal with such matters in an appropriate manner internally whilst maintaining confidentiality,
it is not thought to be in the interests of the company to allow internal information to become accessible to
the public through a special audit.

23



24

Personnel changes in the Supervisory Board
Mr Jorg Asmussen stepped down from the Supervisory Board of IKB AG on 27 May 2008.

The Annual General Meeting on 28 August 2008 reappointed Dr Jens Baganz, Detlef Leinberger, Roland Oetker
and Dr Martin Viessmann to the Supervisory Board and elected Dr Christopher Pleister and Werner Méller
as new members. The Supervisory Board mandate of Dr Michael Rogowski expired at the end of the Annual
General Meeting on 28 August 2008.

Detlef Leinberger stepped down from the Supervisory Board with effect from 6 October 2008.

On 30 October 2008, the Supervisory Board elected as its Chairman Bruno Scherrer, Head of European
Investments, Senior Managing Director of the US investor Lone Star. In line with the application of the IKB AG
Board of Managing Directors in accordance with section 104 of the German Stock Corporation Act, the
Dusseldorf local court previously appointed Bruno Scherrer as a member of the IKB AG Supervisory Board.
Werner Oerter had already stepped down as Chairman of the Supervisory Board at the end of the Supervisory
Board meeting on 30 October 2008.

The resolution to reduce the number of members in the Supervisory Board to 15 passed by the Annual General
Meeting on 28 August 2008 became effective on 15 December 2008. On 18 November 2008, Werner Moller
resigned his mandate with immediate effect. Subsequently Dieter Ammer, Dr Jens Baganz, Roland Oetker
and Jochen Schametat as well as Rita Robel stepped down from the Supervisory Board with effect from
30 November 2008 and Randolf Rodenstock on 3 December 2008 with immediate effect.

By decision of the Diisseldorf local court, Dr Karsten von Kéller was appointed as a member of the IKB AG
Supervisory Board with effect from 16 December 2008.

Hermann Franzen, Werner Oerter, Dieter Pfundt and Dr Alfred Tacke stepped down from the Supervisory
Board on 31 December 2008.

Dr Christoph Pleister stepped down from the Supervisory Board with effect from 1 February 2009.

By order of the Diisseldorf local court dated 20 January 2009, Olivier Brahin, Dr Lutz-Christian Funke,
Dr Claus Nolting and Dr Andreas Tuczka were appointed as members of the Supervisory Board of IKB AG with
effect from 22 January 2009. At the General Meeting on 25 March 2009, the members previously appointed
by the Dusseldorf local court were elected as new members of the Supervisory Board. Arndt G. Kirchhoff,
the CEO of the Kirchhoff Group, Attendorn, and Stefan A. Baustert, President and CEO of Singulus Technologies
AG, Bad Homburg, were also elected to the Supervisory Board. Dr Martin Viessmann stepped down from his
position with effect from the end of the General Meeting on 25 March 2009.



Personnel changes in the Board of Managing Directors

With effect from 1 April 2008, Dr Andreas Leimbach was appointed as the member of the Board of Managing
Directors responsible for Corporate Clients within Germany.

At its meeting on 8 October 2008, the Supervisory Board of IKB AG extended the mandates of Dr Giinther
Braunig, the Chairman of the Board of Managing Directors, until 31 October 2008 and Dr Dieter Gluder,
a member of the Board of Managing Directors, until 15 October 2011, after the Supervisory Board meeting on
11 July 2008 decided to extend the appointments until 15 October 2008. As of 31 October 2008, the Chairman
of the Board of Managing Directors, Dr Gilinther Braunig, retired as scheduled from the Board of Managing
Directors.

At its meeting on 30 October 2008, the Supervisory Board appointed Hans Jorg Schiittler as Chairman of
the IKB AG Board of Managing Directors with effect from 1 November 2008.

On 31 January 2009, Dr Andreas Leimbach, a member of the Board of Managing Directors, left the company

of his own accord.

At its meeting on 5 February 2009, the Supervisory Board of the Bank appointed Dr Michael H. Wiedmann
as a member of the Board of Managing Directors of IKB AG with effect from 1 March 2009.

Stock exchange listing of IKB shares

IKB shares were removed from the SDAX on 22 December 2008. The reason for this decision by Deutsche
Borse AG was that the free float of IKB AG was too small. At the request of IKB AG, the shares also left the
Prime Standard of the Frankfurt stock exchange at the end of 26 February 2009 and since then have been
listed on the General Standard.

Current rating situation
Following the signature of the purchase agreement between KfW and LSF6 Europe Financial Holdings L.P. on

21 August 2008, Moody’s revised its outlook to “Review for possible downgrade” and Fitch Ratings announced

the downgrade of IKB AG’s long-term rating to BBB—.

Financial Strength
IKB Rating Long-Term Short-Term individual rating Outlook

Moody’s 1 April 2008 Baa3 P-3 E Negative

21 August Baa3 P-3 E Review

2008 for possible

downgrade

Fitch 21 December A+ F1 E Stable
2007

22 August BBB— F3 D/E Negative
2008
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3. Net assets, financial position and results of
operations

Business development

Unless otherwise noted, the comments below on business development refer to the activities of the IKB Group,

as the activities of IKB AG and the subsidiaries are closely interlinked.

The new business volume amounted to € 5.9 billion in the financial year 2008/09 (previous year: € 11.8 billion),
with the emphasis on corporate clients (€ 3.5 billion) and structured finance (€ 1.8 billion). In detail, the

following business developments are of significance:

In the Corporate Clients segment, which includes domestic corporate lending, private equity activities
and equipment leasing, IKB paid out € 3.5 billion (previous year: € 4.6 billion) in the period under review. Of
this figure, € 2.5 billion (previous year: € 3.6 billion) related to the domestic lending business. The new business
margin in the domestic lending business remained virtually constant at 1.03% (previous year: 1.02%) in terms
of the Bank’s average refinancing costs. The majority of new business in the domestic lending business (65%)
related to companies with sales of between € 25 million and € 1 billion. Of the new payments, 26% were
for large clients with annual sales of more than € 1 billion. 9% went to companies with annual sales of under
€ 25 million. In the financial year 2008/09, long-term loans from public development programmes accounted

for 60% (previous year: 47%) of the new credit volume.

The IKB Leasing Group, which operates nationally and internationally in the field of equipment leasing,
recorded a new business volume of € 1 billion, maintaining the previous year’s level. Around two thirds of
this new business comes from Germany. The IKB Leasing Group has now grown to include 14 leasing
companies in nine countries (Germany, France, Austria, Poland, Romania, Russia, Slovakia, Czech Republic,
Hungary).

In the Structured Finance segment, i.e. in acquisition and project financing and export financing, the new
business volume was reduced again to € 1.8 billion in the financial year 2008/09 (previous year: € 3.8 billion).
Both IKB-specific liquidity and equity restrictions and the development of the market played a decisive role
in this decline. Activities involving company acquisitions in Europe virtually came to a standstill, which meant
that almost no new acquisition financing was awarded. IKB was extremely cautious in business with project
financing, owing to the lengthy terms involved. In particular, transactions were carried out with the use of
development funds and with Hermes cover for existing customer relationships. In the USA, leveraged loans

were reduced through sales.



The Real Estate Clients segment, which, in accordance with the EU conditions from October 2008, discontinued

new business in the period under review, reported a new business volume of € 0.6 billion in the financial year

2008/09 (previous year: € 1.4 billion), mainly due to the utilisation of loan commitments from previous years.

The operating results of all market segments were negative, largely as a result of the sharp increase in risk

provisions.

Earnings performance

The income statement of IKB AG in the 2008/09 financial year was strongly impacted by the crisis at the Bank

and the general financial market and economic crisis. The following table shows the major special factors in

terms of the amounts, together with their impact on the various income statement items:

One-off factors Non- Non-
Adjusted | adjusted | adjusted
Portfolio income | income | income
invest- Restruc- statement|statement|statement
ments turing Other 2008/09 | 2008/09 | 2007/08
Net interest income (without current
income from shares, investments etc.) 23 196 219 236
Net fee and commission income 87 87 90
Net income from financial instruments 2 2 -4
Current income from shares, equity participa-
tions and shares in affiliated companies and
income from profit transfer agreements =22 186 -20 144 58
Personnel expenses —145 —145 —155
Other administrative expenses -57 -117 -174 -166
Write-downs and value adjustments on
receivables and additions to provisions
in the lending business —-800 —408 -1208 —-289
Write-downs of/write-ups on securities
in the liquidity reserve —45 65 -4 16 -1204
Write-downs and losses on/income
from securities held as fixed assets -362 =22 =12 -396 -693
Write-downs, value adjustments and
write-ups of equity participations and
shares in affiliated companies -109 147 -256 -589
Net other operating income -95 -5 20 -80 -9
Result from ordinary business activities -1316 -321 247 —-401 -1791 -2725
Extraordinary result 901 -51 850 943
Current taxes -7 -7 21
Deferred taxes 87 87
Net loss -415 -372 334 —408 -861 -176