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(50) INSURANCE RISKS
Life and health insurance

PRESENTATION OF INSURANCE PORTFOLIO

The life and health care insurance business in the W&W Group comprises life insurance
including endowment and term assurance, annuity assurance, permanent health insurance,
and health care insurance. The insurance portfolio mainly consists of long-term contracts with
a discretionary participation feature. Unit-linked endowment and annuity assurance are
covered on a matching basis with the shares in investment funds attributable to the insurance
policies.

The active reinsurance business now only accounts for an insignificant portion.

RISKS OF THE INSURANCE PORTFOLIO AND RISK MANAGEMENT SYSTEM

The distinctive feature of life insurance contracts is the long-term nature of the obligations
assumed. The calculation of the guaranteed benefits is based on prudent assumptions. The
calculation parameters may change significantly over time, such that material cash flows may
deviate from expectations.

Risks from the life insurance business mainly result from biometric risks, interest rate risk and
expense risk.

The biometric calculation parameters, such as mortality, life expectancy or invalidity
probabilities are subject to fluctuation risks and risk of errors as well as long-term changes.
These risks are controlled on an ongoing basis by means of actuarial analyses and reviews. As
far as product development is concerned, we take into account potential changes through
corresponding actuarial models.

The assessment of life expectancy (longevity risk) is of particular significance for the provision
for future policy benefits in the annuity assurance business. In addition to the analysis of the
Company's own findings, we also rely on research, comments and guidelines from the German
Association of Actuaries in order to stabilize the information basis. Due to the insufficiently
weakened trend in mortality improvement, the life assurance companies have again increased
the safety margins for longevity risk in the provision for future policy benefits in the financial
year 2009. Future findings with respect to mortality trends or a further increase of the safety
margins as recommended by the German Association of Actuaries may lead to additional
transfers to the provision for future policy benefits in future.

The calculation parameters are considered appropriate by both the supervisory authority and
the German Association of Actuaries. The internal reporting to the supervisory authority
includes an annual comparison with actual results. Smaller changes in the assumptions
underlying the calculation with respect to biometry, interest rates and expenses are
compensated for by the safety premiums included in the calculation parameters.

In case of a change of the risk, expense and/or interest rate expectations, the associated
impact on earnings is significantly reduced by an adjustment of the future profit participation
payable to the policyholders.
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The risks are limited by suitable passive reinsurance contracts concluded with reinsurance
companies with top credit quality in the investment-grade range.

SENSITIVITY ANALYSIS

In the life insurance segment, we use calculation parameters subject to high safety margins
for the calculation of guaranteed benefits in order to take into account the long-term nature
of life insurance contracts. Discretionary participation features are used to pass on
unnecessary safety margins to customers. Short-term fluctuations are compensated for by
reducing or increasing the additions to the provision for premium refunds intended for future
profit participation. In addition, the amount of the profit participation is adjusted in case of
long-term changes.

BIOMETRIC RISK

An increase of mortality has a negative impact on the income statement in case of
endowment and term life assurance contracts, but has positive effects on the income
statement in case of annuity assurance contracts. The expected mortalities are sufficiently
taken into account by the existing safety margins; any change will only have marginal effects
on the income statement in accordance with the mechanism described above, even on a gross
basis, when such effects cannot be compensated for completely. The passive reinsurance
concluded further reduces this effect.

In the area of permanent health insurance, the invalidity probability is subject to social and
economic developments, apart from medical and legal changes. The safety margins embedded
in the calculation are sufficiently taken into consideration here as well, so that the underlying
expectations will result in positive returns. A reasonably assumed change of the invalidity
probability has only marginal effects on the income statement, both on a gross or on a net
basis.

In the area of health insurance, the risk resulting from an increase of the per capita losses is
provided for by an adjustment of the premium. Accordingly, this risk does not have any
significant effects on the income statement.

CANCELLATION RISK

The changes of the cancellation rates in the past do not show significant fluctuations.
Accordingly, only minor changes can be reasonably expected, which means that the impact on
the income statement is negligible.

In addition, negative consequences on the income statement only occur in the first years after
a contract is concluded, as long as claims against the policyholder are reported that are not yet
due and cannot be recovered after cancellation. Cancellations are accounted for by recognising
an appropriate valuation allowance. The valuation allowances are based on prudent
assumptions according to experience from prior years.
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In case of a surrender in subsequent years, the cancellation discounts have a positive effect on
the income statement, since the provisions include at least the surrender value. This means
that the payment is simultaneously matched with a corresponding reversal of the provisions.

Unit-linked insurance policies are covered on a matching basis with the relevant funds;
additional guarantee commitments are taken into account in the provision for future policy
benefits. An increase or reduction of the cancellation rate does not result in any material
changes in the the income statement.

An increased cancellation of contracts by customers may result in larger-than-expected
outflows of liquidity.

RISK CONCENTRATIONS

Concentrations of insurance risks in the life and health care insurance business result from
regional risk concentrations as well as from individual insurance contracts, in case of a
significant level of insured risks. The emergence of regional risk concentrations is addressed by
life and health insurance providers by distributing their insurance products on a nationwide
basis.

Risk concentrations from individual insurance contracts (cluster risk) are reduced by passive
reinsurance contracts with top reinsurance providers.

The remaining risk concentrations result from the insured risks, i.e. the mortality, longevity and
invalidity risks, respectively. The following table shows the provision for future policy benefits
by insured risks, to illustrate the existing risk concentrations.

PROVISION FOR FUTURE POLICY BENEFITS BY TYPE OF RISK INSURED

GROSS NET GROSS NET
€000's 31 Dec 2009 31 Dec 2009 31 Dec 2008 31 Dec 2008
Life assurance 24,492,987 22,986,714 23,865,547 22,338,389
Mainly mortality risk 14,162,411 13,143,011 15,075,172 13,993,151
Mainly endowment risk (annuities) 9,833,101 9,429,343 8,316,577 7,926,429
Mainly invalidity risk 497,475 414,360 473,798 418,809
Health insurance 167,263 167,263 129,067 129,067
Active reinsurance business 34,521 34,521 34,939 34,935
ToTAL 24,694,771 23,188,498 24,029,553 22,502,391

Individual insurance contracts are not associated with material risk concentrations, either on a
gross or on a net basis. This becomes apparent in the following overview, in which the gross
provision for future policy benefits of the direct insurers is classified by the sum insured (12
times the annuity in case of annuity assurance) of the underlying insurance contracts.
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PROVISION FOR FUTURE POLICY BENEFITS FOR INSURANCE CONTRACTS WITH A SUM INSURED OF

GROSS GROSS
€000's 31 Dec 2009 31 Dec 2008
<€ 0.5 million 23,963,780 23,381,452
>€ 0.5 million —€ 1 million 258,392 262,612
>€ 1 million —€ 5 million 203,987 202,905
> €5 million —€ 15 million 66,828 18,578
€ 15 million —€ 25 million — _
< €15 million —€ 50 million — —
>€ 50 million — —
Active reinsurance business 34,521 34,939
ToTAL 24,527,508 23,900,486

RISKS FROM OPTIONS AND GUARANTEES INCLUDED IN INSURANCE CONTRACTS

= Unit-linked life and annuity assurance: guaranteed minimum benefits
The investment risk associated with unit-linked annuity assurance contracts remains with
the policyholder. There is no market risk, since all contracts are covered on a matching
basis. The product design ensures that reserves are established for contribution compo-

nents necessary to pay any guaranteed minimum benefits.
= Annuity assurance: lump-sum option

The exercise of the lump-sum option is influenced by individual factors of the policyholder.

= Life insurance: annuitisation option

The annuitisation option is carried out on the basis of the tariffs applicable to new insur-
ance contracts concluded. This option does not have any effects on the income statement

or the statement of financial position.
= Surrender option and contribution exemption

The provision for future policy benefits recognised in the statement of financial position
for contracts with surrender options is in each case at least equivalent to the surrender
value. A contribution exemption with reduced guaranteed benefits represents a partial
surrender and is therefore already accounted for in the statement of financial position by

analogy.
= Premium indexation

Whilst the option to increase insurance benefits by increasing the premium without addi-
tional underwriting is calculated using a fixed calculation rate, previous experience shows
that the decision of the policyholders is influenced to a higher degree by the type of insur-

ance contract or by the expectation of higher interest rates from the profit participation.

The interest rate risk from this option is negligible.
Property-casualty insurance/reinsurance

PRESENTATION OF INSURANCE PORTFOLIO

The property-casualty insurance business is carried out in the domestic market by

Wirttembergische Versicherung AG. Wirttembergische Versicherung AG insures risks with a
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focus on the private and commercial sector. Types of insurance include the traditional
segments of liability insurance, motor insurance, household insurance, legal protection
insurance, casualty insurance and residential building insurance.

After the disposal of its UK branch (WirttUK), Wirttembergische Versicherung AG has not
been exposed to any major industrial risks and has not been involved in reinsurance business
since 2008. Thus, active reinsurance business with partners outside the Group is only carried
out on a very limited scale by Wiistenrot & Wirttembergische AG, in the form of its
participatory holding in some German market pools.

As a result of the almost complete discontinuation of the active reinsurance business by
Wistenrot & Wirttembergische AG a number of years ago, as well as due to the disposal of
WirttUK, the international risk exposure of our Group has been reduced considerably. The
renewal rights of the UK branch of Wiirttembergische Versicherung AG from 1 January 2008
were sold at the end of 2007. The portfolio underwritten prior to 31 December 2007 remains
with Wirttembergische Versicherung AG, and will be settled based on a service contract by
Antares Underwriting Services Ltd. Settlement will entail specific risks. The risk-mitigating
measures agreed are monitored within the scope of risk management. Settlement risks from
the legacy businesses have been provided for by the W&W Group through the recognition of
appropriate provisions.

RISKS OF THE INSURANCE PORTFOLIO AND RISK MANAGEMENT SYSTEM

Insurance risks result from uncertainties with respect to the future development of losses and
costs from insurance contracts concluded which may result in unexpected loss adjustment
and benefit obligations, possibly harming our financial performance.

In the property insurance segment, insurance risks are primarily of a short-term nature as loss
adjustment may generally be made on a timely basis. In case of severe bodily injuries in the
areas of general liability insurance and motor third party liability insurance (as well as casualty
insurance) risks are also subject to exogenous trends, such as medical progress and the
associated life expectancy. In addition, risks are influenced by legal regulations with regard to
compensation for damages and liability.

Wurttembergische Versicherung AG selects its risks by a risk- and cost-based tariff structure
and underwriting policy. The price calculation is based on actuarial calculations and statistical
analyses of existing portfolios and costs. The product design is mainly based on normal
market conditions and regulations and excludes —to the extent possible in the contract design
—hardly estimable risks, for which there is no sufficient loss history (e.g. terror acts, asbestos).
Risk underwriting is based on specified guidelines and takes into account defined maximum
underwriting amounts. As far as natural hazards are concerned, risk selection and pricing is
based on regional classification systems so that objects with a high exposure to loss are not
insured at all or only at appropriate prices. The underwriting guidelines are regularly updated,
and compliance with these guidelines is monitored on an ongoing basis.
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Loss management is optimised on a continuous basis. Advising customers with respect to
precautionary measures reduces the loss probability: quick and uncomplicated loss
adjustment minimises costs. The loss events are processed by qualified and specialist staff.

Furthermore, Wirttembergische Versicherung AG has a comprehensive and appropriate
reinsurance protection for the purpose of limiting negative effects from large, cumulative or
long-tail damages. The reinsurance program is reviewed annually taking into consideration the
risk-bearing capacity, and adapted to the relevant business development. Passive reinsurance
is placed with several highly rated reinsurers.

In case of identified or expected insurance risks, we recognise provisions in a timely and
appropriate manner in form of specific or general provisions in sufficient amounts.

SENSITIVITY ANALYSIS

Underwriting of risks is exclusively based on actuarial and statistical analyses. This means that
Wurttembergische Versicherung AG has priced in sufficient safety premiums in its tariffs in
order to cover risk fluctuations.

In order to review the adequacy of the provisions, we use actuarial opinions as well as regular
simulations and stress analyses. The recognition of provisions for loss events is based on a
conservative approach followed by Wirttembergische Versicherung AG. The objective of this
approach is to meet future payment obligations at any time. Provisions are reviewed for each
insurance segment on a regular basis as to their appropriateness using the internal risk-bearing
capacity model. On the basis of the results of these reviews, our conclusion is that the
provisions of Wirttembergische Versicherung AG in the property-casualty segment are
sufficient.

The income statement may be negatively affected if actual loss or cost trends deviate from
expectations.

The insurance risks are measured using statistical-analytical factor models customary in the
industry or company-specific stochastic models. In addition, loss scenario analyses are
performed.

The income statement may be negatively affected if actual loss or cost trends deviate from
expectations. These negative effects are accounted for as part of insurance risks. The
insurance risks are measured using statistical-analytical factor models customary in the
industry or company-specific stochastic models. In addition, loss scenario analyses are
performed.

RISK CONCENTRATIONS

Risk concentrations primarily result from the risks insured in the different insurance segments.
The following table shows the claims provision by segments to illustrate the existing risk
concentrations. The table shows that the portfolio is characterised by a broadly diversified
segment mix, which contributes to a reduction of the risk exposures.
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PROVISION FOR LOSS AND LOSS ADJUSTMENT EXPENSES

GRross NEeT GRross NET
£000's 31 Dec 2009 31 Dec 2009 31 Dec 2008 31 Dec 2008
Liability insurance - corporate customers 474,546 443,372 465,715 409,826
Property insurance - corporate customers 351,853 314,254 424,487 366,125
Liability insurance - private customers 96,076 89,443 130,378 120,150
Other insurance - private customers 2,233 2,026 4,096 3,853
Motor third party liability 967,632 774,998 1,038,446 856,462
Other motor insurance 1,199 1,138 939 890
Household insurance 11,556 10,959 10,195 9,300
Legal protection insurance 127,799 121,380 118,529 112,317
Hull fire/theft 4,101 3,879 5,054 3,817
Casualty 151,741 143,948 167,332 158,104
Hull all risks 26,482 25,133 24,478 21,007
Residential building insurance 40,299 37,926 38,595 31,452
Other 112,814 105,457 102,563 96,120
ToTAL 2,368,331 2,073,913 2,530,807 2,189,423

(51) LiQuUIDITY RISKS

Liquidity risk is the risk that an entity will not be able to raise funds necessary to settle its
obligations. Liquidity risks may also result from an inability to timely sell an asset at its fair
value, or when cash funds can only be raised at less favourable conditions than expected.
Accordingly, liquidity risks consist of the risk of the inability to pay, the market liquidity risk and
the funding risk.

A number of Group companies, operating as financial services companies, are subject to
specific legal and regulatory requirements which are intended to ensure that the related
companies are able to meet their current or future payment obligations at any time. The
Group companies complied with these regulatory requirements at any given time.

For the purpose of monitoring and controlling liquidity risks, the cash flows expected in future
are compared with existing funds in a liquidity run-off profile. As part of a standardised
approach to liquidity planning, the individual companies predict future inflows and outflows
of funds. This involves taking into account and reconciling maturity structures of receivables
and liabilities. The calculated surpluses or deficits then represent the basis for the investment
or financing decisions. Sensitivity analyses are used to evaluate the effects and coverage
potential of specific behaviours of capital markets and customers. Emergency plans are
established to manage exceptional situations. This is to address concentrations of risks
threatening the liquidity in the Group.
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In line with the increasing importance of liquidity risk management, a Liquidity Committee

was established within the Group to strengthen its governance structures. The major control
and monitoring tool on Group level is a liquidity report prepared on a weekly basis. Identified
or expected liquidity risks are immediately reported to central risk management. In addition,
material liquidity risks are notified as part of quarterly risk reporting. Active liquidity risk

management is largely based on cash flows. The maturity analysis is presented by reference to

items of the statement of financial position.

The following table shows the maturity analysis with respect to selected financial instruments

for the financial year 2009:

MATURITY ANALYSIS 2009

ASSETS
UP TO 3 MONTHS 1YEARTO MORE THAN INDEFINITE

3 MONTHS TO 1 YEAR 5 YEARS 5 YEARS TERM ToTAL
€mn
Loans and advances to banks 1,605.8 570.0 3,944.7 8,983.3 0.2 15,104.0
Receivables from reinsurance business 16.6 87.2 — — — 103.8
Loans and advances to customers 1,690.1 2,066.9 12,857.6 9,981.5 4,028.2 30,624.3
Other receivables 76.9 0.9 0.1 0.0 5.0 82.9
Allowance for credit losses -124 -36.8 -44.8 -453 -1015 -240.8
Debt securities and other fixed-income securities
classified as financial assets designated as at fair value 235 30.9 163.6 468.4 795.6 1,482.0
Debt securities and other fixed-income securities as
well as derivatives held for trading 1234 30.0 84.9 167.3 — 405.6
Fixed-income securities and receivables available for
sale 1,046.0 1,862.8 3,684.7 8,593.1 19 15,188.5
MATURITY ANALYSIS 2009
LIABILITIES

UP TO 3 MONTHS 1 YEARTO MORE THAN INDEFINITE

3 MONTHS TO 1 YEAR 5 YEARS 5 YEARS TERM ToTAL
€mn
Certificated liabilities 36.4 129.8 695.2 4321 — 1,293.5
Liabilities to banks 1,800.5 3,523.4 735.7 116.0 564.5 6,740.1
Liabilities from reinsurance business 36.4 52.7 — — 1,503.8 1,592.9
Liabilities to customers 4,468.4 14,624.5 2,125.1 2,458.2 93.6 23,769.8
Other liabilities 343.7 28.4 12.2 1.1 68.5 4539
Financial liabilities
at fair value through profit or loss 1475 6.1 1284 214.5 — 496.5
Subordinated capital 24.8 115 68.8 325.6 — 430.7
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As at the balance sheet date 2009, the remaining terms to maturity of financial instruments of
more than one year and up to including five years can be broken down for material items into
the following time bands:

MATURITY ANALYSIS 2009

ASSETS

1102 2703 3104 4705

YEARS YEARS YEARS YEARS ToTAL
€mn
Loans and advances to banks
of which: Other loans and advances 658.7 641.9 1,018.6 701.2 3,020.4
Loans and advances to customers
of which: Building loans 2,433.4 2,491.2 1,929.0 5,776.3 12,629.9
of which: Other loans and advances 3.2 3.8 3.2 3.8 14.0
Allowance for credit losses -89 -13.2 -12.0 -10.7 -4438
Debt securities and other fixed-income securities
classified as financial assets designated as at fair value 63.0 27.3 255 47.8 163.6
Debt securities and other fixed-income securities
as well as derivatives held for trading 22.0 24.6 275 10.8 84.9
Fixed-income securities and receivables
available for sale 1,494.7 753.2 531.2 905.6 3,684.7
MATURITY ANALYSIS 2009
LIABILITIES

1102 2703 3104 4705

YEARS YEARS YEARS YEARS ToTAL
€mn
Certificated liabilities 150.8 158.1 165.9 220.4 695.2
Liabilities to banks
Miscellaneous liabilities 236.5 78.6 2471 173.5 735.7
Liabilities to customers
of which: Savings deposits 66.7 0.0 0.0 183.6 250.3
of which: Other deposits 656.8 333.0 258.2 475.2 1,723.2
Financial liabilities at fair value through profit or loss 37.4 37.4 337 19.9 1284

Subordinated capital 40.0 0.0 28.8 0.0 68.8
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The following table shows the maturity analysis with respect to selected financial instruments

for the financial year 2008:

MATURITY ANALYSIS 2008

ASSETS
UPTO 3 MONTHS 1YEARTO  MORE THAN INDEFINITE

3 MONTHS TO 1 YEAR 5 YEARS 5 YEARS TERM ToTAL
€mn
Loans and advances to banks 2,238.7 835.2 3,688.5 9,766.7 155.4 16,684.5
Receivables from reinsurance business 26.8 76.9 — — — 103.7
Loans and advances to customers* 2,119.3 2,161.8 9,337.7 11,258.4 3,754.2 28,631.4
Other receivables 138.1 3.2 — — 3.9 145.2
Allowance for credit losses -112 -255 -59.2 -51.9 -9838 - 246.6
Debt securities and other fixed-income securities
classified as financial assets designated as at fair value 60.7 20.5 66.2 377.5 539.6 1,064.5
Debt securities and other fixed-income securities
as well as derivatives held for trading 120.9 29.0 106.6 198.7 — 455.2
Fixed-income securities and receivables
available for sale 1,031.0 947.9 2,081.7 5,761.6 0.9 9,823.1

1 Previous year's figure adjusted due to amendment to 1AS 18.
MATURITY ANALYSIS 2008
LIABILITIES
uP TO 3 MONTHS 1YEARTO  MORE THAN INDEFINITE

3 MONTHS TO 1 YEAR 5 YEARS 5 YEARS TERM ToTAL
€mn
Certificated liabilities 476.7 567.4 431.3 567.9 — 2,043.3
Liabilities to banks 2,673.5 676.0 1,008.6 276.0 576.1 5,210.2
Liabilities from reinsurance business 1,566.8 35.6 — — — 1,602.4
Liabilities to customers 3,591.9 12,967.9 1,766.7 2,445.9 93.4 20,865.8
Other liabilities 361.1 13.3 6.1 — 93.5 474.0
Financial liabilities
at fair value through profit or loss 95.1 26.1 1283 257.1 0.4 507.0
Subordinated capital 235 9.9 98.0 336.8 — 468.2
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As at the balance sheet date 2008, the remaining terms to maturity of financial instruments of
more than one year and up to including five years can be broken down for material items into
the following time bands:

MATURITY ANALYSIS 2008

ASSETS

1702 2703 3704 47105

YEARS YEARS YEARS YEARS ToTAL
€mn
Loans and advances to banks
of which: Other loans and advances 645.5 770.4 732.4 1,075.3 3,223.6
Loans and advances to customers
of which: Building loans? 2,326.8 2,071.6 1,480.2 2,508.2 8,386.8
of which: Other loans and advances 2.0 33 2.6 51.3 59.2
Allowance for credit losses -21.8 -15.5 -95 -124 -59.2
Debt securities and other fixed-income securities
classified as financial assets designated as at fair value 24.1 22.2 121 7.8 66.2
Debt securities and other fixed-income securities
as well as derivatives held for trading 53.1 7.2 16.0 30.3 106.6
Fixed-income securities and receivables
available for sale 611.5 887.8 318.2 264.2 2,081.7

1 Previous year's figure adjusted due to amendment to IAS 18.

MATURITY ANALYSIS 2008
LIABILITIES

1102 2703 3104 47105

YEARS YEARS YEARS YEARS ToTAL
€mn
Certificated liabilities 86.1 139.7 65.6 139.9 4313
Liabilities to banks
Miscellaneous liabilities 483.3 226.8 68.5 230.0 1,008.6
Liabilities to customers
of which: Savings deposits 32.0 — — 150.2 182.2
of which: Other deposits 3494 646.4 330.0 258.7 1,584.5
Financial liabilities at fair value through profit or loss 17.5 36.9 35.8 38.1 1283
Subordinated capital 29.2 40.0 — 28.8 98.0

The following overview shows the future contractually agreed gross payments for the
financial instruments in the Group's portfolio as at the earliest possible date, as well as the
expected maturity structure for the liability items resulting from insurance contracts:
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CONTRACTUALLY AGREED CASH FLOWS 2009

UPTO 3 MONTHS 1710 5710 1010 1510 MORE THAN
3 MONTHS TO 1 YEAR 5 YEARS 10 YEARS 15 YEARS 20 YEARS 20 YEARS
€000's 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009
Derivative financial instruments* 49,361 33,621 205,126 -38,956 -106,186 -12,412 2,255
Derivative financial assets
and liabilities at fair value
through profit or loss 26,291 56,019 176,502 86,974 -15,113 861 14,852
Positive and negative market value
of hedges 23,070 -22,398 28,624 -125,930 -91,073 -13,273 -12,597
Liabilities 5,837,991 19,247,105 4,179,141 3,057,019 534,840 131,256 57,033
Certificated liabilities 29,683 149,954 773,079 445,438 18,644 — —
Liabilities to banks 1,069,360 4,337,699 807,342 657,985 12,138 — —
Liabilities to customers 4,332,313 14,733,135 2,587,792 1,951,243 504,058 131,256 25,520
Deposits from home loan and savings
business, and other savings deposits 1,294,256 14,296,528 289,196 36,836 — — —
Other deposits 3,038,057 436,607 2,298,596 1,914,407 504,058 131,256 25,520
Other liabilities 406,635 26,317 10,928 2,353 — — 31,513
Subordinated capital 13,551 33,908 143,700 346,299 25,276 7,732 —
Irrevocable loan commitments 1,312,981 — 138 — — — —
ToTAL 7,213,884 19,314,634 4,528,105 3,364,362 453,930 126,576 59,288
1 Negative amounts result from net cash inflows.
EXPECTED MATURITY OF AMOUNTS RECOGNISED IN THE STATEMENT OF FINANCIAL POSITION 2009
UPTO 3 MONTHS 1710 5710 1010 15710 MORE THAN
3 MONTHS TO 1 YEAR 5 YEARS 10 YEARS 15 YEARS 20 YEARS 20 YEARS
€000's 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009
Liabilities from
reinsurance business 70,783 — — — — — —
Liabilities to customers
from direct insurance business 86,447 140,601 151,572 129,327 64,902 35,618 47,102
Technical provisions 1,086,779 2,289,482 7,771,690 6,207,213 3,506,018 1,992,082 3,601,203
Provision for future policy
benefits for life insurance 475,182 1,728,074 7,290,464 5,922,728 3,337,368 1,837,141 3,204,739
Provision for loss and loss
adjustment expenses 571,623 543,235 376,221 168,604 97,428 97,428 133,137
Provisions for unit-linked
life-insurance contracts 16,822 16,378 105,005 115,881 71,222 57,513 263,327
Other
technical provisions 23,152 1,795 — — — — —
ToTAL 1,244,009 2,430,083 7,923,262 6,336,540 3,570,920 2,027,700 3,648,305
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CONTRACTUALLY AGREED CASH FLOWS 2008

UPTO 3 MONTHS 1To0 5710 10T0 15710 MORE THAN
3 MONTHS TO 1 YEAR 5 YEARS 10 YEARS 15 YEARS 20 YEARS 20 YEARS
€000's 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008
Liabilities 6,360,273 15,118,158 4,842,854 3,677,105 458,096 171,555 83,057
Certificated liabilities 472,870 623,878 567,156 602,080 16,754 10,526 —
Liabilities to banks 2,764,103 996,421 1,391,955 797,057 31,418 4 —
Liabilities to customers 2,684,443 13,428,533 2,877,279 2,277,968 409,924 161,025 51,121
Deposits from home loan and savings
business, and other savings deposits 1,396,520 12,392,377 659,002 25,659 — — —
Other deposits 1,287,923 1,036,156 2,218,277 2,252,309 409,924 161,025 51,121
Other liabilities 438,857 69,326 6,464 — — — 31,936
Financial liabilities at fair value
through profit or loss 52,544 38,610 109,255 36,537 4,692 - 593 - 527
Negative market value
of hedges 2,456 14,070 32,740 28,026 19,361 7,204 4,773
Subordinated capital 48,677 28,996 199,073 344,424 52,798 8,250 —
Irrevocable loan commitments 975,864 — — — — — —
Financial guarantee contracts — — — — — — —
ToTAL 7,439,814 15,199,834 5,183,922 4,086,092 534,947 186,416 87,303

EXPECTED MATURITY OF AMOUNTS RECOGNISED IN THE STATEMENT OF FINANCIAL POSITION 2008

UPTO 3 MONTHS 1710 5710 1010 1510 MORE THAN

3 MONTHS TO 1 YEAR 5 YEARS 10 YEARS 15 YEARS 20 YEARS 20 YEARS
€000's 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008
Liabilities from reinsurance business 50,011 — — — — — —
Liabilities to customers
from direct insurance business 70,311 63,053 151,053 126,538 62,403 33,885 44,826
Technical provisions 1,056,923 2,361,003 7,852,814 6,267,995 3,554,434 1,997,344 3,420,613
Provision for future policy
benefits for life insurance 464,427 1,674,605 7,107,506 5,950,660 3,357,706 1,824,693 3,068,406
Provision for loss and
loss adjustment expenses 564,547 665,527 656,300 212,817 127,633 127,633 166,596
Provisions for unit-linked
life-insurance contracts 6,242 18,923 89,008 104,518 69,095 45,018 185,611
Other
technical provisions 21,707 1,948 — — — — —

ToTAL 1,177,245 2,424,056 8,003,867 6,394,533 3,616,837 2,031,229 3,465,439
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Equity management

Wustenrot & Wirttembergische AG, as the holding company, is responsible for W&W Group's
capital management. On the one hand, it receives dividends and profit transfers: and on the
other hand, it carries out corporate actions such as capital increases and reductions, and
grants loans to Group companies.

The main objectives of equity management are an efficient allocation of equity and an
adequate return on equity as reported under IFRS. In order to ensure that this objective is
reached, return on equity (ROE) targets are set for the W&W Group and the individual
subsidiaries, with these targets being derived on the basis of the relevant IFRS equity.

As at 31 December 2009, the W&W Group's equity as reported in accordance with IFRS
amounted to € 2,647.3 million (2008: € 2,337.6 million). The changes of the individual
components of equity are shown in the statement of changes in equity.

Further objectives of capital management are ensuring the risk-bearing capacity on the basis
of internal risk-bearing capacity models of the W&W Group as well as meeting the regulatory
minimum capital requirements, which are defined by the provisions of the German Banking
Act (Kreditwesengesetz, KWG), the German Insurance Supervisory Law
(Versicherungsaufsichtsgesetz, VAG) and the German Solvency Regulation for Financial Groups
(Finanzkonglomeratesolvabilitatsverordnung, FkSolV). Furthermore, the W&W Group has
defined target solvency ratios for the major subsidiaries and on Group level in order to
proactively anticipate the increasing regulatory capital requirements.

Another capital requirement is that the W&W Group in aggregate as well as the individual
subsidiaries on a standalone basis must have sufficient equity so that a financial strength
rating of at least "A" is possible. Within the scope of an efficient capital management, the
W&W Group also employs subordinated capital for the purposes of meeting the regulatory
solvency requirements.

(52) REGULATORY SOLVENCY

The insurance companies and the credit and financial services institutions of the W&W Group
are subject to supervision on the level of the individual company by the German Federal
Financial Supervisory Authority (Bundesanstalt fir Finanzdienstleistungsaufsicht, BaFin) and
the Deutsche Bundesbank pursuant to the VAG, the KWG and the applicable provisions of the
country of incorporation of the supervised foreign companies of the W&W Group. This
supervision represents the basis for the capital requirements applicable to these companies.

Wistenrot & Wirttembergische AG ensures that all supervised subsidiaries comply with the
minimum regulatory capital requirements. In this context, equity capital, subordinated capital
and profit-participation certificates represent the basis for capital management in accordance
with the regulatory standards.

At Wistenrot Bank AG Pfandbriefbank, subordinated liabilities are classified as regulatory own
funds and meet the requirements of Section 10 (5a) of the German Banking Act (KWG).
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The subordinated liabilities of Wirttembergische Versicherung AG and of Wirttembergische
Lebensversicherung AG qualify as regulatory own funds pursuant to Section 53c (3) Number
3b of the German Insurance Supervisory Law (Versicherungsaufsichtsgesetz, VAG).

Moreover, profit-participation certificates can be used to additionally support the liable equity
capital if it meets the requirements set out in Section 10 (5) of the KWG (i.e. repayment is due

at least after two years).

In the year under review, all companies of the W&W Group that are subject to supervision
have fulfilled the regulatory minimum capital requirements.

The following table shows the regulatory capital ratios of the material companies:

AVAILABLE SOLVENCY
OWN FUNDS REQUIREMENT
PURSUANT TO VAG/KWG  PURSUANT TO VAG/KWG RATIO
2009 2008 2009 2008 2009 2008
€mn €mn €mn €mn in% in%
Wistenrot & Wiirttembergische AG 1,674.9 1,528.2 411 40.1 4,075.0 3,811.0
Wistenrot Bausparkasse AG 739.3 711.7 6,466.3 5,746.3 11.4 12.4
Wistenrot Bank AG
Pfandbriefbank 552.2 565.9 5,579.3 5,887.3 9.9 9.6
Wirttembergische
Versicherung AG 305.6 323.0 190.3 200.3 161.0 161.0
Wirttembergische
Lebensversicherung AG 1,618.8 1,751.7 979.2 969.8 165.0 181.0
Wirttembergische
Krankenversicherung AG 14.1 7.8 7.3 6.1 193.0 128.0

In addition to supervision on individual company level, insurance companies of the

W&W Group are subject to additional supervision due to the fact that they together represent
an insurance group. In the year under review, the insurance group complied with the
regulatory minimum capital requirements. The solvency ratio for the insurance group,
including all material equity investments as at the balance sheet date, is 243%.

Based on a letter dated 23 February 2007, the BaFin classified the W&W Group as a financial
conglomerate, with Wistenrot & Wirttembergische AG being the controlling company.
Therefore, Wistenrot & Wirttembergische AG has to ensure that the regulatory requirements
for financial conglomerates as defined by the provisions of the KWG, the VAG and the FkSolV
are complied with. These requirements include, among other things, that the W&W Group as
the financial conglomerate must hold regulatory own funds that satisfy the regulatory
minimum capital requirements. In the financial year 2008, the financial conglomerate

W&W Group complied with the regulatory minimum capital requirements. The solvency ratio
for the financial conglomerate, including all material equity investments as at the balance
sheet date, is 127%.
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Internal calculations on the basis of preliminary data for 2009, as well as on the basis of the
projections or planning figures for 2009 and 2010, show that the regulatory minimum capital
requirements in the W&W Group as a financial conglomerate will be met.

(53) RISK-BEARING CAPACITY MODELS

In order to reconcile the risks identified on company level to a quantitative assessment of the
overall risk profile, we have developed a Group-wide risk- and present-value-based risk-bearing
capacity model, which is continuously optimised and expanded upon validation. This involves
aggregating material risks in the W&W Group

to a total amount and a comparison with the funds available for risk cover. As at 31 December
2009, our internal model shows, on Group level, that there are sufficient funds available for
risk cover in line with the previous years.

The model enables a quantitative evaluation of all material risks and represents the overall risk
profile in the W&W Group and on individual company level. Management is informed on a
timely basis in case action is needed, and details for risk-compensating or risk-reducing
measures are provided. The model provides the basis for the definition of risk limits and serves
the purpose of achieving the goal of risk-based corporate management.

Return targets
For the year 2009, the ROE target set for the W&W Group is 9.0% (after taxes).

By continuous extrapolations and comparisons of actual and plan data during the year, we
ensure that deviations from the ROE target in the Group and in the business segments are
identified and corresponding measures can be initiated. For this purpose, we break down the
ROE target for the entire Group to the operating business segments of the W&W Group.

(54) EXTERNAL RATING

The W&W Group's minimum target for the financial strength rating is "A". Therefore, the
target for capital management of Wiistenrot & Wirttembergische AG is to ensure that the
overall group as well as the individual subsidiaries have the required equity capital. We refer to

the Group management report for information on the W&W Group's current ratings (page 19).
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Other information

(55) ASSETS PLEDGED AS SECURITY
The Group has pledged assets as security for the following liabilities:

€000's 31 Dec 2009 31 Dec 2008

Liabilities to banks 3,668,076 2,840,014

The following assets have been pledged as security:

€000's 31 Dec 2009 31 Dec 2008
Loans and advances to banks 306,325 218,980
Loans and advances to customers 791,488 940,706
Available-for-sale financial assets 6,837,506 4,022,121
ToTAL 7,935,319 5,181,807

Loans and advances to banks were pledged as security for securities and forward transactions.
The instruments reported as available-for-sale financial assets are securities for open-market
transactions deposited at the European Central Bank.

Loans and advances to customers mainly comprise high quality residential building loans. The
underlying framework agreements generally provide for an assignment of these loans to the
refinancing banks.

In addition, insurance liabilities of the German direct insurers of the W&W Group are covered
with assets (financial instruments as well as property) belonging to separate guarantee assets,
pursuant to the legal requirements. The assets allocated to the separate guarantee assets are
of senior rank, and accordingly available to satisfy the claims of policyholders.
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(56) LEASES

In the financial years 2009 and 2008, the Group entered into finance leases and operating

leases only as lessee.

2009 MORE THAN 5

UPTO 1 YEAR 1710 5 YEARS YEARS ToTAL
€000's 31 Dec 2009 31 Dec 2009 31 Dec 2009 31 Dec 2009
Finance leases
Minimum lease payments 3,600 12,650 14,752 31,002
Interest effects 171 1,925 4,799 6,895
Present value of minimum lease payments 3,429 10,725 9,953 24,107
Operating leases
Minimum lease payments 32,369 60,813 — 93,182
2008 MORE THAN 5

UPTO 1 YEAR 1710 5 YEARS YEARS ToTAL
€000's 31 Dec 2008 31 Dec 2008 31 Dec 2008 31 Dec 2008
Finance leases
Minimum lease payments 3,615 13,361 17,641 34,617
Interest effects 172 2,036 6,001 8,209
Present value of minimum lease payments 3,443 11,325 11,640 26,408
Operating leases
Minimum lease payments 17,701 10,463 — 28,164

Finance leases only exist for properties. The lease agreements for buildings have a term of 22.5
years upon contract conclusion. Purchase options at the end of the term have been agreed.

There were no non-cancellable subleases from finance leases.

Operating leases exist for mainframe computers, mainframe-related hardware and software,

printers as well as copiers. The agreements have terms of up to four and a half years, in
accordance with the useful life of the devices. The increase in minimum lease payments is

primarily attributable to an expanded lease agreement of W&W Informatik GmbH for

hardware and software.

In the year under review, minimum lease payments from operating leases amounted to

€ 16.8 million (2008: € 19.0 million).

Contingent rents were not recorded in the financial years 2009 and 2008 for finance and
operating leases. There were also no restrictions for these transactions imposed by lease

agreements.
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(57) CONTINGENT LIABILITIES AND OTHER OBLIGATIONS

Contingent liabilities

€000's 31 Dec 2009 31 Dec 2008
Contingent liabilities from banking business 1,268,633 924,050
Contingent liabilities from insurance business 248,301 280,275
Other contingent liabilities 29,278 20,133
CONTINGENT LIABILITIES 1,546,212 1,224,458

CONTINGENT LIABILITIES FROM BANKING BUSINESS

€000's 31 Dec 2009 31 Dec 2008
Credit guarantees 6,804 6,706
Irrevocable loan commitments 1,261,829 917,344
CONTINGENT LIABILITIES FROM BANKING BUSINESS 1,268,633 924,050

Irrevocable loan commitments represent remaining obligations from committed loans that
were not drawn at all (or not drawn in the full amount), together with current account
overdrafts. Interest rate risks with respect to irrevocable loan commitments only exist to a
limited degree, due to their short terms.

Wustenrot Bank AG Pfandbriefbank and Wistenrot Bausparkasse AG are members of the
investor compensation scheme of the Association of German Banks
(Entschadigungseinrichtung deutscher Banken GmbH). In addition, Wistenrot Bank AG
Pfandbriefbank is a member of the deposit protection fund of the Association of German
Public Sector Banks (Einlagensicherungsfonds des Bundesverbandes deutscher Banken) which
covers liabilities to customers. Wiistenrot Bausparkasse AG is also a member of the deposit
protection fund of German home loan and savings banks (Bausparkassen-
Einlagensicherungsfonds e.V.). Membership in deposit protection funds and investor
companies schemes may result in additional funding obligations for the members.

As in the prior year, drawdowns from placement and assumption obligations did not exist as
at 31 December 2009.

CONTINGENT LIABILITIES FROM INSURANCE BUSINESS

Due to the membership of some insurance companies of the W&W Group in the German
Association for Road Casualties (Verkehrsopferhilfe e. V.), these companies have obligations to
provide to the association the funds necessary to achieve its purpose. The amount of the
contribution corresponds to the premiums earned by the member companies from the direct
insurance business in the calendar year before last.
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The membership in the Institute of London Underwriters (ILU) results in a maximum
contingent liability of GBP 0.6 million (2008: GBP 0.6 million) on the part of the
Wirttembergische Versicherung AG in case that the ILU is not able to meet some or all of its
obligations. Therefore, Wirttembergische Versicherung AG has issued a letter of credit in
favour of ILU.

Pursuant to Sections 124 et seqq. of the VAG, German life and health insurance companies are
required to be members of an insurance guarantee scheme (Sicherungsfonds). ARA
Pensionskasse AG has become a member of the insurance guarantee scheme on a voluntary
basis pursuant to Section 124 (2) of the VAG. The insurance guarantee scheme collects annual
contributions in the maximum amount of 0.2 per thousand of the sum total of the net
technical provisions, based on the funding regulations of the insurance guarantee scheme for
the life insurance segment, until the guarantee assets have reached an amount of 1% of the
sum total of the net technical provisions. The resulting future obligations amount to

€ 0.4 million (2008: € 6.9 million) for the life and health insurance providers of the

W&W Group.

Furthermore, the insurance guarantee scheme may collect special contributions in the amount
of an additional 1% of the sum total of net technical provisions; this corresponds to an
obligation of € 24.6 million (2008: € 27.0 million)

In addition, the life insurers and the pension fund of the W&W Group have undertaken to
provide funds to the insurance guarantee scheme or, alternatively, to the Protektor
Lebensversicherungs-AG if the funds of the insurance guarantee scheme are not sufficient in
case of financial reorganisation. The obligation amounts to 1% of the sum total of the net
technical provisions, taking into account the contributions made to the insurance guarantee
scheme up to that date. Taking into account the above-mentioned payment obligations from
the contributions to the insurance guarantee scheme, the total obligation amounts to

€ 222.2 million (2008: € 249.6 million) as at the balance sheet date.

Waiver of recourse and declaration of indemnity

Pursuant to the existing waiver of recourse and declaration of indemnity, the Company waives
any potential claims for recourse against agents if a claim is asserted due to an agent's mis-
selling in connection with the brokerage of insurance products distributed by the Company or
subsequent customer support services, unless it is attributable to wilful intent and the loss is
covered by liability insurance. The Company also offers indemnity in the case of mis-selling
with respect to the agent's individual liability in connection with the brokerage of insurance or
financial services products of the W&W Group, a cooperation partner of one these insurance
companies, or in the course of any further advisory services provided for one of these
companies or cooperation partners. The minimum sum insured is limited to € 200 thousand
per loss event and to € 300 thousand per year, in the case of losses in connection with mis-
selling in connection with the brokerage of insurance policies to € 1,000 thousand per loss
event and to € 1,500 thousand per year.
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(58) RELATED PARTY DISCLOSURES
Controlling Group company

The main shareholder of Wistenrot & Wirttembergische AG is Wistenrot Holding AG,
Ludwigsburg, which owns 67.32% of the share capital of Wistenrot & Wirttembergische AG.
Other shareholders include Landesbank Baden-Wirttemberg, Stuttgart (9.37%),

UniCredit S.p.A., Milan (7.54%), Schweizerische Riickversicherungs-Gesellschaft AG,

Zurich (4.68 %) as well as Landeskreditbank Baden-Wirttemberg - Forderbank (L-Bank),
Stuttgart (4.99%). The remaining 6.10% of the shares are held in free float.

Disclosures on the remuneration of the Management Board (remuneration report)

The remuneration system of the Management Board consists of a fixed salary, a fixed
allowance and a performance-based bonus.

The performance-based bonus is linked to a target arrangement system. The bonus to be paid
out to a Management Board member for any past financial year depends on whether the
related company targets and individual targets are achieved. The company targets correspond
to the annual planning as resolved by the Supervisory Board of W&W AG. The individual
targets are determined mutually in cooperation with the relevant Management Board
member and the Supervisory Board. Generally, the Supervisory Board and its Human Resources
Committee have the right to exercise discretion with respect to the final determination of the
respective bonus amount. The entire remuneration concept allows a measurement of the
variable remuneration components that is more closely related to success factors and based
on operational targets, resulting in a highly performance-oriented remuneration.

There are no subscription rights or other share-based remuneration components in the
WE&W Group.

RETIREMENT BENEFITS

There are various regulations on retirement benefit plans with the members of the
Management Board. One member of the Management Board has a pension plan which is
exclusively funded through defined contributions.

For one member of the Management Board appointed earlier, the agreed defined benefit plan
still applies. The retirement benefits are measured based on a percentage of the fixed salary
and are largely funded by the former employer. There are no retirement benefit arrangements
with two members of the Management Board; one of these two Board members has been
granted a defined benefit commitment by another Group company. Pensions are generally
granted upon completion of the 65th year of age, from the 61st year of age in case of a
preliminary redundancy, and in case of a disability of service. For one member of the
Management Board appointed earlier, pensions are agreed to be granted from the 62nd year
of age. This rule also applies in case of a preliminary redundancy and in case of a disability of
service.

Current service costs for the retirement benefit commitments amounted to € 220 thousand
(2008: € 163 thousand) in the year under review. Past service costs were not incurred in the
year under review. These benefits represent long-term post-employment benefits. There are
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no benefits for which a third party has made a commitment in favour of a member of the
Management Board to be paid in return for his or her service for the Group, or which were
granted in the year under review or in the prior year.

NON-CASH REMUNERATION/ANCILLARY BENEFITS
Ancillary benefits to members of the Management Board consist of a company car, a group
casualty insurance policy, as well as baggage insurance.

OTHER ARRANGEMENTS

Against the backdrop of the change in governance structures in the W&W Group as at 1
August 2009 and the resulting conclusion of contracts, severance payment caps were agreed
with Dr Michael Gutjahr and Klaus Peter Frohmiiller applying in cases of an early termination
of a contract not for cause. In this case, the payments to the members of the Management
Board, including ancillary benefits, each correspond to an amount not exceeding the value of
remuneration for two years (severance payment cap) and do not exceed the remuneration for
the remaining term of the contract. The severance payment cap is calculated on the basis of
the entire remuneration paid for the calendar year (fixed salary, allowance and performance-
based bonus) preceding the calendar year in which the Board activity ends.

In addition, a change-of-control clause has been agreed with Klaus Peter Frohmdiller. If the
Company's ownership situation changes to the extent that one shareholder who today holds
no shares or less than 50% of the shares, acquires more than 50% of the shares, Klaus Peter
Frohmuller is authorised to early terminate his contract unilaterally and early. In this case, he
will receive a one-off payment for the termination of the contract in the amount of the
remuneration to be paid until the regular end of the contractual term, but not more than
150% of the severance payment cap.

Based on the resolution of the Annual General Meeting on 14 June 2006, we elect not to
disclose the individual remuneration of the members of the Management Board for a period of
five years, beginning with the financial year 2006, pursuant to Section 286 (5) of the HGB.

The expense for the total remuneration of the Management Board in the financial year 2009
amounted to € 2,496 thousand (2008: € 2,906 thousand). The breakdown of these short-term
benefits into performance-based and non-performance-based remuneration is presented in
the table below.

NON-
PERFORMANCE-  PERFORMANCE-
BASED BASED
REMUNERATION  REMUNERATION OTHER ToTAL
€000's
Active members of the Management Board 1,364 792 340 2,496

In the year under review, provisions for expected remuneration were recognised in the amount
of € 1,213 thousand (2008: € 1,250 thousand). An amount of € 254 thousand (2008:

€ 312 thousand) relates to the remuneration for activities as Supervisory Board members in
Group companies.
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In the financial year 2008, remuneration payments totalled € 2,279 thousand (2008:

€ 2,072 thousand), of which € 1,554 thousand (2008: € 1,293 thousand) related to non-
performance-based components, € 640 thousand (2008: € 731 thousand) to performance-
based components and € 85 thousand (2008: € 47 thousand) to ancillary benefits. A provision
of € 1,250 thousand had been recognised in the financial year 2008 for remuneration paid in
2009. In addition, the Company did not grant or pay any other not yet disbursed remuneration,
remuneration converted into claims of another type, remuneration used to increase the
amount of other claims or other remuneration that have not yet been disclosed in previous
annual financial statements.

As before, the Company has not extended advances or loans to members of the Management
Board. There were no contingencies.

The total remuneration attributable to former members of the Management Board amounted
to € 1,788 thousand (2008: € 1,977 thousand) in the year under review, of which

€ 202 thousand (2008: € 225 thousand) relates to the remuneration of surviving dependents.
There were no other obligations of the W&W Group with respect to benefits in favour of
former members of the Management Board, members of the Supervisory Board and their
surviving dependents in form of severance pay, pensions, remuneration to surviving
dependents or other related benefits in the year under review.

An amount of € 19,485 thousand (2008: € 19,086 thousand) was recognised as a provision for
retirement benefit obligations to former members of the Management Board and their
surviving dependents.

The period of service of Dr Alexander Erdland, Chairman of the Management Board, ends in
February 2011, that of Klaus Peter Frohmiiller, Management Board member, in September
2011, and that of Management Board members Dr Michael Gutjahr and Dr Jan Martin Wicke
in August 2012, unless the contracts are prolonged.

Disclosures on the remuneration of the Supervisory Board

The remuneration of the Supervisory Board is generally paid in form of a fixed remuneration
subject to top-up amounts for the Chairman, the Deputy Chairman and membership in
committees as well as a variable, performance-based bonus. The fixed remuneration payable
after the end of the financial year amounts to € 7.5 thousand. The bonus amounts to

€ 0.8 thousand for each 0.5% of the dividend to be paid out to the shareholders for the past
financial year that exceeds 2% of the share capital. Remuneration and bonus for the Chairman
and the Deputy Chairman are twice the fixed remuneration amount for the Chairman and

1.5 times the fixed remuneration amount for the Deputy Chairman.

The fixed remuneration is increased by one third of the fixed amount for each membership in
one or more Supervisory Board committees. The additional remuneration for committee
membership is equivalent to twice the above-mentioned top-up amount for the Chairman and
1.5 times the amount for the Deputy Chairman.
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For the financial year 2009, the members of the Supervisory Board of

Wistenrot & Wirttembergische AG received a total remuneration from the Company in the
amount of € 512 thousand (2008: € 469 thousand). Of that amount, € 222.3 thousand (2008:
€ 200 thousand) relates to fixed remuneration and € 38 thousand (2008: € 59 thousand) to
further offices held in Group companies. In line with the dividend proposal, the Company has
recognised a provision in the amount of € 252.2 thousand (2008: € 210 thousand) for bonuses
for the financial year 2009, which are paid in the following year 2010. Former members of the
Supervisory Board of Wistenrot & Wirttembergische AG received a pro-rata remuneration
from the Company in the amount of € 19.7 thousand for the financial year 2009. These
benefits represent short-term benefits.

Expenses incurred and the value-added tax attributable to the Supervisory Board
remuneration are additionally reimbursed to the members of the Supervisory Board upon
request. However, they are not included in the above-mentioned expenses.

Advances and loans to members of the Supervisory Board of

Wistenrot & Wirttembergische AG were granted in an amount of € 536 thousand (2008:

€ 593 thousand). The loans were granted by Group companies at interest rates ranging from
3.3% to 6.3%. Repayments received for loans granted to members of the Supervisory Board
amounted to € 18 thousand (2008: € 83 thousand) No contingencies existed in favour of these
persons.

There are no subscription rights or other share-based remuneration components for members
of the Supervisory Board in the W&W Group. No provisions had to be recognised for current
pension payments or benefits for Supervisory Board members or their surviving dependents.

No remuneration was paid or benefits granted by the Company to members of the
Supervisory Board in return for services provided individually, such as consulting and
arrangement services.
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NAME
WUSTENROT & WURTTEMBERGISCHE AG GROUP ToTAL
REMUNERA-
FIX BASIC
TION FOR VARIABLE ToTAL
REMUNERA-
THON COMMITTEE  REMUNERA-  REMUNERA-
ACTIVITIES TION TION
€000's 2009 2009 2009 2009 2009 2009
Hans Dietmar Sauer
(Chairman) 15.0 35.0 28.8 78.8 — 78.8
Rolf Henrich
(Deputy Chairman) 11.3 11.3 21.6 44.2 26.0 70.2
Christian Brand 7.5 2.5 14.4 24.4 — 24.4
Hans Peter Braun 7.5 2.5 14.4 24.4 — 24.4
Wolfgang Dahlen 7.5 2.5 14.4 24.4 — 24.4
Gunter Ernst 7.5 — 14.4 21.9 — 219
Dr Rainer Hagele 47 3.1 9.0 16.8 — 16.8
Dr Reiner Hagemann 7.5 2.5 14.4 244 — 244
Kirsten Hermann 7.5 2.3 14.4 24.2 — 24.2
Dr Wolfgang Knapp 4.7 1.6 9.0 15.3 — 15.3
Dr Ulrich Ruetz 7.5 7.5 14.4 294 — 29.4
Matthias Schell 7.5 2.3 14.4 24.2 — 24.2
Joachim E. Schielke 7.5 2.5 14.4 24.4 — 24.4
Walter Specht 7.5 5.0 14.4 26.9 — 26.9
Frank Weber 7.5 4.8 14.4 26.7 12.0 38.7
Christian Zahn 7.5 2.5 14.4 24.4 — 24.4
SUBTOTAL 125.7 87.9 241.2 454.8 38.0 492.8
Helmut Schieber
(former member) 29 1.9 5.5 10.3 — 10.3
Prof Dr Adolf Wagner
(former member) 2.9 1.0 5.5 9.4 — 9.4

TOTAL REMUNERATION OF THE
SUPERVISORY BOARD 1315 90.8 252.2 474.5 38.0 512.5
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Total remuneration for key executive staff

The total remuneration for key executive staff of Group Management (Management Board
and Supervisory Board of Wiistenrot & Wiirttembergische AG) amounted to € 4,191 thousand
(2008: € 3,538 thousand). Of that amount, € 3,845 thousand (2008: € 3,375 thousand) related
to short-term benefits, € 346 thousand (2008: € 163 thousand) to long-term benefits and

€ 276 thousand (2008: € 0 thousand) to termination benefits.

Other disclosures

Within the course of its ordinary activities concerning the Group companies, transactions are
entered into with members of key executive staff of Wistenrot & Wurttembergische AG. The
transactions referred to business relationships in the areas of home loan and savings and the
banking business, as well as life and property casualty insurance. Premiums amounted to

€ 65.9 thousand (2008: € 62 thousand). In addition, there was one transaction within the
property development business in the amount of € 830 thousand (2008: € 0 thousand).

All transactions were entered into on an arm's length basis at preferential terms and
conditions customary in the industry.

Receivables from and liabilities to related companies

The companies of the W&W Group maintain various business relationships with related
companies.

An agreement has been concluded between Wiistenrot Holding AG and W&W AG on the
assignment and use of trademarks. W&W AG pays an annual fee of € 2.5 million plus VAT for
the use of Wiistenrot trademarks to Wiistenrot Holding AG. The agreement on the
assignment and use of trademarks results in a financial liability of € 30.1 million (2008:

€ 31.2 million) to Wiistenrot Holding AG as at 31 December 2009.

In addition, the business relationships with Wistenrot Holding AG entirely relate to banking
services rendered by Wustenrot Bank AG Pfandbriefbank. The transactions were carried out at
anarm's length basis.

Receivables from and liabilities to the other related companies are also based on banking
services received and, to a lesser extent, other services received, which were also carried out at
anarm'’s length basis.

The balances of receivables and liabilities as at the reporting date are as follows:
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€000's 31 Dec 2009 31 Dec 2008
Loans and advances to customers 188 197
Wistenrot Holding AG = 4
Related companies 188 193
Other receivables 17,005 18,492
Wistenrot Holding AG 233 52
Related companies 16,772 17,444
Associates — 996
Receivables from related companies 17,193 18,689
Liabilities to customers 19,757 24,609
Wistenrot Holding AG 3,430 4,233
Related companies 16,327 11,451
Associates — 8,925
Other liabilities 47,910 50,930
Wiistenrot Holding AG 30,094 31,159
Related companies 17,816 19,771
Liabilities to related companies 67,667 75,539

Expenses and income from transactions with related companies and other related

persons

As is the case with receivables from and liabilities to related companies and other related
parties, expenses (=) and income (+) mainly result from banking and other services based on an

arm's length basis.

€000's 31 Dec 2009 31 Dec 2008
Wiistenrot Holding AG -1,818 —2,715
Related companies 2,673 10,408
Associates — 12,911
Other related parties 149 22
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(59) NUMBER OF EMPLOYEES
The W&W Group employed 8,267 (2008: 8,134) employees (full-time equivalents). The number
of employees as at the balance sheet date was 9,819 (2008: 9,806).

In the year 2009, 8,157 (2008: 8,265) persons were employed on average. This average figure is
calculated as the arithmetic mean of the end-of-quarter figures between 31 March 2009 and
31 December 2009, as well as in the relevant prior-year period. The change in the average
number of employees is largely attributable to the reduction of full-time equivalents at
Wustenrot Bausparkasse AG and Wurttembergische Versicherung AG.

Of the people employed on average for the year, 2,108 (2008: 2,406) employees were
attributable to the Home Loan and Saving segment, 961 (2008: 959) to the Banking Business
segment, 4,134 (2008: 4,227) to the Property/Casualty Insurance segment and 953 (2008: 672)
to other segments.

(60) AupITORS

The Supervisory Board of Wistenrot & Wirttembergische AG has appointed
PricewaterhouseCoopers AG Wirtschaftsprifungsgesellschaft as auditors of the consolidated
financial statements. Expenses for services of the auditors in the W&W Group amounted to
€ 4,694 thousand (2008: € 4,838 thousand) in the year under review. Of that amount,

€ 3,316 thousand (2008: € 3,509 thousand) related to the audit of financial statements,

€ 1,132 thousand (2008: € 796 thousand) to other assurance and valuation services,

€ 0thousand (2008: € 17 thousand) to tax advisory services and € 246 thousand (2008:

€ 516 thousand) to other services.

(61) EVENTS AFTER THE BALANCE SHEET DATE

The losses incurred for the W&W Group from the Xynthia storm on 28 February 2010 is
expected to amount to € 7-11 million after taxes. This estimate is associated with a high
degree of uncertainty as the loss event is very recent.

(62) CORPORATE GOVERNANCE CODE

The members of the Management Board and of the Supervisory Board of our listed companies
Wistenrot & Wirttembergische AG, Stuttgart, and Wirttembergische Lebensversicherung
AG, Stuttgart, have issued the declaration of compliance with the German Corporate
Governance Code in accordance with Section 161 of the German Stock Corporation Act
(Aktiengesetz, AktG). The declaration has been made permanently available to shareholders on
the website of the W&W Group, at www.ww-ag.com/corporate-governance.

(63) GROUP AFFILIATION

The consolidated financial statements of Wistenrot & Wirttembergische AG, Stuttgart,
represent subgroup consolidated financial statements and are included in the consolidated
financial statements of Wiistenrot Holding AG, Ludwigsburg, which holds the majority in
Wistenrot & Wirttembergische AG, Stuttgart. The consolidated financial statements of
Wistenrot Holding AG, Ludwigsburg, and the subgroup consolidated financial statements of
Wustenrot & Wurttembergische AG, Stuttgart, are published in the German electronic Federal
Gazette.
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List of companies included in the consolidated financial statements

The scope of consolidation includes, apart from the parent company

Wustenrot & Wurttembergische AG, the following subsidiaries as well as mutual and special
funds. In addition, the associates shown in the table thereafter are included in the
consolidated financial statements using the equity method.

SUBSIDIARIES

NAME AND REGISTERED OFFICE
PROPORTION OF
SHAREIN  VOTING POWER

CAPITAL' HELD?
in%
3B Boden-Bauten-Beteiligungs-GmbH, Ludwigsburg 100 100
Allgemeine Rentenanstalt Pensionskasse AG, Stuttgart 100 100
Berlin Leipziger Platz Grundbesitz GmbH, Stuttgart 100 100
City Immobilien GmbH & Co. KG der Wiirttembergischen, Stuttgart 100 100
Karlsruher Lebensversicherung AG, Karlsruhe 82.3 82.3
LP 1 Beteiligungs-GmbH & Co. KG, Stuttgart 100 100
Wohnimmobilien GmbH & Co. KG der Wiirttembergischen, Stuttgart 100 100
Wirttembergische Immobilien AG, Stuttgart 100 100
Wirttembergische Krankenversicherung AG, Stuttgart 100 100
Wirttembergische Lebensversicherung AG, Stuttgart 72.42 72.42
Wirttembergische Versicherung AG, Stuttgart 100 100
Wiistenrot Bank AG Pfandbriefbank, Ludwigsburg 100 100
Wistenrot Bausparkasse AG, Ludwigsburg 100 100
Wiistenrot Haus- und Stadtebau GmbH, Ludwigsburg 100 100
Wistenrot stavebni spofitelna a.s., Prague 55.92 55.92
Wistenrot hypotecni banka a.s., Prague 100 100
Wiistenrot Zivotni pojist'ovna a.s., Prague 74 74
W&W Advisory Dublin Ltd., Dublin 100 100
W&W Asset Management Dublin Ltd., Dublin 100 100
W&W Asset Management GmbH, Ludwigsburg 100 100
W&W Asset Management AG, Luxembourg 100 100
W&W Europe Life Limited, Dublin 100 100
W&W Gesellschaft fir Finanzbeteiligungen mbH, Stuttgart 100 100
W&W Informatik GmbH, Ludwigsburg 100 100
W&W Service GmbH, Stuttgart 100 100

1 Sharein capital = shares held directly and indirectly, including indirect non-controlling interests.
2 Proportion of voting power held = ratio of the total nominal value of ordinary shares held and voting share capital.
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MUTUAL AND SPECIAL FUNDS

WUSTENROT & WURTTEMBERGISCHE AG

NAME AND REGISTERED OFFICE

SHARE IN

CAPITAL!
in%
BWK-Fonds 15, Stuttgart 100
BWK-Fonds 69, Stuttgart 100
BWK-Fonds 93, Stuttgart 100
BWInvest-76, Stuttgart 100
BWInvest-94, Stuttgart 100
BWinvest-Studinvest 160, Stuttgart 100
BWInvest-WVCorp Bonds Fonds, Stuttgart 100
Credit Suisse-WV Immofonds, Frankfurt 98.88
DEVIF-Fonds Nr. 13, Frankfurt 100
DEVIF-Fonds Nr. 130, Frankfurt 100
DEVIF-Fonds Nr. 203, Frankfurt 100
LBBW AM-AROS, Stuttgart 100
LBBW AM-WSV, Stuttgart 100
UIN-Fonds Nr. 567, Frankfurt 100
W&W Emerging Markets Bonds-Fonds 1, Frankfurt 100
W&W Emerging Markets Bonds-Fonds 2, Frankfurt 100
W& W Global Strategies European Equity Value, Dublin 100
W&W Global Strategies Asset-Backed-Securities Fund, Dublin 93.59
W&W Global Strategies South East Asian Equity Fund, Dublin 99.26
W&W Global Strategies US Equity Fund, Dublin 99.39
W&W International Europa Aktien Premium Il Fonds, Luxembourg 87.37
W&W International Global Convertibles Fonds, Luxembourg 97.88
W&W International US Aktien Premium Fonds, Luxembourg 100

1 Sharein capital = shares held directly and indirectly, including indirect non-controlling interests.
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COMPANIES INCLUDED IN THE CONSOLIDATED FINANCIAL STATEMENTS
USING THE EQUITY METHOD

NAME AND REGISTERED OFFICE

PROPORTION
SHARE OF VOTING
IN CAPITAL! POWER HELD?
in%

BWK GmbH Unternehmensbeteiligungsgesellschaft, Stuttgart 35 35
V-Bank AG, Munich 49.99 49.99
Tertianum Besitzgesellschaft Berlin Passauer Str. 5-7 mbH, Munich 25 25

Tertianum Besitzgesellschaft Konstanz Marktstatte 2-6 und
Sigismundstr. 5-9 mbH, Munich 25 25
Tertianum Besitzgesellschaft Minchen Jahnstr. 45 mbH, Munich 33.33 33.33
Wistenrot stambena Stedionica d.d., Zagreb 25.63 25.63
Wistenrot stavebna sporitelfia a.s., Bratislava 40 40

1 Sharein capital = shares held directly and indirectly, including indirect non-controlling interests.
2 Proportion of voting power held = ratio of the total nominal value of ordinary shares held and voting share capital.
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Responsibility Statement

To the best of our knowledge, and in accordance with the applicable reporting principles, the
consolidated financial statements give a true and fair view of the assets, liabilities, financial
position and profit or loss of the Group, and the Group Management Report includes a fair
review of the development and performance of the business and the position of the Group,
together with a description of the principal opportunities and risks associated with the
expected development of the Group.

Stuttgart, 5 March 2010
Dr Alexander Erdland

Klaus Peter Frohmdiller

P4

Dr Michael Gutjahr

LD\JU

DrJan Martin Wicke

g. [/ide



A piece of history on wheels.

Protect your belongings — just in case.

"Best for Cars" is Wiirttembergische's special insurance cover for vintage cars, 'youngtimers'
and exotic vehicles. The right solution for your vintage car —whether you like to take it out on

the road, or keep it on display in a museum. With "Best for Cars", you are protected, should the

unthinkable happen —so you can continue to enjoy your piece of automotive history.

Waustenrot and Wiirttembergische: together, we've got it covered.




2 2 q WUSTENROT & WURTTEMBERGISCHE AG

Auditors’ Report

We have audited the consolidated financial statements prepared by Wustenrot &
Wurttembergische AG, Stuttgart, comprising the statement of financial position, statement of
comprehensive income, statement of cash flows and notes, together with the Group
Management Report, for the financial year from 1 January to 31 December 2009. The
preparation of the consolidated financial statements and the Group management report in
accordance with the IFRSs, as adopted by the EU, and the additional requirements of German
commercial law pursuant to section 315a (1) of the German Commercial Code
(Handelsgesetzbuch — "HGB") are the responsibility of the Company's Management Board. Our
responsibility is to express an opinion on the consolidated financial statements and on the
group management report, based on our audit.

We conducted our audit of the consolidated financial statements in accordance with section
317 of the HGB, observing the generally accepted German standards for the audit of financial
statements promulgated by the Institute of Public Auditors in Germany (Institut der
Wirtschaftsprifer —"IDW"). These standards require that we plan and perform the audit such
that mis-statements materially affecting the presentation of the net assets, financial position
and results of operations in the consolidated financial statements in accordance with the
applicable financial reporting framework, and in the Group Management Report, are detected
with reasonable assurance. Knowledge of the business activities and the economic and legal
environment of the Group and expectations as to possible mis-statements are taken into
accountin the determination of audit procedures. The effectiveness of the accounting-related
internal control system and the evidence supporting the disclosures in the consolidated
financial statements and the Group Management Report are examined primarily on a test
basis within the framework of the audit. The audit includes assessing the annual financial
statements of those entities included in consolidation, the determination of the entities to be
included in consolidation, the accounting policies and consolidation principles used, and
significant estimates made by the Company’s Board of Managing Directors, as well as
evaluating the overall presentation of the consolidated financial statements and the Group
management report. We believe that our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.



In our opinion, based on the findings of our audit, the consolidated financial statements
comply with IFRS as adopted by the EU, and the additional requirements of German
commercial law pursuant to section 315a (1) of the HGB, and give a true and fair view of the
net assets, financial position and results of operations of the Group in accordance with these
requirements. The Group Management Report is consistent with the consolidated financial
statements, and as a whole provides a suitable view of the Group's position and suitably
presents the opportunities and risks of future development.

Stuttgart, 16 March 2010

PricewaterhouseCoopers Aktiengesellschaft
Wirtschaftsprifungsgesellschaft

.
NN, ikl

Werner Holzl Reinhard Knudeler
Wirtschaftsprifer
(German Public Auditor) Wirtschaftsprifer (German Public Auditor)
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Office addresses

WUSTENROT & WURTTEMBERGISCHE AG
Gutenbergstrasse 30, 70176 Stuttgart

Phone +49 711 662-0, Fax +49 711 662-721334
WWW.WW-ag.COI’n

Home Loan and Savings Bank Division

WUSTENROT BAUSPARKASSE AG
Hohenzollernstrasse 46, 71638 Ludwigsburg
Phone +49 7141 16-0, Fax +49 7141 16-3637
www.wuestenrot.de

WUSTENROT BANK AG PFANDBRIEFBANK
Hohenzollernstrasse 46, 71638 Ludwigsburg
Phone +49 7141 16-0, Fax +49 7141 16-4337
www.wuestenrot.de

WUSTENROT HAUS- UND STADTEBAU GMBH
Hohenzollernstrasse 12 — 14, 71638 Ludwigsburg
Phone +49 7141 149-0, Fax +49 7141 149-100
www.wuestenrot.de

Insurance Division

WURTTEMBERGISCHE LEBENSVERSICHERUNG AG
Gutenbergstrasse 30, 70176 Stuttgart

Phone +49 711 662-0, Fax +49 711 662-722520
www.wuerttembergische.de

WURTTEMBERGISCHE VERSICHERUNG AG
Gutenbergstrasse 30, 70176 Stuttgart

Phone +49 711 662-0, Fax +49 711 662-722520
www.wuerttembergische.de

WOURTTEMBERGISCHE KRANKENVERSICHERUNG AG
Gutenbergstrasse 30, 70176 Stuttgart

Phone +49 711 662-0, Fax +49 711 662-722520
www.wuerttembergische.de

ALLGEMEINE RENTENANSTALT PENSIONSKASSE AG
Gutenbergstrasse 30, 70176 Stuttgart

Phone +49 711 662-0, Fax +49 711 662-722520
www.wuerttembergische.de

WUSTENROT & WURTTEMBERGISCHE AG

KARLSRUHER LEBENSVERSICHERUNG AG
Friedrich-Scholl-Platz, 76137 Karlsruhe

Phone +49 721 353-0, Fax +49 721 353-2699
www.karlsruher.de

Service entities

W&W AsseT MANAGEMENT GMBH

Im Tambour 1, 71638 Ludwigsburg

Phone +49 1803 115500, Fax +49 1803 1155-05
www.wwasset.de

W&W INFORMATIK GMBH
Hohenzollernstrasse 46, 71638 Ludwigsburg
Phone +49 7141 16-0, Fax +49 7141 16-3637
www.ww-informatik.de

W&W ServicE GmBH

Gutenbergstrasse 30, 70176 Stuttgart

Phone +49 711 662-0, Fax +49 711 662-723970
www.ww-service-gmbh.de

Czech Republic

WUSTENROT STAVEBNi SPORITELNA A.S.
Na Hiebenech 11 1718/8, CZ-14023 Praha 4
Phone (+420) 257092-155, Fax (+420) 257092-159
www.wuestenrot.cz

WUSTENROT HYPOTECNi BANKA A.S.

Na Hrfebenech 11 1718/8, CZ-14023 Praha 4

Phone (+420) 257092-604, Fax (+420) 257092-605
www.wuestenrot.cz

WUSTENROT ZIVOTNI POJIST'OVNA A.S.

Na Hrfebenech 11 1718/8, CZ-14023 Praha 4
Phone (+420) 257092-535, Fax (+420) 257092-596
www.wuestenrot.cz

WUSTENROT POJIST'OVNA A.S.

Na Hrebenech 11 1718/8, CZ-14023 Praha 4
Phone (+420) 257092-535, Fax (+420) 257092-596
www.wuestenrot.cz
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