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WestLB accepts responsibility for the information contained in this Offering Circular. To the best
of its knowledge and belief (having taken all reasonable care to ensure that such is the case) the
information contained in this Offering Circular is in accordance with the facts and does not omit
anything likely to affect the import of such information. The Issuer and its partners accept
responsibility for the information in this Offering Circular about themselves and the description
of the Transaction (as defined in “Summary”) but do not accept responsibility for any other
information contained in this Offering Circular.

In connection with the issue and sale of the Capital Securities, no person is authorised to give
any information or to make any representation not contained in this document and in the
documents referred to herein, which are made available for inspection by the public, and if given
or made, such information or representation must not be relied upon as having been authorised
by the Issuer, the partners of the Issuer, WestLB or the Managers (as defined in “Subscription
and Sale”).

The Jersey Financial Services Commission (the “Commission”) has given and has not withdrawn
its consent under Article 8 of the Control of Borrowing (Jersey) Order 1958 to the creation by the
Issuer of the limited partnership interests in the Issuer. The Commission is protected by the
Borrowing (Control) (Jersey) Law 1947, as amended, against liability arising from the discharge
of its functions under that Law.

Nothing in this Offering Circular or anything communicated to holders of, or investors in, the
Capital Securities (or any such potential Security holders or investors) is intended to constitute,
or should be construed as, advice on the merits of the purchase of, or subscription for, the
Capital Securities or the exercise of any rights attached thereto for the purposes of the Financial
Services (Jersey) Law 1998, as amended.

An investment in the Capital Securities is suitable only for financially sophisticated investors
who are capable of fully evaluating the risks involved in making such investments and who have
an asset base sufficiently substantial as to enable them to sustain any loss that they might suffer
as a result of making such investments.

Prospective investors should satisfy themselves that they understand all of the risks associated
with making investments in the Capital Securities. If a prospective investor is in any doubt
whatsoever as to the risks involved in investing in the Capital Securities, he should consult
professional advisers.

Prospective investors should inform themselves as to the legal requirements and tax conse-
quences within the countries of their residence and domicile for the acquisition, holding or
disposal of Capital Securities and any foreign exchange restrictions that might be relevant to
them. This Offering Circular does not constitute an offer of, or an invitation by or on behalf of, the
Issuer, the partners of the Issuer, WestLB or the Managers to subscribe for or to purchase any of
the Capital Securities.

This Offering Circular is not intended to provide the basis of any credit or other evaluation and
should not be considered as a recommendation by the Issuer, the partners of the Issuer, WestLB
or the Managers that any recipient of this Offering Circular should purchase any of the Capital
Securities. Each investor contemplating purchasing Capital Securities should make its own
independent investigation of the financial condition and affairs, and its own appraisal of the
creditworthiness, of the Issuer and WestLB.

The distribution of this document and the offering or sale of the Capital Securities in certain
jurisdictions may be restricted by law. None of the Issuer, the partners of the Issuer, WestLB or
the Managers represent that this document may be lawfully distributed, or that the Capital
Securities may be lawfully offered, in compliance with any applicable registration or other
requirements in any such jurisdiction, or pursuant to an exemption available thereunder, or
assume any responsibility for facilitating any such distribution or offering. In particular, none of
the Issuer, the partners of the Issuer. WestLB or the Managers has taken any action which would
permit a public offering of the Capital Securities or distribution of this document in any
jurisdiction where action for that purpose is required. Accordingly, no Capital Securities may be
offered or sold, directly or indirectly, and neither this Offering Circular nor any advertisement or
other offering material may be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with any applicable laws and regulations. Persons



into whose possession this Offering Circular or the Capital Securities may come, must inform
themselves about, and observe, any such restrictions (see “Subscription and Sale” for a
description, inter alia, of certain restrictions on offers, sales and deliveries of the Capital
Securities). Neither the delivery of this Offering Circular nor any sale hereunder shall create,
under any circumstances, any implication that there has been no change in the affairs of the
Issuer, the partners of the Issuer, WestLB or the WestLB Group (as defined in “Presentation of
Financial Information”) since the date hereof or that the information contained herein is correct
as of any time subsequent to its date.

It should be noted that the Capital Securities do not represent partnership interests in the Issuer.

In connection with the offering, Merrill Lynch International or any person acting for it may
over-allot or effect transactions with a view to supporting the market prices of the Capital
Securities at a level higher than that which might otherwise prevail for a limited time. However,
there is no obligation on Merrill Lynch International or any of its agents to do this. Such
stabilising, if commenced, may be discontinued at any time and must be brought to an end after
a limited period. Such transactions may be effected on the Luxembourg Stock Exchange or
otherwise.

The Capital Securities have not been, and will not be, registered under the 1933 Act and are
securities in bearer form that are subject to United States tax law requirements. Subject to certain
exceptions, the Capital Securities may not be sold or delivered, directly or indirectly, within the
United States or to U.S. persons.



FORWARD-LOOKING STATEMENTS

In addition to historical information, this Offering Circular includes forward-looking statements. These
statements relate to WestLB’s future prospects, developments and business strategies. They are based
on analyses of forecasts of future results and estimates of amounts not yet determinable or foreseeable.
These forward-looking statements are identified by the use of terms and phrases such as “anticipate”,
“believe”, “could”, “estimate”, “expect”, “intend”, “may”, “plan”, “predict”, “project”, “will”, and similar
terms and phrases, including references to assumptions. These statements are contained in the sections
entitled “Summary of the Transaction”, “Summary of the offering”, “Risk Factors”, “Business of WestLB”

and other sections of this Offering Circular.

These forward-looking statements involve risks, uncertainties and other factors that may cause the
actual future results, performance and achievements to be materially different from those suggested or
described in this Offering Circular. Many of the factors that will determine these results, performance and
achievements are beyond WestLB’s control. Such factors include, among others, uncertainties in respect
of overall economic development, loan defaults, court proceedings or other proceedings such as formal
investigations of the European Commission in respect of illegal state aid, maintenance of appropriate
refinancing conditions and generally the economic and business framework of the markets relevant for
WestLB’s business.

The risks described above and in the section entitled “Risk Factors” are not comprehensive. New risks,
uncertainties and other factors may emerge from time to time and it is not possible for WestLB to predict
all such risk factors, to assess the impact of all such risk factors on its business or the extent to which
any factor, or combination of factors, may cause actual results to differ materially from those contained
in any forward-looking statements. Given these risks and uncertainties, the investor should not place
undue reliance on forward-looking statements as a prediction or guarantee of actual results or events.



PRESENTATION OF FINANCIAL INFORMATION

WestLB'’s unconsolidated and consolidated financial statements have been prepared on the basis of the
German Commercial Code (Handelsgesetzbuch) and generally accepted accounting rules thereunder
(“German GAAP”). All of the financial information presented in this Offering Circular and relating to
WestLB is based on WestLB’s audited consolidated and unconsolidated financial statements as of and
for the years ended 31 December 2002, 2003 and 2004 including the notes thereto. The audited
unconsolidated and consolidated financial statements for the year ended 31 December 2004 have not
yet been formally approved (festgestellf) by WestLB’s Supervisory Board. WestLB’s consolidated
financial statements reflect financial information of WestLB and its affiliates consolidated under German
GAAP (together, the “WestLB Group”).
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SUMMARY OF THE TRANSACTION

The following paragraphs contain a brief overview of the most significant features of the transaction
consisting of the issuance of the € 240,000,000 Capital Securities (the “Capital Securities”) by Hybrid
Capital Funding Il Limited Partnership (the “Issuer”) and the acquisition by the Issuer of a silent
partnership interest (the “Participation”) in the commercial enterprise of WestLB AG (“WestLB”) in the
form of a Stille Gesellschaft under German law pursuant to an agreement providing for a capital
contribution by the Issuer to WestLB in the amount of € 240,000,000 (the “Silent Contribution”) and
dated 3 May 2005 (the “Participation Agreement”) (fogether, the “Transaction”).

The Issuer proposes to issue € 240,000,000 Capital Securities. With the proceeds of issue of the Capital
Securities, the Issuer will acquire a silent partnership interest in the aggregate amount of € 240,000,000
in the commercial enterprise (Handelsgewerbe) of WestLB in the form of a Stille Gesellschaft under
German law. As silent partner under the Participation Agreement (“Silent Partner”), the Issuer will make
the Silent Contribution in the form of a cash contribution of € 240,000,000 to WestLB as principal. In
return, the Issuer, as Silent Partner, will earn profit participations (“Profit Participations”) calculated
annually on the basis of the nominal amount of its Silent Contribution for each fiscal year of WestLB and
payable semi-annually in arrear (“Profit Participation Payments”). Profit Participations will not accrue
if (but only to such extent that) there are insufficient Distributable Profits available to make payment
thereof. The Participation Agreement defines “Distributable Profits” as the unconsolidated net profit
(Jahrestiberschuss) or net loss (Jahresfehlbetrag) of the Bank, plus withdrawals from other earnings
reserves, if any, accumulated during the term of this Agreement, minus any loss carried forward from
previous years and minus any amount to be allocated to the legal reserves pursuant to Section 300 of
the German Stock Corporation Act, all in compliance and determined in accordance with German GAAP
(see “-Risk Factors — Risks associated with an investment in the Capital Securities — Coupon Payments
on the Capital Securities depend on WestLB’s profits and allocation of Profit Participations to the
Participation”). If Distributable Profits of WestLB do not suffice for the accrual of full Profit Participations,
Profit Participations may accrue in part. In addition, the Silent Partner shares in an Annual Balance Sheet
Loss (as defined in the Silent Partnership Agreement) in the proportion which the book value of its Silent
Contribution bears in relation to the aggregate book value of all components of WestLB’s regulatory liable
capital (Haftkapitalanteile) which are required to share in such Annual Balance Sheet Loss. In such case,
the book value of the Silent Contribution will be reduced in the amount of its pro-rata share in the relevant
Annual Balance Sheet Loss (“Reduction”). After a Reduction, the book value of the Silent Contribution
will be written up again to its initial amount of € 240,000,000 to the extent that such write-up will not result
in a Balance Sheet Loss for the relevant year. Future Profit Participations may only be paid after a full
write-up of the Silent Contribution’s book value to € 240,000,000. Profit Participation Payments in
following years will not increase to compensate for any shortfall in Profit Participation Payments
during a previous year.

Profit Participation Payments and replenishments of the Silent Contribution after a Reduction are subject
to German withholding tax (Kapitalertragssteuer) (“German Withholding Tax”) plus solidarity surcharge
(Solidaritdtszuschlag) to be withheld and transferred by WestLB to the German tax authorities. To the
extent such Profit Participation Payments and to the extent such replenishments are attributable to the
Issuer’s limited partner as taxable profit under German tax laws, such withholdings will be counted as a
prepayment towards the German income tax owed by the Issuer’s limited partner. The Issuer’s limited
partner will be entitled to refund claims against the German tax authorities (“Tax Refund Claims”) in
amounts by which the prepayments in the form of withholdings made by WestLB exceed its actual
German income tax liability. The Issuer’s limited partner has undertaken, in a separate contribution
agreement with the Issuer’s general partner dated 11 May 2005 (the “Contribution Agreement”), to
contribute to the Issuer amounts it receives from the German tax authorities on account of its Tax Refund
Claims as and when it receives such amounts (each such payment a “Contribution Payment”). As Tax
Refund Claims only become due after the tax assessment for each tax year, the Issuer, on 3 May 2005,
has entered into a loan agreement (the “Loan Agreement”) with the Lender. Under the Loan Agreement,
the Lender is obliged to make loan advances (each an “Advance”) to the Issuer. The Advances will be
made (i) in the amount of the withholdings made by the Bank in connection with Profit Participation
Payments on account of German Withholding Tax in order to fund in part the Issuer’s obligation to pay
interest on the Capital Securities, (ii) in the amount of the withholdings made by the Bank on account of
German Withholding Tax in connection with a replenishment of the Silent Contribution after a Reduction
in order to fund the Issuer’s obligation to pay such amount to the Bank to further replenish the Silent
Contribution, and (iii) in the amount of the interest payments falling due on the Capital Securities up to
and including 30 December 2005 in order to fund such interest payments. The Issuer expects to repay



the Advances (i) made in connection with withholdings made by the Bank on account of German
Withholding Tax with the monies that it receives as Contribution Payments and (ii) made to fund interest
payments on the Capital Securities falling due on or prior to 30 December 2005 with the monies it
receives as the first Profit Participation Payment under the Partnership Agreement.

Principal payments (“Capital Payments”) and interest payments (“Coupon Payments”) under the
Capital Securities are conditional upon receipt by the Issuer of (i) Profit Participations under the
Participation Agreement, (ii) the Repayment Amount (as defined below) to be paid to the Issuer by
WestLB following termination of the Participation Agreement and (iii) Advances from the Lender under
the Loan Agreement. Coupon Payments (save for Coupon Payments falling due on or prior to 30
December 2005) are thus linked to the Profit Participation Payments payable under the Participation
Agreement falling due on such dates as the corresponding payments under the Capital Securities fall
due. These are in turn dependent upon WestLB'’s financial performance. Similarly, the repayment of
principal on the Capital Securities is dependent upon WestLB’s ability after termination of the
Participation Agreement to pay the Repayment Amount. In both instances, the Issuer’s ability and
obligation to make payments under the Capital Securities are directly dependent on the financial
condition and results of operations of WestLB. Moreover, if WestLB incurs an Annual Balance Sheet
Loss in any fiscal year, the book value of the Silent Contribution will be written down and holders
of the Capital Securities (the “Securityholders”) will not receive Coupon Payments under the
Capital Securities until the Silent Contribution has been fully written up using subsequent
Distributable Profits.

The Capital Securities have an indefinite term. The Issuer will redeem the Capital Securities only if it has
actually received prior to redemption sufficient funding for the Capital Payments, whether through the
payment of the Repayment Amount by WestLB following termination of the Participation Agreement or
otherwise. The Participation Agreement runs for an indefinite period and may only be terminated by
WestLB. It may not be terminated by the Silent Partner. A termination of the Participation Agreement by
WestLB requires two years’ notice and, subject to certain exceptions described in this Offering Circular,
may not become effective prior to 31 December 2015 for repayment on 30 June 2016. In addition, the
Participation Agreement provides that no termination may become effective without prior regulatory
approval. Securityholders should therefore be aware that they may be required to bear the
financial risks of an investment in the Capital Securities for an indefinite period of time.

Pursuant to a security assignment agreement dated 11 May 2005 (“Assighment Agreement”) between
the Issuer, the Issuer’s partners, WestLB, the Lender and HSBC Trustee (C.l.) Limited acting as a
security trustee for the benefit of the Securityholders (the “Security Trustee”), the Issuer has assigned
to the Security Trustee, for the benefit of the Securityholders, all present and future payment claims
under the Participation Agreement, the Loan Agreement and the Contribution Agreement.

WestLB intends to treat the Silent Contribution under the Participation Agreement as solo tier one capital
for the purposes of determining its compliance with regulatory capital requirements. For more information
on the regulatory capital requirements applicable to WestLB and the WestLB Group, see “Regulation”.



SUMMARY OF THE OFFERING

The following overview describes the most important elements of the offering and the Transaction. It is
necessarily incomplete and investors are urged to read carefully the entire summary and the full text of
the Offering Circular for a more precise description of the offered Capital Securities and the information
concerning (i) the Transaction, (ii) WestLB, the Issuer and the partners in the Issuer and (iii) the
agreements among them. The following description is based on the situation on the Issue Date of the

Capital Securities.

Securities Offered

Issuer

Partners in the Issuer

Limited Purpose of

Issuer

Ordinary Issuer
Relocation

Participation

Contribution Agreement

€ 240,000,000 Capital Securities; see (“Summary of the Terms of the
Capital Securities”).

Hybrid Capital Funding Il Limited Partnership, a limited partnership
established under the laws of Jersey on 27 April 2005.

The Issuer’s general partner (with a 0.1 per cent. interest in the Issuer’s
equity) is Hybrid Capital Funding Il Limited, a limited liability company
incorporated under the laws of Jersey (the “Issuer General Partner”).

The sole shareholder of the Issuer General Partner is Mourant & Co.
Trustees Limited as trustee of the Hybrid Capital Funding Il Charitable
Trust. The Issuer’s limited partner (with a 99.9 per cent. interest in the
Issuer’s equity) is Hybrid Funding Il GmbH, Cologne, Germany, a limited
liability company (Gesellschaft mit beschrédnkter Haftung) incorporated
under the laws of Germany (the “Issuer Limited Partner”). The sole
beneficial shareholder of the Issuer Limited Partner is Mourant & Co.
Trustees Limited as trustee of the Hybrid Funding Il Charitable Trust.

Apart from entering into the Participation Agreement (see “Summary of the
Terms of the Participation Agreement”), entering into other agreements
ancillary to the Transaction and issuing the Capital Securities, the Issuer
General Partner has undertaken to the Issuer Limited Partner that the
Issuer will not create additional liabilities, except for those liabilities which
are absolutely necessary to keep its business in operation. See “ General
Information on the Issuer—Incorporation, Domicile, Duration and Object”.

Under the partnership agreement of the Issuer and the articles of
association of the Issuer General Partner, the Issuer and the Issuer
General Partner will relocate their principal place of business and tax
jurisdiction for German trade tax purposes to Germany, subject to certain
conditions. Such relocation (an “Ordinary Issuer Relocation”) will not
affect the Issuer’s obligations under the Capital Securities. See “ General
Information on the Issuer—Ordinary Issuer Relocation”.

With the proceeds of the issue of the Capital Securities, the Issuer will
acquire the Participation pursuant to the Participation Agreement; see
“Summary of the Terms of the Participation Agreement”.

In the Contribution Agreement, entered into between the Issuer Limited
Partner and the Issuer General Partner, the Issuer Limited Partner has
undertaken for the benefit of the Issuer to contribute to the Issuer any
amounts it receives from the German tax authorities on account of its Tax
Refund Claims. See “Description of the Contribution Agreement”.

Following an Ordinary Issuer Relocation, the Issuer Limited Partner
expects to continue to be entitled to receive amounts on account of its Tax
Refund Claims and its obligation to pay those amounts to the Issuer
remains unchanged.



Loan Agreement

Assighment Agreement

Principal Paying Agent

Luxembourg Paying
Agent

Rating

Security Trustee

Listing

Securities Codes

Under the Loan Agreement entered into between the Issuer and the
Lender, the Issuer will be paid Advances corresponding to the relevant
withholdings on account of German Withholding Tax on (i) the Profit
Participation Payments and (ii) replenishments of the Silent Contribution
after a Reduction. The Issuer will use the Advances to fund its obligations
to make the Coupon Payments under the Capital Securities and to make
such additional cash contribution to WestLB as is necessary to make up
the withheld tax and complete the replenishment of the Silent Contribution
after a Reduction. The Issuer will also be paid Advances by the Lender
under the Loan Agreement to fund Coupon Payments falling due on the
Capital Securities on or prior to 30 December 2005. See “Summary of the
Terms of the Loan Agreement”.

Pursuant to the Assignment Agreement, the Issuer has assigned to the
Security Trustee, for the benefit of the Securityholders, all present and
future payment claims under the Participation Agreement, the Loan
Agreement and the Contribution Agreement. See “Description of the
Assignment Agreement”.

WestLB AG

WestLB International S.A.

The Issuer expects that, upon issuance, the Capital Securities will be
assigned a rating of Baa2 by Moody’s Investors Service, Inc. A rating is not
a recommendation to buy, sell or hold securities, and may be subject to
revision, suspension or withdrawal at any time by Moody’s Investor
Service, Inc.

HSBC Trustee (C.1.) Limited

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

ISIN: DEOOOAOD2FH1
Common Code: 021845167
Wertpapier-Kenn-Nummer (WKN): AOD2FH
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SUMMARY OF THE TERMS OF THE CAPITAL SECURITIES

The following summary refers to certain terms and conditions of the Capital Securities. The summary
does not purport to be complete and is subject to, and qualified in its entirety by reference to, the terms
and conditions of the Capital Securities which may be found under “Terms and Conditions of the Capital
Securities”. The following description is based on the situation on the Issue Date of the Capital

Securities.

Issuer

Nominal Amount

Aggregate Nominal
Amount

Issue Price

Form

Issue Date

Status

Maturity

Coupon Payments

Hybrid Capital Funding Il Limited Partnership, a limited partnership
established under the laws of Jersey on 27 April 2005.

€ 1,000 per Capital Security.

€ 240,000,000.

100 per cent. of the Nominal Amount.

The Capital Securities will be initially represented by a temporary global
security in bearer form without coupons (the “Temporary Global Capital
Security”) which will be exchangeable for a permanent global security in
bearer form without coupons (“Permanent Global Capital Security”)
upon certification as to non-US beneficial ownership. Beneficial interests
in the Temporary Global Capital Security and the Permanent Global
Capital Security will not be exchangeable for definitive Capital Securities
in bearer form.

13 May 2005.

The Capital Securities constitute unsubordinated and (with the exception
of the collateral granted under the Assignment Agreement) unsecured
conditional obligations of the Issuer ranking pari passu among themselves
and with all other unsecured and unsubordinated liabilities of the Issuer,
save for mandatory exceptions afforded by statutory law.

The Capital Securities are perpetual securities and have no fixed maturity
date. The Issuer may redeem the Capital Securities only upon the
occurrence of certain events (see “Repayment Date and Repayment
Amount” and “Termination and Repayment”).

Coupon Payments will be made at a rate of 6.0 per cent. per annum and
are contingent on receipt by the Issuer of Profit Participation Payments
from WestLB under the Participation Agreement (save for the interest
payments falling due on or prior to 30 December 2005) (see “Summary of
the Terms of the Participation Agreement—Profit Participation Payments
and Dates”) and Advances from the Lender under the Loan Agreement
(see “Summary of the Loan Agreement—Advances”).

If the aggregate Profit Participation accruing on account of the First Profit
Period is less than € 31,584,000, the Issuer will apply the funds received
from the Bank on account of such Profit Participation first to the repayment
of the Advance received from the Lender for the purpose of funding the
Coupon Payments on the Capital Securities falling due on 30 June and
30 December 2005 as well as to the Coupon Payment falling due on 30
June 2006 and will only be obliged to apply, on a pro rata basis, the
remainder, if any, of the Profit Participation for the First Profit Period to the
Coupon Payments under the Capital Securities falling due on 30 December
2006 and 30 June 2007.
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Coupon Payment Dates

Repayment Date and
Repayment Amount

Termination and
Repayment

Payment of Additional
Amounts

Compliance with
German Banking
Regulations

For the period from the Issue Date up to (and including) 30 December
2005, Coupon Payments under the Capital Securities will be made on 30
June and 30 December 2005. Any subsequent Coupon Payments will be
made on the dates on which Profit Participation Payments under the
Participation Agreement, if any, are paid to the Issuer. The due dates for
Profit Participation Payments under the Participation Agreement (“Profit
Participation Payment Dates”) are 30 June and 30 December of each
year, commencing 30 June 2006. Profit Participation Payment Dates will
be delayed if the date of WestLB’s shareholders’ meeting which approves
the annual accounts for the relevant fiscal year of WestLB is held after
29 June in any year. See “Summary of the Terms of the Participation
Agreement—Profit Participation Payments and Dates”.

The Capital Securities will be redeemed if WestLB terminates the
Participation Agreement at its option but subject to certain restrictions set
out therein. In such event, the Capital Securities will be redeemed on the
date on which the Silent Contribution is repaid in accordance with the
terms of the Participation Agreement. See “Summary of the Terms of the
Participation—Repayment Date”. The redemption amount will equal the
Repayment Amount (as defined below) paid by WestLB under the
Participation Agreement (see “Summary of the Terms of the Participation
Agreement—Repayment Amount”).

The Issuer may, by giving at least 30 but not more than 60 days’ notice,
call the Capital Securities for redemption, in whole but not in part, with
effect on 30 June of any year on or after 30 June 2011. The Issuer may
also redeem the Capital Securities earlier and on a different date if a
change in law or regulation would require it to pay additional amounts to
the Securityholders to make up for amounts withheld on account of tax.
The Issuer shall redeem the Capital Securities at their nominal amount
plus any interest accrued thereon. The Issuer may only redeem the Capital
Securities in such circumstances if it has obtained funding for the relevant
redemption payments. Accrued interest will be calculated on the basis of
the actual number of days elapsed since the last Profit Participation
Payment Date.

If the Issuer is in future required to withhold or deduct amounts payable
under the Capital Securities on account of tax, it will be under an obligation
to gross up such amounts payable (the “Additional Amounts”) so that
the Securityholders receive the full amount that would have been payable
were no such withholding or deduction required. The Issuer’s obligation to
pay Additional Amounts is subject to funds being available to it for this
purpose. The Issuer has currently not entered into any arrangements to
avalil itself of funds required to pay Additional Amounts and its ability to do
so will depend on the Bank’s agreement, at the time, to pay higher Profit
Participation Payments to cover such Additional Amounts (see “Risk
Factors — Distributions on Capital Securities are conditional upon receipt
of the necessary funds by the Issuer and Securityholders have no
recourse against WestLB”). In the event of an Ordinary Issuer Relocation,
the Bank will be required to indemnify the Issuer in respect of such
Additional Amounts payable by it as a result of the Ordinary Issuer
Relocation and it would do so by paying greater Profit Participations.

Under applicable German banking regulations, any repayment of the

Silent Contribution made in violation of the terms of the Participation
Agreement must be repaid to WestLB.

12



Notices

Governing Law
Governing Language

Tax Consequences

Notices in relation to the Capital Securities will be published in a
newspaper designated for mandatory stock exchange notices in
Luxembourg (expected to be the Luxemburger Wort) or such other
Luxembourg daily newspaper as the Issuer may select. Provided that the
rules of the stock exchange(s) where the Capital Securities are listed so
permit, this notice requirement may be satisfied by the delivery of the
relevant notice to Clearstream Frankfurt, Clearstream Luxembourg and
Euroclear for communication by it to the Securityholders or by delivery
directly to the Securityholders.

German.
German.

For a discussion of the material Jersey and German tax consequences of
purchasing, owning and disposing of the Capital Securities, see “Taxation”.
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SUMMARY OF THE TERMS OF THE PARTICIPATION AGREEMENT

The following summary refers to certain provisions of the Participation Agreement. The summary does
not purport to be complete and is subject to, and qualified in its entirety by reference to, the provisions
of the Participation Agreement which may be found under “Terms and Conditions of the Participation”.
The following description is based on the situation on the Issue Date of the Capital Securities.

Bank
Silent Partner

Instrument

Principal Amount
Issue Price

Issue Date

Maturity

Profit Periods

Profit Participation
Payments and Dates

Profit Participation
Payments and Dates for
the First Profit Period

WestLB AG.

Hybrid Capital Funding Il Limited Partnership, a limited partnership
established under the laws of Jersey on 27 April 2005.

Silent partnership interest in the commercial enterprise (Handelsgewerbe)
of WestLB in the form of a Stille Gesellschaft under German law.

The principal amount of the Silent Contribution is € 240,000,000 .
100 per cent.

The Participation Agreement provides that the Silent Contribution must be
paid to WestLB no later than 13 May 2005 (the “Start Date”).

The Participation is a perpetual instrument and has no fixed maturity date.
It may, nevertheless, be repaid at the option of WestLB upon the
occurrence of certain events (see “Repayment Date”).

Profit Participations on the Silent Contribution accrue for profit periods
(“Profit Periods”) which run from (and including) 1 January to (and
including) 31 December of each year. The first Profit Period (“First Profit
Period”) commences on (and includes) the Start Date. The last Profit
Period runs from 1 January of the year in which the Silent Partner ceases
to share in WestLB’s profits and losses and ends on the date on which
such sharing ceases (the “Termination Date”) (both days inclusive).

Except for the Profit Participation for the first Profit Period (the “First Profit
Participation”) (see “Profit Participation Payments and Dates for the First
Profit Period”) and subject to Profit Participations being excluded in whole
or in part (see “Profit Participations Excluded”), Profit Participations shall
be payable in two equal Profit Participation Payments on (i) 30 December
in the year following the end of the relevant Profit Period and (ii) the
following 30 June (or, if any of these days is not a Business Day, the next
Business Day). Under the Participation Agreement, no Profit Participation
accrues for the Profit Period in which the Termination Date occurs.

“Business Day” means a day on which TARGET (the Trans-European
Automated Real Time Gross Settlement Express Transfer System) is
operating credit or transfer instructions in respect of payments in Euro.

Subject to Profit Participations being excluded in whole or in part (see
“Profit Participations Excluded”), the First Profit Participation shall amount
to € 31,584,000 and shall be payable in three Profit Participation Payments.
The first such Profit Participation Payment of € 16,800,000 shall be
payable on the later of (i) 30 June 2006 or, if that is not a Business Day,
the next Business Day or (ii) the Business Day following the date on which
WestLB'’s annual financial statements have been adopted for the fiscal
year 2005. The second and third such Profit Participation Payments of
€ 7,392,000 each shall become payable on 30 December 2006, and 30
June 2007 (or, if any of these days is not a Business Day, the next
Business Day).
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Profit Participation Rate
for Profit Periods other
than the First Profit
Period

Profit Participations
Excluded

Distributable Profits

Loss Participation and
Reduction

To the extent that the First Profit Participation shall be less than
€ 31,584,000 as a result of Profit Participations being excluded for the
Profit Period ending 31 December 2005, the Bank will apply amounts that
remain payable on the First Profit Participation to the first Profit Participation
Payment and the remainder, if any, will be applied to the second and third
Profit Participation Payment on a pro rata basis.

Subject to Profit Participations being excluded in whole or in part (see
“Profit Participations Excluded”), Profit Participations for Profit Periods
other than the First Profit Period shall accrue on the Principal Amount of
the Silent Contribution at a rate of 6.16 per cent. per annum.

If WestLB records no Distributable Profits for the fiscal year to which the
relevant Profit Period relates, no Profit Participations will accrue for the
relevant Profit Period and the Issuer will not receive Profit Participation
Payments. Accordingly, save for the interest payments falling due on or
prior to 30 December 2005, no distributions will be made to the
Securityholders in relation to the relevant fiscal year of WestLB. As set
forth in further detail in the Participation Agreement, Profit Participations
will not accrue or will not accrue in full:

(i) if (but only to such extent that) there are insufficient Distributable
Profits available for the fiscal year of the Bank in which the relevant
Profit Period falls to make Profit Participation Payments; or

(i) if, as a result of losses in previous fiscal years, the principal amount of
the Silent Contribution has been reduced and has not yet been fully
written-up again as a result of profits accrued in subsequent fiscal
years (see “Replenishment of Silent Contribution”); or

(iii) in the case of insolvency on the part of, or regulatory intervention in
respect of, WestLB; or

(iv) if the Bank’s solvency ratio (Gesamtkennziffer) is below 9.0 per cent.
on an unconsolidated basis, to the extent that payment of such Profit
Participation would lead to or increase an unconsolidated annual loss
(in accordance with the German Commercial Code) in the fiscal year
of the Bank to which the relevant Profit Period relates; or

(v) if the Termination Date falls within such Profit Period.

The Participation Agreement defines “Distributable Profits” as the net
profit (Jahrestiberschuss) or net loss (Jahresfehlbetrag) of the Bank as
shown on the Bank’s unconsolidated profit and loss statement for the
relevant Profit Period, plus withdrawals from other earnings reserves, if
any, accumulated during the term of the Participation Agreement, minus
any loss carried forward from previous years and minus any amount to be
allocated to the legal reserves pursuant to Section 300 of the German
Stock Corporation Act, all in compliance, and determined in accordance,
with German GAAP. (See “Risk Factors — Risks associated with an
investment in the Capital Securities — Coupon Payments on the Capital
Securities depend on WestLB’s profits and allocation of Profit Participations
to the Participation” and “Capitalisation, Regulatory Capital, Distributable
Profits and Dividends.”)

If WestLB incurs an Annual Balance Sheet Loss in any fiscal year, the
Silent Partner shares in such loss. The Silent Partner shares in an Annual
Balance Sheet Loss in the proportion which the book value of the Silent
Contribution bears to the aggregate book value of all components of
WestLB’s regulatory liable capital (aufsichtsrechtliches Eigenkapital)
sharing in the Bank’s Annual Balance Sheet Loss. At 31 December 2004
WestLB’s total regulatory liable capital amounted to € 10,736.6 million and
WestLB’s regulatory liable capital sharing in Annual Balance Sheet Losses
(Genussrechtskapital) amounted to € 2,102.0 million.
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Annual Balance Sheet
Loss

Ranking and
Subordination of
Existing Silent
Participations

Following an Annual Balance Sheet Loss, there will be a corresponding
Reduction in the book value of the Silent Contribution in an amount
equivalent to the Silent Partner’s share in such Annual Balance Sheet
Loss. The Silent Partner’s aggregate share in Annual Balance Sheet
Losses cannot exceed the principal amount of the Silent Contribution.

In accordance with mandatory German law, in the event of an insolvency/
liquidation of WestLB at a time where the book value of the Silent
Contribution is lower than the amount of the initial Silent Contribution, the
Silent Partner will only participate in such insolvency proceeding/
liquidation with such lower book value of the Silent Contribution.

Pursuant to the terms of the Silent Partnership Agreement, an “Annual
Balance Sheet Loss” is present if the annual unconsolidated balance
sheet of the Bank in accordance with the German Commercial Code, as
audited by an auditing firm which is recognised by the German Financial
Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht)
(“BaFin”), does not show a balance sheet profit for the fiscal year to which
the relevant Profit Participation relates. Such balance sheet profit includes
the annual net profit or net loss, plus any profit carried forward from
previous years, minus any loss carried forward from previous years, plus
transfers from capital reserves and earnings reserves, minus allocations
to earnings reserves, all in compliance with, and determined in accordance
with, the German Stock Corporation Act, accounting principles generally
accepted in the Federal Republic of Germany and other applicable
German laws then in effect.

As provided in further detail in the Participation Agreement, WestLB’s
payment obligations under the Participation Agreement:

(i) are subordinated to the claims of all existing and future creditors of
WestLB (including profit participation rights in the form of
Genussscheine in accordance with the German Banking Act); and

(i) rank at least pari passu with all claims for the repayment of capital
contributions made with respect to existing and future silent
participations in WestLB; and

(ii) rank senior to all claims of shareholders of WestLB in connection with
their shares in WestLB;

in each case as already arisen or arising in the future; provided that
(i) Profit Participations shall accrue and be paid in priority to distributions
on silent participations in WestLB existing as of the Issue Date (other than
the silent participation held by Hybrid Capital Funding | Limited Partnership)
(“Existing Silent Participations”) as well as in priority to replenishments
of the book value of any Existing Silent Participations and (ii)
replenishments of the Silent Contribution (see “Replenishment of Silent
Contributions”) shall accrue and be made in priority to replenishments of
the book value of any Existing Silent Participations which have been
reduced on account of a sharing in losses and which have not yet been
fully replenished. Hence, Profit Participations will accrue irrespective of
whether or not the book values of Existing Silent Participations have fully
been written-up and irrespective of whether or not profit participations
accrue under Existing Silent Participations.
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Replenishment of Silent
Contribution

Principal Payments

Termination

Termination Date

Repayment Date

Repayment Amount

Following a Reduction, the book value of the Silent Contribution will be
increased in subsequent fiscal years of WestLB in which balance sheet
profits (Bilanzgewinn) are recorded in accordance with German GAAP.
The book value of the Silent Contribution will be written-up prior to the
writing-up of Existing Silent Participations, but only after all profit
participation rights in the form of Genussscheine in accordance with the
German Banking Act have been fully written-up. Payments of dividends or
other distributions on shareholders’ equity or an allocation to reserves
(Einstellungen in Riicklagen) and a write-up of Existing Silent Participations
(but only with regard to write-downs existing as of the Issue Date) may
only occur after the Silent Contribution has been fully written-up again to
the principal amount of the Silent Contribution at the Start Date.

No such write-up of the Silent Contribution may result in the book value of
the Silent Contribution being more than the principal amount of the Silent
Contribution on the Start Date. Profit Participations accruing after a
Reduction of the Silent Contribution will be attributed (as set forth above)
to the Profit Participation for the current fiscal year but not for any previous
fiscal year in which a Profit Participation was not accrued or been paid due
to an Annual Balance Sheet Loss. No Profit Participation Payments will be
made until the book value of the Silent Contribution has been fully written
up.

No payments of principal will be made by WestLB other than on repayment
of the Silent Contribution (see “Repayment Date”).

The Participation Agreement is concluded for an indefinite period and,
consequently, does not provide for a fixed maturity. Therefore, the Silent
Contribution will only be repaid to the Silent Partner after termination of the
Participation Agreement in accordance with its terms and subject to the
conditions stated therein.

WestLB is not obliged to terminate the Participation Agreement on any
particular day or days of the year. As provided in further detail in the
Participation Agreement, WestLB may only terminate the Participation
Agreement:

(i) if tax or regulatory changes which are material and adverse to WestLB
occur, but in no event with effect prior to 31 December 2010; or

(ii) with effect as of 31 December 2015 or any 31 December thereafter,

and provided that, in each case, the book value of the Silent Contribution
is equal to its original principal amount.

WestLB may only terminate the Participation Agreement with two years’
prior notice to the Silent Partner. Any notice of termination by WestLB only
becomes effective upon the BaFin’s approval thereof.

The Termination Date is the last date on which the Silent Partner
participates in the profits and losses of WestLB as Silent Partner, which
occurs upon the effective date set out in the relevant termination notice
delivered in accordance with the terms of the Participation Agreement
(including the notice period required under the Participation Agreement).

The “Repayment Date” is the later of (i) 30 June in the fiscal year of
WestLB following the fiscal year in which the Termination Date occurs or,
if this date is not a Business Day, on the next following Business Day, or
(i) if, on 29 June of the relevant fiscal year of West LB, WestLB’s annual
financial statements for the fiscal year in which the Termination Date
occurred have not yet been adopted, the Business Day following such
adoption.

On the Repayment Date, WestLB will pay to the Silent Partner the lower
of the book value of the Silent Contribution as at the Repayment Date and
its original principal amount (the “Repayment Amount”).
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Enforcement Rights

Corporate Authorization
and Registration

Place of Performance
and Place of Jurisdiction

Governing Law

Governing Language

The Participation Agreement constitutes a contract between WestLB and
the Issuer. Therefore, only the Issuer (or its assignee) can enforce rights
under the Participation Agreement against WestLB. The Issuer has no
duty to bring an action against WestLB in order to enforce its rights under
the Participation Agreement.

The Participation Agreement constitutes a partial profit transfer agreement
(Teilgewinnabfihrungsvertrag) under German law requiring an affirmative
resolution by WestLB’s shareholders and registration in WestLB’s
commercial register.

At the shareholders’ meeting held on 3 May 2005, WestLB’s shareholders
consented to the Participation Agreement. Registration in the commercial
registers of WestLB occurred on 11 May 2005.

Dusseldorf, Germany.

German.

German.
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SUMMARY OF THE TERMS OF THE LOAN AGREEMENT

The following summary refers to certain provisions of the Loan Agreement. The summary does not
purport to be complete and is subject to, and qualified in its entirety by reference to, the provisions of the
Loan Agreement which may be found under “Terms and Conditions of the Loan Agreement”. The
following description is based on the situation on the Issue Date of the Capital Securities.

Parties

Advances

Repayment

Interest

Governing Law
Governing Language

WestLB AG as Lender.
Hybrid Capital Funding Il Limited Partnership, Jersey, Channel Islands, a
limited partnership established under the laws of Jersey as Borrower.

On each date on which a Profit Participation Payment becomes due, the
Lender is required to pay an Advance to the Issuer in an amount
corresponding to the withholding made by WestLB on account of German
Withholding Tax on the relevant Profit Participation Payment.

On each date on which the Silent Contribution is replenished after a
Reduction, the Lender is required to pay an Advance to the Issuer in an
amount corresponding to the withholding made by WestLB on account of
German Withholding Tax on the relevant replenishment.

On each date on which a Coupon Payment falls due under the Capital
Securities on or prior to 30 December 2005, the Lender is required to pay
an Advance to the Issuer in an amount corresponding to such Coupon
Payment.

The Issuer is required to repay outstanding Advances made in connection
with withholdings made by the Bank on account of German Withholding
Tax with the monies it receives as Contribution Payments promptly upon
receipt of the relevant Contribution Payment. The Issuer expects to repay
Advances made to fund interest payments on the Capital Securities falling
due on or prior to 30 December 2005 with the monies it receives as the
Profit Participation Payment for the First Profit Period under the Partnership
Agreement. The Issuer will make such repayment to the Lender in priority
to making the Coupon Payments on the Capital Securities that fall due
from and (including) 30 June 2006 through (and including) 30 June 2007.
Recourse of the Lender against the Issuer for repayment of Advances will
be limited to Contribution Payments and the first Profit Participation
Payment actually received by the Issuer from the Issuer Limited Partner
and the Bank, respectively.

The Issuer must pay interest to the Lender on each date it makes a
Prepayment. The interest rate will initially be 3-month EURIBOR plus 0.04
per cent. per annum.

German.
German.
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SELECTED FINANCIAL INFORMATION

WestLB

The following table presents selected unconsolidated financial information of WestLB pursuant to
German GAAP as of and for the last three fiscal years ended 31 December 2002, 2003, and 2004,

respectively:
(in € billion)
Balance Sheet 2004 2003 2002
Cash / Liquid debt issues 3.9 16.7 10.4
Claims on Banks 81.7 66.1 72.2
Claims on Customers 56.2 67.7 81.1
Securities / Equalisation Claims 57.5 51.2 58.6
Equity Investments in affiliated and non-affiliated Companies 6.6 8.9 8.7
Trust Assets 0.5 0.5 0.5
Fixed Assets 0.3 0.3 0.3
Other Assets 7.9 6.8 6.5
Total Assets 214.6 218.2 238.3
Liabilities to Banks 94.4 91.5 104.7
Liabilities to Customers 58.9 61.0 61.0
Certificated Liabilities 35.8 42.4 49.7
Trust Liabilities (Treuhandverbindlichkeiten) 0.5 0.5 0.5
Other Liabilities 14.6 12.6 10.5
Subordinated Liabilities / Profit participation capital 6.5 6.8 7.4
Capital and Reserves 3.9 3.4 4.5
Total Liabilities 214.6 218.2 238.3
Business Volume 270.5 291.5 328.1
(in € million)

Statement of Income 2004 2003 2002
Net Interest Income 1,657.3 1,548.3 1,286.2
Risk Provisions / Result of Evaluation 2344 -1,098.3 -1,882.0
(Credit Risk)

Interest Income after risk provisioning 1,891.7 450.0 -595.8
Net commission income 278.0 338.1 438.6
Net income from trading operations -92.8 -104.2 219.7
Other operating expenses 59.1 142.2 115.6
Personel expenses -697.5 -684.9 -773.7
Other administrative expenses =777.7 -825.3 -902.4
Income from investment portfolio 354 -1,266.3 1,012.5
and equities

Net Income before extraordinary result / taxes 696.2 -1,950.4 -485.5
extraordinary result -1,571.0 -342.0 -65.3
Net Income before Taxes -874.8 -2,292.4 -550.8
Taxes -45.2 -27.6 -59.2
Net Loss for the year after taxes -920.0 -2,320.0 -610.0
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WestLB Group

The following table presents selected consolidated financial information of the WestLB Group pursuant
to German GAAP as of and for the last three fiscal years ended 31 December 2002, 2003 and 2004,

respectively:

(in € billion)

2004 2003 2002
Balance Sheet
Cash / Liquid debt issues 4.1 17.2 10.8
Claims on Banks 85.4 70.3 77.4
Claims on Customers 75.0 84.9 88.8
Securities / Equalisation Claims 75.4 68.4 72.3
Equity Investments in affiliated and
non-affiliated Companies 3.1 5.5 6.4
Trust Assets 0.5 0.5 0.5
Other Assets 10.3 9.4 9.4
Total Assets 253.8 256.2 265.6
Liabilities to Banks 1121 106.1 118.8
Liabilities to Customers 67.0 701 63.8
Certificated Liabilities 48.1 55.1 58.1
Treuhandverbindlichkeiten 0.5 0.5 0.5
Other Liabilities 15.3 13.4 9.2
Subordinated Liabilities / Profit participation
capital 6.9 7.2 7.6
Capital and Reserves 39 38 76
Total Liabilities 253.8 256.2 265.6
Business Volume 349.2 365.2 396.9

(in € million)

2004 2003 2002
Statement of Income
Net Interest Income 1,591.7 1,891.4 1,540.0
Risk Provisions/Result of Evaluation 117.9 -1,181.8 -1,984.8
(Credit Risk)
Interest Income after risk provisioning 1,709.6 709.6 -444.8
Net commission income 336.4 438.1 692.2
Net income from trading operations -170.5 1.4 177.3
Other operating expenses 212.6 254.3 230.1
Personel expenses -924.3 -984.7 -1,217.7
Other administrative expenses -878.2 -843.3 -1,055.9
Income from investment portfolio and equities 500 -1,021.9 395
Income from the release of the fund for general
banking risks pursuant to Section 340 g of
Commercial Code 170.8 0.0 0.0
Net income before extraordinary result/taxes 508.6 -1,446.5 -1,579.3
Extraordinary result -1,583.6 -390.8 —88.1
Net income before taxes -1,075.0 -1,837.3 -1,667.4
Taxes -84.3 —60.1 -62.2
Net Loss for the year after taxes -1,159.3 -1.897.4 -1,729.6

21



RISK FACTORS

The following is a summary of certain aspects of the business of WestLB and the Capital Securities of
which prospective investors should be aware. This summary is not intended to be exhaustive and
prospective investors should carefully consider the following information in conjunction with the other
information contained in this Offering Circular.

Risks associated with the business of WestLB

Losses Stemming from Credit Exposure and Increased Loan Loss Provisions

WestLB’s business is subject to the risk that borrowers and other contractual partners may become
unable to meet their obligations to WestLB. Although WestLB regularly reviews its credit exposure and
corresponding collateral position with regard to specific borrowers and to specific countries and
industries, defaults may arise from events or circumstances that are difficult to foresee or detect or have
not yet been foreseen or detected. In addition, WestLB may find that any collateral position is insufficient
to cover the respective credit exposure due to, for example, market developments reducing the value of
such collateral. Any default by a major borrower of WestLB could have a material adverse effect on
WestLB'’s business, results of operations or financial condition. This, in turn, could result in WestLB
generating no Distributable Profits such that no distributions under the Capital Securities would be made
for the relevant fiscal year and, potentially, in the future (until the full replenishment of the Silent
Contribution after a Reduction).

In order to cover estimated loan losses, WestLB has made individual value adjustments and general bad
debt provisions. Although WestLB’s management has exercised its best judgment in establishing
provisions for loan losses, WestLB may have to increase its loan loss provisions in the future as a result
of a rise in the number or amount of nonperforming loans in its loan portfolio or as a result of applying
uniform provisioning policies to the entire loan portfolio of WestLB. Any such increases in loan loss
provisions in excess of existing provisions could have a material adverse effect on WestLB’s business,
results of operations and financial condition. This, in turn, could result in WestLB generating no
Distributable Profits such that no distributions under the Capital Securities would be made for the
relevant fiscal year and, potentially, in the future (until the full replenishment of the Silent Contribution
after a Reduction).

Risks Associated with the Risk Management Procedures and Integration thereof

WestLB may not be successful in developing and implementing new risk management policies,
procedures and assessment methods, in particular the information technology on which these risk
management policies, procedures and assessment methods of WestLB are based. As a result thereof or
as a result of insufficiencies at the level of WestLB’s risk management policies, procedures and
assessment methods may not be effective in mitigating its risk exposure in each of the markets in which
it is active or against all types of risk, including risks that WestLB may fail to identify or anticipate in the
future or which WestLB has failed to identify or anticipate in the past. There can be no assurance that
WestLB’s procedures for identifying, monitoring and managing risks will be sufficient and adequate in the
future. Any such insufficiency or inadequacy could expose WestLB to material unanticipated losses that
would have a material adverse effect on its business, results of operations and financial condition. This,
in turn, could result in WestLB generating no Distributable Profits such that no distributions under the
Capital Securities would be made for the relevant fiscal year and, potentially, in the future (until the full
replenishment of the Silent Contribution after a Reduction).

Increased Exposure to Market Risk

When entering into trading and investment positions in the debt, currency and equity markets,
assessments and predictions about future developments of the financial markets are made as the
revenues and profits derived from such positions and transactions are dependent on market prices and
price movements. Many of the more sophisticated transactions are designed to profit from price
movements and differences among prices. If prices move in a direction not anticipated by WestLB, it may
experience substantial losses which could have a material adverse effect on its business, results of
operations or financial condition. This, in turn, could result in WestLB generating no Distributable Profits
such that no distributions under the Capital Securities would be made for the relevant fiscal year and,
potentially, in the future (until the full replenishment of the Silent Contribution after a Reduction).
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Abolition of Maintenance Obligation (Anstaltslast) and Guarantee Obligation
(Gewiéhrtrdgerhaftung)

The imminent abolition of Maintenance Obligation and Guarantee Obligation as per 18 July 2005 (see
“General Information on WestLB — Institutional Liability and Guarantor Liability”) dramatically changes
the operating environment for WestLB.

As the statutory principles of Maintenance Obligation and Guarantee Obligation have so far enabled
WestLB to access the capital markets at any time for refinancing purposes, liquidity risk (i.e., the risk of
potential asset and liability mismatches that could prevent WestLB from repaying borrowings as they
mature or from funding new loans and investments as they arise) was previously immaterial. If WestLB
is unable to manage this risk successfully, its ability to repay borrowings and to fund new loans and
investments could suffer and WestLB’s business, results of operations or financial condition could be
materially adversely affected. This, in turn, could result in WestLB generating no Distributable Profits
such that no distributions under the Capital Securities would be made for the relevant fiscal year and,
potentially, in the future (until the full replenishment of the Silent Contribution after a Reduction).

In addition, WestLB expects that the abolition of Maintenance Obligation and Guarantee Obligation will
result in increased funding costs of WestLB. Any significant increase in the future in WestLB’s funding
costs without corresponding increases in the risk adjusted returns on the loan portfolio would materially
adversely affect WestLB’s profitability. To prevent greater pressure on future margins, WestLB has
already begun to seek higher yielding assets which potentially means assets with higher risks. If WestLB
is unable to manage these risks effectively and adequately, its business, results of operations and
financial condition could suffer. This, in turn, could result in WestLB generating no Distributable Profits
such that no distributions under the Capital Securities would be made for the relevant fiscal year and,
potentially, in the future (until the full replenishment of the Silent Contribution after a Reduction).

Risks associated with an investment in the Capital Securities

Coupon Payments on the Capital Securities depend on WestLB’s profits and allocation of Profit
Participations to the Participation.

The amounts payable by WestLB to the Issuer as Profit Participation Payments under the Participation
Agreement and, in turn, by the Issuer as Coupon Payments under the Capital Securities to Security-
holders (save for coupon payments falling due on or prior to 30 December 2005 which will depend on
the receipt by the Issuer of Advances from the Lender in corresponding amounts), depend on the future
profits or losses of WestLB and the manner in which profits, if any, are allocated. Under the Participation
Agreement, Profit Participations will accrue if (but only to the extent that) there are sufficient Distributable
Profits shown on WestLB’s unconsolidated profit and loss statement for the fiscal year to which the
relevant Profit Period relates. Hence, if WestLB'’s Distributable Profits do not suffice for the accrual of full
Profit Participations, no or only partial Profit Participation Payments will be made to the Issuer and no or
only partial corresponding Coupon Payments will be made by the Issuer. See “Summary — Summary of
the Transaction”.

Further, whether or not WestLB has sufficient Distributable Profits available to make Profit Payments
depends on how profits, if any, are allocated by WestLB’'s management and shareholders. Even if
WestLB were to record a net profit (Jahresiberschuss) in accordance with German GAAP in any given
fiscal year, full Profit Participations would not accrue under the Participation Agreement if WestLB'’s
management were under a statutory obligation to allocate a portion of such profits to reserves. If its
statutory reserves are less than 10 per cent. of its stated share capital (€ 1,794.6 million as of
31 December 2004), WestLB must allocate at least 5 per cent. of its annual surplus before Profit
Distribution, as reduced by losses carried forward from prior fiscal years, to reserves. As of 31 December
2004, WestLB had no statutory reserves. Accordingly, based on the stated share capital figure as at 31
December 2004, WestLB must allocate at least 5 per cent. of its future net profits (before Profit
Distributions) to statutory reserves until such reserves amount to € 179.46 million. Amounts used to
make such allocations to the statutory reserves will not be available as Distributable Profits. Further,
even though WestLB could, even in the absence of a net profit, release funds from other profit reserves
(andere Gewinnrticklagen) accrued over the term of the Participation Agreement to create Distributable
Profits, there is no obligation for WestLB’s management or shareholders to do so. WestLB’s manage-
ment and shareholders are under no obligation whatsoever to approve unconsolidated accounts only if
these accounts show Distributable Profits which are sufficient for the accrual of full Profit Participations
under the Participation Agreement.
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Capital Payments on the Capital Securities are dependent on the Repayment Amount under the
Participation Agreement.

If, because the Silent Contribution has participated in WestLB’s Annual Balance Sheet Loss, there has
been a Reduction of the Silent Contribution’s book value at the time that it becomes due for repayment
following the insolvency or liquidation of WestLB and the Silent Contribution’s book value has not yet
been fully written up to its initial principal amount, the Repayment Amount payable under the
Participation Agreement will be lower than its initial principal amount. In such case, Capital Payments
under the Capital Securities will be lower than the nominal amount of the Capital Securities. Accordingly,
even in the unlikely case that liquidation proceeds would be allocated to junior creditors of WestLB
following an insolvency or liquidation of WestLB, Balance Sheet Losses of WestLB may result in the
Securityholders incurring a loss on their investment upon redemption of the Capital Securities.

Claims under the Participation Agreement are subordinated.

The payment obligations of WestLB under the Participation Agreement constitute obligations that are
subordinated to the full prior payment in cash or cash equivalents of all existing and future unsubordi-
nated and subordinated indebtedness of WestLB. Accordingly, the Issuer’s rights under the Participation
Agreement will rank behind all unsubordinated and subordinated creditors of WestLB in the event of the
liquidation or dissolution of WestLB and senior only to shareholders’ claims and claims under Existing
Silent Participations. WestLB’s payment obligations under the Participation Agreement will rank pari
passu amongst themselves and with all claims in respect of future participations in the form of Stille
Gesellschaft in WestLB and other Tier 1 capital instruments of WestLB ranking pari passu therewith.
WestLB has agreed in the Participation Agreement not to accept any additional participations in the form
of Stille Gesellschaft in WestLB ranking senior (as to participation in WestLB’s assets in liquidation or
otherwise) to claims under the Participation Agreement but has not agreed any restrictive covenants
regarding its ability to incur additional indebtedness in the form of Stille Gesellschaft ranking pari passu
or additional indebtedness ranking senior to claims under the Participation Agreement.

Profit Participation Payments under the Participation Agreement and Coupon Payments under
the Capital Securities are not cumulative.

Profit Participation Payments under the Participation Agreement and, in turn, Coupon Payments under
the Capital Securities are not cumulative. Hence, if no or only partial Profit Participation Payments were
made under the Participation Agreement and, in turn, no or only partial Coupon Payments were made
under the Capital Securities, Profit Participation Payments and Coupon Payments in following years will
not increase to compensate for any shortfall.

The Issuer is a special purpose entity which is not affiliated with WestLB. Coupon Payments and
Capital Payments under the Capital Securities are conditional upon receipt of the necessary
funds by the Issuer and Securityholders have no recourse against WestLB.

The Issuer is not affiliated with WestLB and its only assets are the claims under the Participation
Agreement, the Loan Agreement and the Contribution Agreement. Further, the Issuer’s obligations to
make Coupon Payments and Capital Payments (including, if necessary, any Additional Amounts) under
the Capital Securities are conditional upon the receipt of funds under the Participation Agreement and
the Loan Agreement. Hence, if the Issuer does not receive funds under the Participation Agreement or
the Loan Agreement, it will have no obligation to make the corresponding Coupon Payments or Capital
Payments (or Additional Amounts) under the Capital Securities. In any such case, Securityholders will
not receive Coupon Payments or Capital Payments under the Capital Securities and will have no claim
or other recourse against WestLB.

The Issuer’s obligation to pay Additional Amounts is subject to funds being available to it for this purpose.
The Issuer has currently not entered into any arrangements to avail itself of funds required to pay
Additional Amounts and its ability to do so will depend on the Bank’s agreement, at the time, to pay higher
Profit Participation Payments to cover such Additional Amounts. In the event of an Ordinary Issuer
Relocation, the Bank will be required to indemnify the Issuer in respect of such Additional Amounts
payable by it as a result of the Ordinary Issuer Relocation and would do so by paying higher Profit
Participations.

The activities of the Issuer are contractually limited to performing its role in the Transaction. There can
be no assurance, however, that the management of the Issuer will restrict its business activities to the
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Transaction, which may result in the Issuer incurring additional liabilities. Any such additional liabilities of
the Issuer could adversely affect its ability to perform its obligations in connection with the Transaction
and its obligations under the Capital Securities. If the Issuer is not in a position to meet its obligations
under the Capital Securities, Securityholders will have no claim or other recourse against WestLB.

The Capital Securities have no scheduled maturity.

The Capital Securities have an indefinite term and will only be redeemed if the Participation Agreement
is terminated and the Silent Contribution is repaid to the Issuer or if the Issuer chooses to exercise its
right of redemption in accordance with the terms of the Capital Securities. The Capital Securities may be
terminated by the Issuer for the first time with effect on 30 June 2011, but subject to the availability of
funds to the Issuer required for full repayment of capital and accrued interest. The Issuer may fund any
repayment of the Capital Securities out of the funds received by it upon repayment of the Silent
Contribution from the Bank. However, the Participation Agreement runs for an indefinite period and may,
according to its terms, only be terminated by WestLB and may not be terminated by the Issuer. Other
than for certain tax or regulatory reasons, a termination of the Participation Agreement by WestLB may
only become effective on or after 31 December 2015 and in the event of termination as of such date
repayment of the principal amount of the Silent Contribution would fall due on 30 June 2016. In addition,
the Participation Agreement provides for two years’ notice prior to termination and stipulates that no
termination shall become effective without prior regulatory approval. No arrangements have been made
by the Issuer to finance the repayment of the Capital Securities in any other way than by repayment of
the Silent Contribution from the Bank. Therefore, Securityholders should be aware that they may be
required to bear the financial risks of an investment in the Capital Securities for an indefinite period of
time.

The Agreements between WestLB and the Issuer may not be at arms length.

The Issuer is owned by Hybrid Capital Funding Il Limited, Jersey, as Issuer General Partner and Hybrid
Funding Il GmbH, Cologne, Germany as Issuer Limited Partner and neither the Issuer nor any of its
partners is affiliated with WestLB. It is the intention of WestLB, the Issuer, the Lender and the Issuer
Limited Partner that the terms of any agreements and transactions among them, including the
Participation Agreement, the Terms and Conditions of the Capital Securities, the Contribution Agreement
and the Loan Agreement by and among, inter alia, WestLB, the Issuer, the Lender and the Issuer Limited
Partner should be fair to all parties and consistent with market terms. However, there can be no
assurance that such agreements or transactions are on terms as favourable to the Issuer as those that
could have been obtained from parties other than WestLB.

There has been no prior market for the Capital Securities.

The Capital Securities that are the subject of this offering are a new issue of securities. Prior to their
issue, there has been no public market for the Capital Securities. Although application has been made
to have the Capital Securities listed on the Luxembourg Stock Exchange, there can be no assurance that
an active public market for the Capital Securities will develop. If such a market develops, neither the Lead
Managers nor any other person is obliged to maintain it. In addition, it is anticipated that a substantial
portion in principal amount of the Capital Securities will, directly or indirectly, be acquired and held by
shareholders of WestLB (see “Subscription and Sale”), which could reduce the size and liquidity of such
a market. Furthermore, the liquidity and the market for the Capital Securities can be expected to vary with
changes in the securities market and economic conditions, the financial condition and prospects of
WestLB and the Issuer and other factors which generally influence the market prices of securities. Such
fluctuations may significantly affect liquidity and market prices for the Capital Securities.

Agreements governed by German law may be subject to general termination rights.

The Capital Securities, the Participation Agreement, the Contribution Agreement, the Loan Agreement
and the Assignment Agreement are governed by German law. Under German law, the right to terminate
continuous contracts (Dauerschuldverhéltnis) in extraordinary circumstances (Kundigungsrecht aus
wichtigem Grund) cannot be excluded. Even though the circumstances under which such a termination
right exists are limited, there can be no assurance that a party to any of those agreements will not assert
the existence of such a termination right in the future.
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USE OF PROCEEDS

The proceeds from the issue of the Capital Securities will amount to € 240,000,000 and will be used by
the Issuer to acquire a silent partnership interest in the commercial enterprise (Handelsgewerbe) of
WestLB in the form of a Stille Gesellschaft under German law pursuant to the Participation Agreement,
which provides for a capital contribution by the Issuer to WestLB in the form of the Silent Contribution.
In addition to the commissions payable to the Managers (see “Subscription and Sale”), WestLB expects
the costs related to the offering of the Capital Securities to amount to € 270,000.
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CAPITALISATION, REGULATORY CAPITAL, DISTRIBUTABLE PROFITS AND DIVIDENDS

Capitalisation and Indebtedness

The following tables present the audited unconsolidated and consolidated capitalisation of WestLB and
the WestLB Group pursuant to German GAAP at the dates specified.

WestLB
as of 31 December
2004 2003
(in € million)

Long-term debt
— Bonds and notes 19,683.9 10,968.0
— Other Liabilities 15,261.3 12,787.1
Total long-term debt 34,945.2 23,755.1
Short-term debt 154,148.8 171,150.5
Total Debt 189,094.0 194,905.6
Equity
— Paid in capital 1,794.6 950.5
— Capital reserves 1,561.3 1,510.9
— Capital contribution made to implement the resolved capital

increase 250.0 -
— Retained earnings reserves required by WestLB’s Statutes - -
— Other reserves - -
— Total reserves from retained earnings - -
— Silent participation 272.5 837.1
Equity-like Positions
— Funds for general banking risks 82.0 82.0
— Participation certificates 2,427.7 2,423.9
— Subordinated liabilities 4,111.0 4,338.5
Total Equity and Equity-like Positions 10,499.1 10,142.9
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WestLB Group

Long-term debt
— Bonds and notes
— Other Liabilities

Total long-term debt

Short-term debt

Total Debt

Equity

— Paid in capital

— Capital reserves

— Capital contribution made to implement the resolved capital
increase

— Equalising items for shares of other shareholders

— Group reserves

— Silent participation

Equity-like Positions

— Funds for general banking risks

— Participation certificates

— Subordinated liabilities

Total Equity and Equity-like Positions

Material Changes in Capitalisation and Indebtedness

as of 31 December

2004 2003

(in € million)
28,382.2 20,291.3
19,613.7 16,455.7
47,995.9 36,747.0
179,197.0 194,527.0
227,192.9 231.274.0
1,794.6 950.5
1,561.3 1,510.9
250.0 -
-49.6 287.2
14.7 5.9
272.5 837.1
89.0 260.9
2,648.7 2,644.9
4,278.4 4,506.7
10,859.6 11,004.1

As per 31 December 2004, WestLB AG’s owners effected the conversion of a portion of a silent
contribution made to the Bank into share capital. The share capital increase was registered in WestLB
AG’s commercial registers on 21 February 2005 and resulted in an increase of paid-in capital in the
amount of € 33.3 million and of capital reserves by € 216.7 million. This increase corresponded to a
decrease of the principal amount of the remaining silent contribution by € 250 million. WestLB received
a silent capital contribution in the principal amount of US$ 300,000,000 from Hybrid Capital Funding |
Limited Partnership on 22 April 2005. The corresponding silent participation agreement dated 6 April
2005 is made on terms which are substantially similar to the terms of the Participation Agreement

described in this Offering Circular.

There has been no other material change in the consolidated or unconsolidated capitalisation and
indebtedness of WestLB and the WestLB Group since 31 December 2004.
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Regulatory Capital

The following table shows the composition of WestLB’s and the WestLB Group’s regulatory capital in
accordance with the provisions of the German Banking Act on an unconsolidated and consolidated basis
as at the dates specified (columns may not add up due to rounding):

as of 31 December

2000 2001 2002 2003 2004
(in € million)
WestLB only
Tier | (liable) capital (Eigenkapital) 5,521 5,623 5,054 5,697 4,846
of which:
Silent participations (Stille Einlagen) 0 0 0 1,250 587
Reserves (offene Riicklagen) 4,034 4,144 4,028 3,418 2,417
Tier Il (supplementary) capital
(Ergdnzungskapital) 5,329 5,623 4,937 5,259 4,525
Deductible items (Abzugsposten) -47 -31 -28 -42 -46
Tier Il capital 1,799 2,168 1,576 1,168 1,411
Total 12,602 13,382 11,539 12,082 10,737
Overall Ratio (Gesamtkennziffer) 9.7% 9.8% 11.2% 14.6% 15.1%
2000 2001 2002 2003 2004
WestLB Group
Tier | (liable) capital (Eigenkapital) 7,987 8,396 7,813 8,871 7,641
of which:
Silent participations (Stille Einlagen) 793 1,023 1,531 2,709 1,872
Reserves (offene Riicklagen) 7,190 7,819 9,439 9,327 6,357
Tier Il (supplementary) capital
(Ergdnzungskapital) 7,124 7,777 6,798 7,288 6,323
Deductible items (Abzugsposten) -188 -97 -109 -111 -71
Tier lll capital 1,953 1,955 1,750 848 935
Total 16,876 18,031 16,252 16,896 14,828
Overall Ratio (Gesamtkennziffer) 9.8% 9.6% 10.5% 12.5% 13.0%

WestLB received a silent capital contribution in the principal amount of US$ 300,000,000 from Hybrid
Capital Funding | Limited Partnership on 22 April 2005. The corresponding silent participation agreement
dated 6 April 2005 is made on terms which are substantially similar to the terms of the Participation
Agreement. There has been no other material change in the regulatory capitalisation of WestLB or the
WestLB Group since 31 December 2004.

Net Profits, Distributable Profits and Dividends of WestLB

Coupon Payments on the Capital Securities depend, among other things, on the Distributable Profits of
WestLB for the preceding fiscal year. See “Summary of the Terms of the Capital Securities”.

The Participation Agreement defines “Distributable Profits” as the net profit (Jahresliberschuss) or net
loss (Jahresfehlbetrag) of the Bank as shown in the Bank’s unconsolidated profit and loss statement for
the relevant Profit Period, plus withdrawals from other earnings reserves, if any, accumulated during the
term of the Participation Agreement, minus any loss carried forward from previous years and minus any
amount to be allocated to the legal reserves pursuant to Section 300 of the German Stock Corporation
Act, all in compliance with, and determined on the basis of, German GAAP.
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The following table sets out, for the years ended 31 December 2002, 2003 and 2004, the net profit
(Jahrestiberschuss) and Distributable Profits of WestLB:

2004 2003 2002

(in € million)
Net Profit (Jahrestiberschuss) -920.0 -2,320.0 -610.0
Distributable Profits -920.0 -2,320.0 -610.0

As the Distributable Profits of the Bank for the years 2002, 2003 and 2004 were negative, no Profit
Distribution would have accrued on the Participation Agreement for those years had the Participation
Agreement been effective during such years.

The following table shows WestLB’s dividends in respect of each of the five years in the period ended
31 December 1999 through 2004.

Year ended 31 December Dividends

(in € million)
1999 95.1
2000 95.1
2001 70.9
2002 0
2003 0
2004 (expected) 0
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TERMS AND CONDITIONS OF THE CAPITAL SECURITIES

THE GERMAN TEXT OF THE TERMS AND CONDITIONS OF THE CAPITAL SECURITIES IS
LEGALLY BINDING. THE ENGLISH TRANSLATION IS FOR CONVENIENCE ONLY.

EMISSIONSBEDINGUNGEN
der
€ 240.000.000 Capital Securities
der

Hybrid Capital Funding Il Limited Partnership
St Helier
Jersey JE4 8PX
Kanalinseln
(nachstehend als Emittentin bezeichnet)

§1

Definitionen und Auslegung

Definitionen: Sofern aus dem Zusammenhang
nicht etwas anderes hervorgeht, haben die nach-
stehenden Begriffe folgende Bedeutung:

Ausgabetag bezeichnet den 13. Mai 2005.

BaFin bezeichnet die Bundesanstalt fir Finanzdi-
enstleistungsaufsicht oder eine etwaige Nachfolge-
behdrde, die an deren Stelle tritt.

Bank bezeichnet die WestLB AG, eine nach deut-
schem Recht errichtete Aktiengesellschaft mit Sitz
in Dlsseldorf und Minster, Deutschland.

Beendigungstag bezeichnet den Tag, ab dem die
Emittentin aufgrund einer wirksamen Kuindigung
des Beteiligungsvertrages nicht mehr am Handels-
gewerbe der Bank als typischer stiller Gesell-
schafter beteiligt ist.

Beteiligungsvertrag hat die in § 4(1) festgelegte
Bedeutung.

Buchwert der Stillen Einlage bezeichnet den
handelsrechtlichen Buchwert der Stillen Einlage,
so wie dieser in der Bilanz der Bank festgestellt
wurde. Wenn sich bei Aufstellung der Bilanz der
Bank fur dieses Geschéftsjahr die Entstehung eines
Jahresbilanzverlusts abzeichnet, so wird dieser
Jahresbilanzverlust anteilig nach MaBgabe des
Beteiligungsvertrags vom Buchwert abgezogen.

Clearing-System bezeichnet Clearstream Frank-
furt.

Clearstream Frankfurt bezeichnet Clearstream
AG, Frankfurt am Main.

Darlehens-Auszahlung hat die in § 4(3) fest-
gelegte Bedeutung.
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TERMS AND CONDITIONS
of the
€ 240,000,000 Capital Securities
issued by

Hybrid Capital Funding Il Limited Partnership
St Helier
Jersey JE4 8PX
Channel Islands
(hereinafter called Issuer)

§1

Definitions and Interpretation

Definitions: Unless the context requires other-
wise, the following terms will have the following
meanings:

Issue Date means 13 May 2005.

BaFin means the German Financial Supervisory
Authority or any successor agency taking its place.

Bank means WestLB AG, a stock corporation
established under the laws of Germany, having its
seat in Dusseldorf and Minster, Germany.

Termination Date shall mean the date on which
the Issuer ceases to participate in the Bank’s
commercial enterprise as an ordinary silent partner
because the Participation Agreement has been
validly terminated.

Participation Agreement has the meaning speci-
fied in § 4(1).

Book Value of the Silent Contribution means the
commercial law book value of the Silent Contribu-
tion as specified in the Bank’s balance sheet. If,
when drawing up the Bank’s balance sheet for
such fiscal year, it becomes evident that an annual
balance sheet loss would arise, a proportionate
part of such annual balance sheet loss will be
deducted from the book value in accordance with
the Participation Agreement.

Clearing System means Clearstream Frankfurt.

Clearstream Frankfurt means Clearstream AG,
Frankfurt am Main.

Advance has the meaning specified in § 4(3).



Darlehensgeberin bezeichnet die WestLB AG.

Darlehensvertrag hat die in § 4(3) festgelegte
Bedeutung.

Depotbank bezeichnet ein Bank- oder sonstiges
Finanzinstitut, das zum Betreiben des Wertpapier-
depotgeschéafts berechtigt ist und bei dem der
betreffende Emissionsglaubiger Capital Securities
in einem Wertpapierdepot verwahren lasst und das
ein Konto bei dem Clearing-System unterhélt.

Einlagennennbetrag bezeichnet den Betrag von
€ 240.000.000 (Euro zweihundertvierzig Millionen).

Einzahlungsvertrag hat die in § 4(2) festgelegte
Bedeutung.

Emissionsbedingungen bezeichnet diese Bedin-
gungen der Capital Securities.

Emissionsglédubigerbezeichnet die Inhaber eines
Miteigentumsanteils oder -rechts an der Global-
urkunde.

Emittenten-Gesellschafter bezeichnet die
Emittenten-Kommanditistin und die Emittenten-
Komplementérin.

Emittenten-Kommanditistin bezeichnet Hybrid
Funding Il GmbH, eine nach deutschem Recht
errichtete Gesellschaft mit beschrankter Haftung
mit Sitz in Koéln, Deutschland, die der Limited
Partner der Emittentin nach MaBgabe des Limited
Partnerships (Jersey) Law 1994 in der jeweils
gultigen Fassung ist.

Emittenten-Komplementérin bezeichnet Hybrid
Capital Funding Il Limited, eine nach dem Recht
von Jersey errichtete Gesellschaft mit beschrank-
ter Haftung mit Sitz in 22 Grenville Street, St.
Helier, Jersey JE4 8PX, Kanalinseln, die der Gen-
eral Partner der Emittentin nach MaBgabe des
Limited Partnerships (Jersey) Law 1994 in der
jeweils gultigen Fassung ist.

Emittentin hat die in § 2(1) festgelegte Bedeutung.

Erste Gewinnperiode hat die in § 4(1)(b) fest-
gelegte Bedeutung.

Félligkeitstag hat die in § 4(1)(c) festgelegte Be-
deutung.

Geschiftstag bezeichnet jeden Tag, an dem TAR-
GET (das Trans-European Automated Real Time
Gross Settlement Express Transfer System) Bu-
chungen oder Zahlungsanweisungen im Hinblick
auf Zahlungen in Euro abwickelt.

Gewinnbeteiligung hat die in § 4(1)(a) festgelegte
Bedeutung

Gewinnbeteiligungszahlung hat die in § 4(1)(a)
festgelegte Bedeutung.

Lender means WestLB AG.

Loan Agreement has the meaning specified in
§ 4(3).

Custodian means any bank or other financial
institution authorised to engage in securities cus-
tody business with which the relevant Security-
holder maintains a securities account in respect of
any Capital Securities and which maintains an
account with the Clearing System.

Nominal Contribution Amount means €
240,000,000 (Euro two hundred and forty million).

Contribution Agreement has the meaning speci-
fied in § 4(2).

Terms and Conditions means these terms and
conditions of the Capital Securities.

Securityholder means any holder of a propor-
tional co-ownership participation or right in the
Global Security.

Issuer Partners means the Issuer Limited Partner
and the Issuer General Partner.

Issuer Limited Partner means Hybrid Funding Il
GmbH, a limited liability company incorporated
under the laws of Germany whose registered office
is at Cologne, Germany and who is a limited
partner of the Issuer within the meaning of the
Limited Partnerships (Jersey) Law 1994, as
amended.

Issuer General Partner means Hybrid Capital
Funding Il Limited, a limited liability company in-
corporated under the laws of Jersey whose regis-
tered office is at 22 Grenville Street, St. Helier,
Jersey JE4 8PX, Channel Islands and who is a
general partner of the Issuer within the meaning of
the Limited Partnerships (Jersey) Law 1994, as
amended.

Issuer has the meaning specified in § 2(1).

First Profit Period has the meaning specified in
§ 4(1)(b).
Due Date has the meaning specified in § 4(1)(c).

Business Day means a day on which TARGET
(the Trans-European Automated Real Time Gross
Settlement Express Transfer System) is operating
credit or transfer instructions in respect of pay-
ments in Euro.

Profit Participation has the meaning specified in
§ 4(1)(a).

Profit Participation Payment has the meaning
specified in § 4(1)(a).
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Gewinnperiode hat die in § 4(1)(b) festgelegte
Bedeutung.

Globalurkunde hat die in § 2(2) festgelegte Be-
deutung.

Globalurkunden hat die in § 2(2) festgelegte
Bedeutung.

Hauptzahistelle hat die in § 13(1) festgelegte
Bedeutung.

Kapitaleinzahlung hat die in § 4(2) festgelegte
Bedeutung.

Kapitalertragsteuer bezeichnet nach MaBgabe
von § 43 EStG einbehaltene Kapitalertragsteuer
zuzlglich des Solidaritéatszuschlags.

KWG bezeichnet das Kreditwesengesetz.

Nachfolgerin hat die in § 14(1) festgelegte Bedeu-
tung.

Permanente Globalurkunde hat die in § 2(2)
festgelegte Bedeutung.

Capital Securities hat die in § 2(1) festgelegte
Bedeutung.

Riickzahlungsbetrag bezeichnet entweder den
Buchwert der Stillen Einlage oder den Einlagen-
nennbetrag, je nachdem welcher Betrag niedriger
ist.

Riickzahlungstag bezeichnet entweder (i) den 30.
Juni des Jahres, das auf das Geschéaftsjahr der
Bank folgt, in das der Beendigungstag fallt oder,
falls dieser Tag kein Geschéftstag ist, den néchst-
folgenden Geschaftstag oder, falls spater, (ii) falls
am 29. Juni des mafgeblichen Geschéftsjahres
der Bank der Jahresabschluss der Bank fir das
Geschéftsjahr, in das der Beendigungstag féllt,
noch nicht festgestellt war, der auf den Tag der
Feststellung folgende Geschéftstag, je nachdem,
welches der spétere Zeitpunkt ist.

Sperrfrist hat die in § 2(2) festgelegte Bedeutung.

Steuererstattungsanspriiche hat die in § 4(2)
festgelegte Bedeutung.

Stille Einlage hat die in § 4(1) festgelegte Bedeu-
tung.

Tilgungszahlung hat die in § 7(1) festgelegte
Bedeutung.

U.S.-Person bezeichnet eine U.S. person im Sinne

des US-amerikanischen Internal Revenue Code
von 1986 in seiner jeweils gulltigen Fassung.

Vorldufige Globalurkunde hat die in § 2(2) fest-
gelegte Bedeutung.

Zahlstelle und Zahlstellen hat die in § 13(2)
festgelegte Bedeutung.

Profit Period has the meaning specified in
§ 4(1)(b).

Global Security has the meaning specified in
§ 2(2).

Global Securities has the meaning specified in
§ 2(2).

Principal Paying Agent has the meaning speci-
fied in § 13(1)

Contribution Payment has the meaning specified
in § 4(2).

German Withholding Tax means German With-

holding tax levied in accordance with § 43 German
Income Tax Act plus the solidarity surcharge.

KWG means the German Banking Act.
Successor has the meaning specified in § 14(1).

Permanent Global Security has the meaning
specified in § 2(2).

Capital Securities has the meaning specified in
§ 2(1).
Repayment Amount means the lower of the Book

Value of the Silent Contribution and the Nominal
Contribution Amount.

Repayment Date means the later of (i) 30 June of
the year following the fiscal year of the Bank in
which the Termination Date occurs or, if such day is
not a Business Day, the next Business Day follow-
ing such day or (ii) if, on 29 June of the relevant
fiscal year of the Bank, the Bank’s annual financial
statements for the fiscal year of the Bank in which
the Termination Date occurs have not been
adopted, the Business Day following the adoption
thereof.

Restricted Period has the meaning specified in
§ 2(2).

Tax Refund Claims has the meaning specified in
§ 4(2).

Silent Contribution has the meaning specified in
§ 4(1).

Redemption Payment has the meaning specified
in § 7(1).

U.S. Person means a U.S. person as defined in

the United States Internal Revenue Code of 1986,
as amended.

Temporary Global Security has the meaning
specified in § 2(2).

Paying Agent and Paying Agents has the mean-
ing specified in § 13(2).
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Zinszahlung hat die in § 6(1) festgelegte Bedeu-
tung.

Zusiéitzliche Betrdge hat die in § 10 festgelegte
Bedeutung.

§2

Stiickelung; Verbriefung und Verwahrung;

1)

()

©)

4)

Ubertragbarkeit

Stiickelung: Die Emission der Capital Securi-
ties im Gesamtnennbetrag von € 240.000.000
(in Worten: Euro zweihundertvierzig Millionen)
der Hybrid Capital Funding Il Limited Partner-
ship (Emittentin) ist eingeteilt in 240.000 un-
tereinander gleichrangige Teilschuldverschrei-
bungen mit einem Nennbetrag von jeweils
€ 1.000 (die Capital Securities).

Verbriefung: Die Capital Securities werden
zuné&chst durch eine vorlaufige auf den Inhaber
lautende Globalschuldverschreibung (die Vor-
laufige Globalurkunde) ohne Zinsscheine ver-
brieft; die Vorlaufige Globalurkunde wird nicht
friher als 40 Tage (dieser Zeitraum nachfol-
gend die Sperrfrist) und nicht spéater als 180
Tage nach dem Ausgabetag in eine perma-
nente auf den Inhaber lautende Globalschuld-
verschreibung (Permanente Globalurkunde,
und die Vorlaufige Globalurkunde gemeinsam
mit der Permanenten Globalurkunde die Glo-
balurkunden und jede fur sich eine Global-
urkunde) ohne Zinsscheine ausgetauscht, und
zwar gegen Nachweis Uber das Nichtbestehen
U.S.-amerikanischen wirtschaftlichen Eigen-
tums (U.S. beneficial ownership) an den Capi-
tal Securities, der nach Inhalt und Form den
Anforderungen des Rechts der Vereinigten
Staaten von Amerika und den dann beste-
henden Usancen des Clearing-Systems
entspricht.

Ausgabe und Verwahrung: Die Vorlaufige
Globalurkunde und die Permanente Global-
urkunde sind jeweils nur wirksam, wenn sie die
eigenhandigen Unterschriften von zwei durch
die Emittentin bevollmé&chtigen Personen sowie
die Unterschrift eines Kontrollbeauftragten der
Hauptzahlstelle tragen. Die Globalurkunden
werden bei Clearstream Frankfurt hinterlegt,
bis s&dmtliche Verpflichtungen der Emittentin
aus den Capital Securities erfillt sind.

Ubertragbarkeit: Den Emissionsglaubigern
stehen Miteigentumsanteile oder -rechte an
den Globalurkunden zu, die nach MafBgabe
des anwendbaren Rechts und der jeweils gel-
tenden Usancen des Clearing-Systems Uber-
tragen werden kénnen.

Coupon Payment has the meaning specified in
§ 6(1).

Additional Amounts has the meaning specified in
§ 10.

§2

Denomination; Form and Custody; Transfer-
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Denomination: The issue of the Capital Secu-
rities in the aggregate nominal amount of
€ 240,000,000 (in words: Euro two hundred
and forty million) by Hybrid Capital Funding I
Limited Partnership (Issuer) is divided into
240,000 notes, ranking pari passu among them-
selves, in the nominal amount of € 1,000 each
(the Capital Securities).

Form: The Capital Securities will initially be
represented by a temporary global bearer se-
curity (Temporary Global Security) without
interest coupons, which will be exchanged no
earlier than 40 days (this period hereinafter
referred to as the Restricted Period) and no
later than 180 days after the Issue Date against
delivery of a permanent global bearer security
(Permanent Global Security, the Temporary
Global Security together with the Permanent
Global Security hereinafter referred to as the
Global Securities and each a Global Secu-
rity) without interest coupons upon certification
as to non-U.S. beneficial ownership of the
Capital Securities, the contents and form of
which shall correspond to the applicable re-
quirements of the laws of the United States of
America and the then prevailing standard prac-
tices of the Clearing System.

Issuance and Custody: Each of the Tempo-
rary Global Security and the Permanent Global
Security shall only be valid if it bears the
hand-written signatures of two duly authorised
representatives of the Issuer and, by way of
verification, the signature of a person in-
structed by the Principal Paying Agent. The
Global Securities shall be deposited with Clear-
stream Frankfurt until the Issuer has satisfied
and discharged all its obligations under the
Capital Securities.

Transferability: The Securityholders will re-
ceive proportional co-ownership participations
or rights in the Global Securities that are
transferable in accordance with applicable law
and applicable regulations of the Clearing Sys-
tem.



§3

Status der Capital Securities

Die Capital Securities begriinden unmittelbare, nicht
nachrangige und (mit Ausnahme einer
Sicherungsabtretung von Zahlungsansprichen der
Emittentin an einen zugunsten der Emissionsgléu-
biger handelnden Sicherheitentreuh&nder) nicht be-
sicherte bedingte Verbindlichkeiten der Emittentin
und stehen im gleichen Rang untereinander und
mindestens im gleichen Rang mit allen anderen
gegenwartigen und zukunftigen nicht besicherten
und nicht nachrangigen Verbindlichkeiten der Emit-
tentin, soweit zwingendes Gesetzesrecht nichts
anderes vorschreibt.

§4
Beteiligungsvertrag; Einzahlungsvertrag; Dar-
lehensvertrag

(1) Beteiligungsvertrag: Den Erlés aus der Aus-
gabe der Capital Securities wird die Emittentin
ausschlieBlich zu dem Zweck verwenden, auf
Grundlage eines zwischen ihr und der Bank
am Ausgabetag abgeschlossenen Vertrages
(Beteiligungsvertrag), der eine Vermo-
genseinlage der Emittentin bei der Bank in
Hoéhe von € 240.000.000 (Stille Einlage) vors-
ieht, eine stille Beteiligung an dem Handels-
gewerbe der Bank nach deutschem Recht zu
begrunden.

(a) Gewinnbeteiligungszahlungen: Nach
MaBgabe des Beteiligungsvertrags wird
die Emittentin die Stille Einlage in Hohe
von € 240.000.000 als Bareinlage an die
Bank erbringen. Als Gegenleistung stehen
der Emittentin  Gewinnbeteiligungen
(Gewinnbeteiligungen) zu, die jeweils
jahrlich nach MaBgabe des Beteiligungs-
vertrags auf Grundlage des Nennbetrages
der Stillen Einlage in jedem Geschéftsjahr
der Bank ermittelt und halbjahrlich nacht-
raglich ausgeschittet werden (jeweils eine
Gewinnbeteiligungszahlung).

(b) Gewinnperioden; Erste Gewinnperiode:
Nach Maf3gabe des Beteiligungsvertrages
fallen auf die Stille Einlage Gewinnbeteili-
gungen fur Gewinnzeitrdume (jeweils eine
Gewinnperiode) an. Gewinnperioden
laufen jeweils vom 1. Januar (ein-
schlieBlich) bis 31. Dezember (ein-
schlieBlich) eines Jahres. Die erste Gewin-
nperiode (Erste Gewinnperiode), beginnt
am Ausgabetag (einschlieBlich) und endet
(einschlieBlich) am 31. Dezember 2005.
Die letzte Gewinnperiode lauft vom
1. Januar des Jahres, in das der Beendi-
gungstag fallt, bis zum Beendigungstag
(beide Tage einschlieBlich).

§3

Status of the Capital Securities

The Capital Securities constitute direct, unsubordi-
nated and (except for a security assignment of
claims of the Issuer to a security trustee acting for
the benefit of the Securityholders) unsecured con-
ditional obligations of the Issuer and rank pari
passu among themselves and at least pari passu
with all other unsubordinated and unsecured obli-
gations of the Issuer, present or future, save for
mandatory exceptions prescribed by statute.

§4
Participation Agreement; Contribution Agree-
ment; Loan Agreement

(1) Participation Agreement: The proceeds of
the issue of the Capital Securities will be used
by the Issuer exclusively for the purpose of
establishing a silent participation in the com-
mercial enterprise of the Bank under German
law pursuant to an agreement between the
Issuer and the Bank (Participation Agree-
ment) providing for a capital contribution by
the Issuer to the Bank in the amount of
€ 240,000,000 (Silent Contribution) and dated
the Issue Date.

(a) Profit Participation Payments: Under the
Participation Agreement, the Issuer will
make the Silent Contribution in the form of
a cash contribution of € 240,000,000 to the
Bank. In return, the Issuer will earn profit
participations (Profit Participations) cal-
culated annually in accordance with the
Participation Agreement on the basis of
the nominal amount of the Silent Contribu-
tion for each fiscal year of the Bank and
payable semi-annually in arrear (each a
Profit Participation Payment).

Profit Periods; First Profit Period: Under
the Participation Agreement, Profit Partici-
pations on the Silent Contribution accrue
for profit periods (Profit Periods). Profit
Periods run from (and including) 1 January
to (and including) 31 December of a year.
The first Profit Period (First Profit Period)
commences on (and includes) the Issue
Date and ends on (and includes) 31 De-
cember 2005. The last Profit Period runs
from 1 January of the year in which the
Termination Date occurs and ends on the
Termination Date (both days inclusive).

(b)
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(c)

(d)

(e)

Falligkeitstage: Jeder 30. Juni und 30.
Dezember an oder vor dem 30. Dezember
2005 (oder, falls dies keine Geschéftstage
sein sollten, des jeweils darauf folgenden
Geschaftstag) und jeder Tag danach, an
dem nach MafBgabe des Beteiligungsver-
trages Gewinnbeteiligungszahlungen fallig
werden, ist ein Félligkeitstag.

Nach MafBgabe des Beteiligungsvertrages
ist jede Gewinnbeteiligung (mit Ausnahme
der Gewinnbeteiligung fir die Erste Gewin-
nperiode) in zwei gleichen Gewinnbeteili-
gungszahlungen wie folgt fallig: die erste
Gewinnbeteiligungszahlung wird (i) am
30. Dezember eines Jahres nach Ablauf
der mafgeblichen Gewinnperiode oder,
falls dies kein Geschéftstag ist, am darauf
folgenden Geschéftstag; oder, falls spater,
(i) am Geschéaftstag nach dem Tag der
Feststellung des Jahresabschlusses der
Bank fir das Geschaftsjahr, auf das sich
die maBgebliche Gewinnperiode bezieht,
fallig; die zweite Gewinnbeteiligungszahl-
ung wird an dem nachfolgenden 30. Juni
oder, falls dies keine Geschéftstag sein
sollte, am darauf folgenden Geschéftstag
fallig.

Der Beteiligungsvertrag sieht vor, dass die
Gewinnbeteiligung fur die Erste Gewinnpe-
riode in drei Gewinnbeteiligungszahlungen
wie folgt fallig wird: Die erste Gewinnbeteili-
gungszahlung wird (i) am 30. Juni 2006
oder, falls dies kein Geschéftstag ist, am
darauf folgenden Geschéftstag; oder, falls
spater, (i) am Geschéftstag nach dem Tag
der Feststellung des Jahresabschlusses
der Bank fur das Geschéftsjahr 2005, fal-
lig; die zweite und dritte Gewinnbeteiligung-
szahlung werden am 30. Dezember 2006
und am 30. Juni 2007 oder, falls dies keine
Geschaftstage sein sollten, am darauf fol-
genden Geschéftstag fallig.

Riickzahlungsbetrag und -tag: Nach
MaBgabe des Beteiligungsvertrages zahlt
die Bank der Emittentin am Riickzahlung-
stag den Ruckzahlungsbetrag.

Hinweis gemaB § 10(4) S. 1 Ziff. 6 KWG:
Entsprechend den Vorgaben des KWG
sieht der Beteiligungsvertrag vor, dass
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(d)

(e)

Due Dates: Each 30 June, and 30 Decem-
ber on or prior to 30 December 2005 (or, if
any such day is not a Business Day, the
respective next Business Day) and, there-
after, each date on which Profit Participa-
tion Payments fall due under the Participa-
tion Agreement is a Due Date.

Under the Participation Agreement, each
Profit Participation (other than the Profit
Participation for the First Profit Period) is
payable in two equal Profit Participation
Payments as follows: The first Profit Par-
ticipation Payment is payable on 30 De-
cember in the year following the end of the
relevant Profit Period or, if that day is not a
Business Day, the next Business Day; the
second Profit Participation Payment is pay-
able on the following 30 June, or, if such
day is not a Business Day, the next Busi-
ness Day.

The Participation Agreement provides that
the Profit Participation for the First Profit
Period is payable in three Profit Participa-
tion Payments as follows: The first Profit
Participation Payment is payable on the
later of (i) 30 June 2006 or, if that day is not
a Business Day, the next Business Day or
(ii) the Business Day following the date on
which the Bank’s annual financial state-
ments have been adopted for the fiscal
year 2005; the second and third Profit
Participation Payments are payable on
30 December 2006 and 30 June 2007,
respectively, or, if any such day is not a
Business Day, the next Business Day.

Repayment Amount and Date: Under the
Participation Agreement, the Bank will, on
the Repayment Date, pay to the Issuer the
Repayment Amount.

Notice in Accordance with § 10(4) s. 1
no. 6 KWG: In accordance with the require-
ments of the KWG, the Participation Agree-
ment provides that



(i) Verbot nachtréglicher Anderungen
zum Nachteil der Bank: nach seinem
Abschluss (A) die Verlustbeteiligung
der Emittentin nicht zum Nachteil der
Bank verandert werden kann, (B) die
Nachrangigkeit nicht eingeschrankt
werden kann und (iii) Laufzeit sowie
Kindigungsfrist nicht verkurzt werden
kénnen; und

(ii) Riickzahlungsverpflichtung: un-
geachtet anderweitiger Vereinbarun-
gen Vorauszahlungen auf die Stille
Einlage an die Bank zurtickzuzahlen
sind, es sei denn, (A) das Kapital
wurde durch anderes mindestens gle-
ichwertiges Eigenkapital ersetzt oder
(B) die BaFin hatte der vorzeitigen
Rickzahlung der Stillen Einlage zug-
estimmt.

(f) Vollstédndiger Beteiligungsvertrag: Die
Bestimmungen des Beteiligungsvertrags
werden diesen Emissionsbedingungen
sowie der Globalurkunde als Anlage
beigefugt und bilden mit diesen jeweils
eine Einheit. Eine Kopie des Beteiligungs-
vertrags in seiner jeweils gultigen Fassung
liegt zur Einsichtnahme in den Geschéftss-
tellen der Zahlstellen aus.

(2) Einzahlungsvertrag: Bei Zahlung von Gewin-

nbeteiligungszahlungen an die Emittentin und
Wiederauffullungen der Stillen Einlage nach
einer Herabsetzung des Buchwerts der Stillen
Einlage nach MaBgabe des Beteiligungsver-
trages ist die Bank verpflichtet, Kapitalertrag-
steuer auf die ausgeschtteten bzw. zur Auffll-
lung verwendeten Betrdge einzubehalten.
Soweit diese Einbehalte nach deutschem
Steuerrecht der Emittenten-Kommanditistin
zuzurechnen sind, gelten sie als Vorauszahl-
ungen auf die von der Emittenten-
Kommanditistin geschuldete deutsche Einko-
mmensteuer. In  Bezug auf diese
Vorauszahlungen geht die Emittenten-
Kommanditistin davon aus, dass ihr gegentber
den deutschen Finanzbehérden Steuererstat-
tungsanspriiche zustehen (Steuererstattung-
sanspriiche). In diesem Zusammenhang ha-
ben die Emittenten-Gesellschafter am 11. Mai
2005 einen erganzenden Gesellschafterver-
trag (Einzahlungsvertrag) geschlossen, nach
dem die Emittenten- Kommanditistin verpflich-
tet ist, der Emittentin sdmtliche Betrage zu
zahlen, die sie von den deutschen Steuerbe-
hérden in Bezug auf Steuererstattung-
sanspriiche erhélt (jede solche Zahlung jeweils
eine Kapitaleinzahlung).
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(i) Exclusion of Amendments to the
Bank’s Detriment: Subsequent to its
execution, (A) the loss participation of
the Issuer may not be amended to the
Bank’s detriment, (B) the subordina-
tion may not be limited and (C) neither
the term nor the notice period may be
shortened; and

(ii) Recontribution Obligation: any pre-
mature repayment of the Silent Contri-
bution must be repaid to the Bank
notwithstanding any agreement to the
contrary, unless (A) the capital has
been replaced by other own funds of at
least equal quality or (B) the BaFin has
agreed to the premature repayment of
the Silent Contribution.

(f) Complete Participation Agreement: The
provisions of the Participation Agreement
are attached to these Terms and Condi-
tions and to the Global Security and shall
be deemed to constitute one document
herewith. A copy of the Participation Agree-
ment, as amended from time to time, is
available for inspection at the office of
each Paying Agent.

(2) Contribution Agreement: Upon payment of

Profit Participation Payments to the Issuer and
write-up of the Silent Contribution (after a
reduction of the Book Value of the Silent Con-
tribution in accordance with the Participation
Agreement), the Bank must withhold German
Withholding Tax on the amounts distributed
and used for replenishments. These withhold-
ings, to the extent attributable to the Issuer
Limited Partner in accordance with German tax
laws, will be counted as prepayments towards
the German income tax owed by the Issuer
Limited Partner. In relation to such prepay-
ments, the Issuer Limited Partner expects to
be entitled to refund claims against the Ger-
man tax authorities (Tax Refund Claims). In
this context, the Issuer Partners entered into a
supplementary partnership agreement on 11
May 2005 (Contribution Agreement) under
which the Issuer Limited Partner is required to
pay to the Issuer all amounts that it receives
from the German tax authorities on account of
Tax Refund Claims (each such payment a
Contribution Payment).



)

Darlehensvertrag: Steuererstattung-
sanspriche werden erst nach der steuerlichen
Veranlagung der Emittenten-Kommanditistin far
jedes einzelne Steuerjahr féllig. Demgeméass
hat die Emittentin am 3. Mai 2005 mit der
Darlehensgeberin einen Darlehensvertrag ab-
geschlossen (Darlehensvertrag), nach dem
die Emittentin Auszahlungen (jeweils eine
Darlehens-Auszahlung) erhalt, um ihre Verp-
flichtung zur Zahlung von Zinszahlungen (bis
zum 30. Dezember 2005 einschlieB3lich voll-
sténdig; danach im Héhe der Einbehaltung) an
den jeweiligen Falligkeitstagen nachzukom-
men und die Stille Einlage nach einer Herab-
setzung des Buchwerts der Stillen Einlage
nach MaBgabe des Beteiligungsvertrages
wieder aufzuflllen. Die Emittentin erwartet, die
Darlehens-Auszahlungen mit den von der
Emittenten-Kommanditistin entweder als Kapi-
taleinzahlungen oder als Erste Gewinnbeteili-
gungszahlung erhaltenen Geldern zurlck-
zufihren. Die Bestimmungen des
Darlehensvertrages werden diesen Emissions-
bedingungen sowie der Globalurkunde als An-
lage beigeflgt und bilden mit diesen jeweils
eine Einheit. Eine Kopie des Darlehensver-
trages in seiner jeweils gultigen Fassung liegt
zur Einsichtnahme in den Geschéftsstellen der
Zahlstellen aus.

§5

Bindung der Emittentin; Rechtsverhéltnisse

1)

()

@)

Bindung der Emittentin: Die Capital Securi-
ties verbriefen die Verpflichtung der Emittentin,
den Erlés aus der Ausgabe der Capital Secu-
rities zur Zahlung der Stillen Einlage zu ver-
wenden und (i) die Gewinnbeteiligungszahlun-
gen, (ii) den Riickzahlungsbetrag und eventuell
darauf aufgelaufene Zinsen sowie (iii) die
Darlehens-Auszahlungen zu verwenden, um
ihre Zahlungsverpflichtungen gegentiber den
Emissionsglaubigern nach MaBgabe dieser
Emissionsbedingungen zu erfullen. Vorbe-
haltlich § 6 ist die Emittentin unter keinen
Umstanden verpflichtet, Zahlungen an die
Emissionsglaubiger zu leisten, wenn sie nicht
zuvor die ihr nach MaBgabe des Beteiligungs-
vertrags oder des Darlehensvertrages zuste-
henden Betrage tatséchlich erhalten hat.

Kein Rechtsverhéltnis zwischen Emissions-
glaubigern und Bank: Durch den Beteili-
gungsvertrag und den Darlehensvertrag wer-
den keine Rechte der Emissionsglaubiger
gegeniber der Bank begrindet.

Kein Rechtsverhéltnis zwischen Emissions-
glaubigern und Emittenten-Kommanditistin:
Durch den Einzahlungsvertrag werden keine
Rechte der Emissionsglaubiger gegenuber der
Emittenten-Kommanditistin begrindet.
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Loan Agreement: Tax Refund Claims only
become due and payable after the Issuer Lim-
ited Partner’'s tax assessment for each tax
year. Accordingly, the Issuer has entered into a
loan agreement with the Lender on 3 May 2005
(Loan Agreement), pursuant to which the
Issuer is entitled to obtain advances (each an
Advance) in order to fund Coupon Payments
(up to and including 30 December 2005, in full;
thereafter, in the amount of the withholding) on
the relevant Due Dates or fully to replenish the
Silent Contribution after a reduction of the
Book Value of the Silent Contribution in accor-
dance with the Participation Agreement. The
Issuer expects to repay the Advances with the
monies that it receives from the Issuer Limited
Partner either as the First Profit Participation
Payment or as Contribution Payments. The
terms of the Loan Agreement are attached to
these Terms and Conditions and to the Global
Security and shall be deemed to constitute one
document herewith. A copy of the Loan Agree-
ment, as amended from time to time, is avail-
able for inspection at the office of each Paying
Agent.

§5

Issuer Commitment; Legal Relationships

Issuer Commitment: The Capital Securities
represent the Issuer’s obligations to use the
proceeds from the issue of the Capital Securi-
ties for the purpose of paying the Silent Con-
tribution, and to use (i) the Profit Participation
Payments, (ii) the Repayment Amount, includ-
ing any interest accrued thereon, and (iii) the
Advances to satisfy its payment obligations to
the Securityholders under these Terms and
Conditions. Subject to § 6, in no event will the
Issuer be under any obligation to make pay-
ments to Securityholders without prior receipt
of the relevant amounts due to the lIssuer
under the Participation Agreement or the Loan
Agreement.

No Relationship between Securityholders
and Bank: The Participation Agreement and
the Loan Agreement do not create any rights of
the Securityholders vis-a-vis the Bank.

No Relationship between Securityholders
and Issuer Limited Partner: The Contribution
Agreement does not create any rights of the
Securityholders vis-a-vis the Issuer Limited
Partner.
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§6

Zinszahlungen

Falligkeit: An jedem Falligkeitstag wird die
Emittentin aus der jeweiligen Gewinnbeteili-
gungszahlung und Darlehens-Auszahlung, die
die Emittentin jeweils tatsachlich von der Bank
an diesem Félligkeitstag erhalten hat, Zinsen
auf die Capital Securities in H6he von 6,0%
p.a. an die Emissionsglaubiger zahlen (jeweils
eine Zinszahlung).

Unzureichende Gewinnbeteiligungszahlung
und Darlehensauszahlung: Falls die Gewinn-
beteiligung fur die Erste Gewinnperiode den
Betrag von € 31.584.000 unterschreitet, wird
die Emittentin die auf die Gewinnbeteiligung
fur die Erste Gewinnperiode erhaltenen Zahl-
ungen vorrangig zur Tilgung des ihr seitens der
Darlehensgeberin zur Finanzierung der am 30.
Juni und 30. Dezember 2005 féllig werdenden
Zinszahlungen auf die Capital Securities
gewahrten Darlehens sowie zur Vornahme der
am 30. Juni 2006 fallig werdenden Zinszahl-
ung verwenden und ist lediglich verpflichtet,
einen etwa verbleibenden Anteil der Gewinn-
beteiligung flr die Erste Gewinnperiode an-
teilig auf die am 30. Dezember 2006 und 30.
Juni 2007 féllig werdenden Zinszahlungen
unter der Capital Securities zur Auszahlung zu
bringen.

Falls nach dem 30. Juni 2006 von der Bank
geschuldete Gewinnbeteiligungszahlungen
geringer sind als die nach dem Beteiligungs-
vertrag an dem betreffenden Félligkeitstag
maximal féllig werdende Gewinnbeteiligung-
szahlung, reduziert sich der Zinssatz von 6,0%
p.a. des Nennbetrags der Capital Securities
auf einen Zinssatz, der sich aus der Multiplika-
tion von 6,0% mit der tatsachlich geschuldeten
niedrigeren Gewinnbeteiligungszahlung dividi-
ert durch diese maximale Gewinnbeteiligung-
szahlung ergibt. Auf die einzelnen Capital Se-
curities entfallt ein jeweils verhaltnismaBiger
Anteil aller vorstehend genannten zahlbaren
Betrage (auf den nachsten vollen Cent ab-
gerundet).

Keine Nachzahlungsverpflichtung in Bezug
auf Zinszahlungen: Die Emittentin ist nicht
verpflichtet, Zinszahlungen, die aufgrund von
§ 5(1), § 6(1) oder § 6(2) ausfallen oder
weniger als 6,0% p.a. ausmachen, nachzu-
holen.
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§6
Coupon Payments

Payment: The Issuer shall on each Due Date
pay interest on the Capital Securities to the
Securityholders at a rate of 6.0 per cent. per an-
num of the nominal amount of the Capital
Securities using the proceeds of the relevant
Profit Participation Payment or Advance effec-
tively received by the Issuer from the Bank on
such Due Date (each a Coupon Payment).

Insufficient Profit Participation Payments
and Advances: If the aggregate Profit Partici-
pation for the First Profit Period is less than
€ 31,584,000, the Issuer will apply the funds
received from the Bank on account of the First
Profit Participation for the First Profit Period
first to the repayment of the loan received from
the Lender for the purpose of funding the
Coupon Payments on the Capital Securities
falling due on 30 June and 30 December 2005
as well as to fund the Coupon Payment falling
due on 30 June 2006 and shall only be obliged
to apply, on a pro rata basis, any remainder of
the Profit Participation for the First Profit Period
to the Coupon Payments under the Capital
Securities falling due on 30 December 2006
and 30 June 2007.

To the extent that after 30 June 2006 the Profit
Participation Payment owed by the Bank is
lower than the maximum Profit Participation
Payment falling due on the relevant Due Date
under the Participation Agreement, the interest
rate of 6.0 per cent. per annum on the nominal
amount of the Capital Securities shall be re-
duced to an interest rate corresponding to
6.0 per cent. multiplied by the lower Profit
Participation Payment actually owed and then
divided by the amount of such maximum Profit
Participation Payment. A pro rata share of the
amounts payable (rounded down to the next
full cent) shall be allocated to each Capital
Security.

No Obligation to Compensate for Coupon
Payments: The Issuer shall be under no obli-
gation subsequently to compensate any Secu-
rityholder for Coupon Payments which are not
made or amount to less than 6.0 per cent. per
annum as a consequence of to § 5(1), § 6(1) or

§ 6(2).
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Bekanntmachung: Die Emittentin wird die
Emissionsglaubiger und, soweit dies von einer
Wertpapierbdrse, an der die Capital Securities
notiert werden, vorgesehen ist, dieser Wertpa-
pierbdrse unverziglich gemaB § 15 benach-
richtigen, wenn ihr bekannt wird, das Zinszahl-
ungen auf die Capital Securities aufgrund von
§ 5(1), § 6(1) oder § 6(2) ganz oder teilweise
ausfallen werden.

§7

Riickzahlung

Riickzahlung: Am Rickzahlungstag wird die
Emittentin (a) den Ruckzahlungsbetrag, (b) ihr
nach MaBgabe des Beteiligungsvertrags noch
zustehende Gewinnbeteiligungszahlungen und
(c) die Mittel aus diesbezuglichen Darlehens-
Auszahlungen, die sie jeweils tats&chlich von
der Bank erhalten hat, zur Rickzahlung der
Capital Securities bzw. zur Zahlung aufge-
laufener Zinsen auf die Capital Securities an
die Emissionsglaubiger verwenden (Tilgung-
szahlung). Reichen die von der Bank als
Rickzahlungsbetrag und Gewinnbeteiligung-
szahlung sowie die von der Darlehensgeberin
als Darlehens-Auszahlung tatsachlich gezahl-
ten Betrdge nicht aus, um eine Zahlung in
Hohe des Nennbetrags der Capital Securities
sowie Zinsen in HOéhe von 6,0% p.a. des
Nennbetrags der Capital Securities (oder dem
ggf. nach MaBgabe von § 6(1) anwendbaren
niedrigeren Zinssatz) zu leisten, vermindern
sich Ruck- und Zinszahlung auf die Capital
Securities entsprechend. Auf die einzelnen
Capital Securities entféllt ein jeweils verhalt-
nisméasiger Anteil aller vorstehend genannten
zahlbaren Betrdge (auf den néchsten vollen
Cent abgerundet).

Erléschen der Zahlungspflichten: Durch die
Zahlung nach MaBgabe von § 7(1) an die
Emissionsglaubiger gilt das Kapital der Capital
Securities als vollsténdig zurickgezahlt und
alle Anspriche der Investoren gegeniber der
Emittentin als erloschen.

Bekanntmachung: Die Emittentin wird den
Beendigungstag und den Ruckzahlungstag
nach MaBBgabe von § 15 gegenlber den Emis-
sionsglaubigern mit einer Frist von nicht weni-
ger als 30 und nicht mehr als 60 Tagen be-
kannt machen. Die Emittentin wird die
Luxemburger Bérse auch entsprechend ben-
achrichtigen. Die Emittentin wird die Emission-
sglaubiger weiterhin unverzuglich den Emp-
fang einer Kindigungserklarung bzgl. des
Beteiligungsvertrag nach MaBgabe von § 15
bekannt machen.
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Notification: The Issuer shall notify the Secu-
rityholders and, if required by the rules of any
stock exchange on which the Capital Securi-
ties are listed from time to time, such stock
exchange, without delay pursuant to § 15 if it
becomes known to the Issuer that Coupon
Payments on the Capital Securities will not be
made in whole or will be made only in part as
provided for by § 5(1), § 6(1) or § 6(2).

§7

Redemption

Repayment: On the Repayment Date, the
Issuer will use (a) the Repayment Amount, (b)
any Profit Participation Payment due under the
Participation Agreement and (c) any amounts
from corresponding Advances effectively re-
ceived by the Issuer for the repayment of the
Capital Securities and/or the payment of inter-
est accrued on the Capital Securities to the
Securityholders (Redemption Payment). To
the extent that the amounts effectively paid by
the Bank and comprised in the Repayment
Amount or the Profit Participation Payment and
by the Lender as Advances are not sufficient to
pay the nominal amount of the Capital Securi-
ties and interest equal to 6.0 per cent. per an-
num on the nominal amount of the Capital
Securities (or the lower applicable rate of inter-
est determined in accordance with § 6(1)), the
Redemption Payment shall be reduced accord-
ingly. A pro rata share of the above amounts
payable (rounded down to the next full cent)
shall be allocated to the individual Capital
Securities.

Discharge of Payment Obligations: Upon
payment to the Securityholders in accordance
with § 7(1), the principal of the Capital Securi-
ties shall be deemed to have been fully repaid
and all claims of the Investors against the
Issuer shall be deemed to have been dis-
charged.

Notification: The Issuer shall notify the Secu-
rityholders, in accordance with § 15, of the
Termination Date and the Repayment Date
and the notice period shall be no less than 30
and no greater than 60 days. The Issuer shall
also notify the Luxembourg Stock Exchange
accordingly. The Issuer shall further provide
prompt notice to the Securityholders in accor-
dance with § 15 of receipt of a notice of
termination of the Participation Agreement.
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§8
Kiindigung und Riickzahlung

Kiindigung und Riickzahlung nach Wahl
der Emittentin: Die Capital Securities kénnen
von der Emittentin insgesamt, jedoch nicht
teilweise, durch Mitteilung nach MaBBgabe des
§ 15 gegeniber den Emissionsglaubigern mit
einer Frist von nicht weniger als 30 und nicht
mehr als 60 Tagen zum 30. Juni eines jeden
Jahres, erstmalig zum 30. Juni 2011, vorzeitig
gekundigt und zum Nennbetrag zuziglich auf-
gelaufener Zinsen zurlckgezahlt werden.

Vorzeitige Kiindigung und Riickzahlung aus
Steuergriinden: Die Capital Securities kén-
nen insgesamt, jedoch nicht teilweise, nach
Wahl der Emittentin mit einer Kiindigungsfrist
von nicht weniger als 30 und nicht mehr als 60
Tagen durch Erklarung gegenuber der
Hauptzahlstelle und Mitteilung nach MaBgabe
des § 15 gegenuber den Emissionsglaubigern
vorzeitig geklndigt und zum Nennbetrag
zuzuglich aufgelaufener Zinsen zuriickgezahlt
werden, falls die Emittentin als Folge einer
Anderung oder Ergénzung der Steuer-oder
Abgabengesetze und -vorschriften Jerseys
oder dessen politischen Untergliederungen
oder Steuerbehdrden oder als Folge einer
Anderung oder Ergénzung der Anwendung
oder der offiziellen Auslegung dieser Gesetze
und Vorschriften (vorausgesetzt, diese
Anderung oder Erganzung wird am oder nach
dem Ausgabetag wirksam) am néchstfolgenden
Falligkeitstag zur Zahlung Zusétzlicher Betrage
verpflichtet sein wird und diese Verpflichtung
nicht durch das Ergreifen zumutbarer, der Emit-
tentin zur Verfugung stehender MaBnahmen
vermieden werden kann. Eine solche Kundi-
gung darf allerdings nicht (a) friher als 90 Tage
vor dem frihestmdglichen Termin erfolgen, an
dem die Emittentin verpflichtet wére, solche
Zusétzlichen Betrage zu zahlen, falls eine Zahl-
ung auf die Capital Securities dann fallig sein
wirde, oder (b) erfolgen, wenn zu dem Zeit-
punkt, zu dem die Kindigung erklart wird, die
Verpflichtung zur Zahlung Zusétzlicher Betrage
nicht mehr wirksam ist. Eine solche Kiindigung
ist unwiderruflich, muss den fir die Rickzahl-
ung festgelegten Termin nennen und eine
zusammenfassende Erklarung enthalten,
welche die das Ruckzahlungsrecht der Emit-
tentin begriindenden Umsténden darlegt. Auf-
gelaufene Zinsen fiir einen Zeitraum von weni-
ger als einem Jahr werden auf Grundlage der
Anzahl Tage in dem Zeitraum dividiert durch
360 berechnet, wobei die Anzahl der Tage in
dem Zeitraum auf der Grundlage eines Jahres
von 360 Tagen mit zwdlf Monaten zu je 30
Tagen zu ermitteln ist.
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§8

Termination and Repayment

Termination and Repayment at the Option
of the Issuer: The Issuer may call the Capital
Securities for redemption, in whole but not in
part, with effect on 30 June of each year
(however, with no earlier effect than 30 June
2011) and redeem the Capital Securities at
their nominal amount plus any interest ac-
crued, by giving not less than 30 and not more
than 60 days’ notice in accordance with § 15.

Early Termination and Repayment for Tax
Reasons: If, as a result of any change in, or
amendment to, the laws or regulations of Jer-
sey or any political subdivision or taxing au-
thority thereof or therein affecting taxation or
the obligation to pay duties of any kind, or any
change in, or amendment to, an official inter-
pretation or application of such laws or regula-
tions, which amendment or change is effective
on or after the Issue Date, the Issuer is re-
quired to pay Additional Amounts on the next
succeeding Due Date, and this obligation can-
not be avoided by the use of reasonable mea-
sures available to the Issuer, the Capital Secu-
rities may be redeemed, in whole but not in
part, at the option of the Issuer, upon no more
than 60 days’ and no less than 30 days’ prior
notice of redemption given to the Principal
Paying Agent and, in accordance with § 15 to
the Securityholders, at their nominal amount
together with interest accrued to the date fixed
for redemption. However, no such notice of
redemption may be made (a) earlier than 90
days prior to the earliest date on which the
Issuer would be obliged to pay such Additional
Amounts were a payment in respect of the
Capital Securities then due or (b) if, at the time
such notice is given, such obligation to pay
such Additional Amounts does not remain in
effect. Any such notice shall be irrevocable,
must specify the date fixed for redemption and
must set forth a statement in summary form of
the facts constituting the basis for the right of
the Issuer so to redeem. Interest accrued for a
period of less than one year shall be calculated
on the basis of the actual number of days
elapsed in such period divided by 360, where
the number of days within such period is to be
calculated on the basis of a year of 360 days
with twelve 30-day months.



(3) Eingeschrankte Zulassigkeit der Kiindi-
gung: Die Kindigung der Capital Securities
durch die Emittentin nach MaBgabe dieses § 8
ist nur zuldssig, sofern die Finanzierung der
Rickzahlung der Capital Securities zum Nen-
nbetrag zuzuglich aufgelaufener Zinsen ge-

sichert ist.
§9
Zahlungen
(1) Befreiende Zahlung an das Clearing-

System: Die Emittentin verpflichtet sich, Zahl-
ungen auf die Capital Securities bei Falligkeit
in Euro an die Hauptzahlstelle zur Weiterlei-
tung an das Clearing-System oder dessen
Order zur Gutschrift auf den Konten der jew-
eiligen Kontoinhaber bei dem Clearing-System
zu zahlen. Vorbehaltlich § 9(2) wird die Emit-
tentin durch Leistung der Zahlung an das
Clearing-System oder dessen Order in Hohe
der geleisteten Zahlung von ihrer Zahlungsp-
flicht befreit.

Zahlung an Geschéftstagen: Falls eine Zahl-
ung auf Capital Securities an einem Tag zu
leisten ist, der kein Geschéftstag ist, so erfolgt
die Zahlung am né&chstfolgenden Geschéft-
stag. In diesem Fall steht den Emissionsglau-
bigern weder ein Zahlungsanspruch noch ein
Anspruch auf Zinszahlungen oder eine andere
Entschadigung wegen dieser Verzdgerung zu.

§10
Steuern

()

Samtliche auf die Capital Securities zu zahlenden
Betrage sind ohne Einbehalt oder Abzug von oder
aufgrund von gegenwartigen oder zukilinftigen
Steuern oder sonstigen Abgaben gleich welcher
Art zu leisten, die von Jersey oder flr dessen
Rechnung oder von oder fir Rechnung einer poli-
tischen Untergliederung oder Steuerbehdrde in
Jersey auferlegt oder erhoben werden, es sei
denn, ein solcher Einbehalt oder Abzug ist geset-
zlich vorgeschrieben. In diesem Fall wird die Emit-
tentin, jedoch nur soweit sie die daflr erforderli-
chen Betrage tatsachlich von der Bank erhalten
hat, diejenigen zusétzlichen Betrdge (Zusétzli-
chen Betrédge) zahlen, die erforderlich sind, damit
die den Emissionsglaubigern zuflieBenden Net-
tobetrdge nach diesem Einbehalt oder Abzug jew-
eils den Betragen entsprechen, die ohne einen
solchen Einbehalt oder Abzug von den Emission-
sglaubigern empfangen worden wéren; die Verpfli-
chtung zur Zahlung solcher zusétzlicher Betrédge
besteht jedoch nicht im Hinblick auf Steuern und
Abgaben, die:

(1) auf andere Weise als durch Einbehalt oder
Abzug von zahlbaren Betrdgen zu entrichten
sind; oder

(3) Limited Permissibility of Termination: Any
termination of the Capital Securities by the
Issuer in accordance with this § 8 is only
permissible if financing of the redemption of
the Capital Securities at their nominal amount
plus any interest accrued thereon has been
obtained.

§9

Payments

(1) Discharge by Payment to the Clearing Sys-
tem: The Issuer undertakes to pay, as and
when due, amounts due on Capital Securities
in Euro to the Principal Paying Agent for on-
payment to the Clearing System or to its order
for credit to the relevant accountholders of the
Clearing System. Subject to § 9(2), upon ef-
fecting the payment to the Clearing System or
to its order, the Issuer shall be released from its
payment obligation in the amount of the pay-
ment effected by or on its behalf.

(2) Payment on Business Days: If any payment
of any amount with respect to Capital Securi-
ties is to be effected on a day other than a
Business Day, payment shall be effected on
the next following Business Day. In this case,
the Securityholders shall neither be entitled to
any interest or other compensation with re-

spect to such delay.

§10
Taxes

All amounts payable in respect of the Capital
Securities shall be made without withholding or
deduction for or on account of any present or future
taxes or duties of whatever nature imposed or
levied by way of withholding or deduction by or in
or for the account of Jersey or any political subdi-
vision or any authority thereof or therein having
power to tax, unless such withholding or deduction
is required by law. In such event, the Issuer will,
subject always to receipt thereof from the Bank,
pay such additional amounts (Additional
Amounts) as shall be necessary in order that the
net amounts received by the Securityholders, after
such withholding or deduction, shall equal the
respective amounts which would otherwise have
been receivable by the Securityholders in the ab-
sence of such withholding or deduction; except that
no such Additional Amounts shall be payable on
account of any taxes or duties which:

(1) are payable otherwise than by withholding or
deduction from amounts payable; or
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wegen einer gegenwartigen oder friheren per-
sonlichen oder geschéftlichen Beziehung des
Emissionsglaubigers zu Jersey zu zahlen sind,
und nicht allein deshalb, weil Zahlungen auf
die Capital Securities aus Quellen in Jersey
stammen (oder flr Zwecke der Besteuerung
so behandelt werden) oder dort besichert sind;
oder

aufgrund einer Richtlinie der Europaischen
Union betreffend die Besteuerung von Zinser-
tragen, die die Schlussfolgerungen des Tref-
fens des ECOFIN-Rates vom 26.-27. Novem-
ber 2000 umsetzt, oder aufgrund einer
gesetzlichen Vorschrift, die diese Richtlinie um-
setzt oder befolgt oder erlassen wurde, um der
Richtlinie zu entsprechen, von Zahlungen an
eine natirliche Person einzubehalten oder ab-
zuziehen sind; oder

aufgrund einer Rechtsanderung zu zahlen sind,
welche spater als 30 Tage nach Falligkeit der
betreffenden Zahlung von Kapital oder Zinsen
oder, wenn dies spater erfolgt, ordnungs-
gemafer Bereitstellung aller falligen Betrage
und einer diesbezliglichen Bekanntmachung
nach MaBgabe von § 15 wirksam wird; oder

von einer Zahlstelle abgezogen oder einbe-
halten werden, wenn eine andere Zahlstelle in
einem EU-Mitgliedstaat die Zahlung ohne einen
solchen Abzug oder Einbehalt hatte leisten
kénnen.

§ 1
Kiindigung durch Emissionsglaubiger

Kindigungsgriinde: Jeder Emissionsglau-
biger ist berechtigt, seine Capital Securities
durch Erklarung gegeniber der Hauptzahl-
stelle zu kundigen und deren Rickzahlung
zum Nennbetrag zuzliglich aufgelaufener Zin-
sen auf seine Capital Securities bis zum Tag
der tatsachlichen Rickzahlung zu verlangen,
falls:

(a) Kapital oder Zinsen nicht innerhalb von 15
Tagen nach dem betreffenden Falligkeit-
stag gemaB §§ 6 und 7 weitergeleitet
wurden; oder

(b) die Emittentin die ordnungsgeméane Erfil-
lung einer sonstigen Verpflichtung aus den
Capital Securities unterlasst und diese Un-
terlassung langer als 30 Tage andauert,
nachdem der Hauptzahlstelle hiertiber eine
Benachrichtigung von einem Emissions-

glaubiger erhalten hat; oder

(c) die Emittentin ihre Zahlungen einstellt; oder

(d) die Emittentin ihre Zahlungsunfahigkeit be-
kannt gibt; oder
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are payable by reason of the Securityholder
having, or having had, some personal or busi-
ness connection with Jersey and not merely by
reason of the fact that payments in respect of
the Capital Securities are, or for purposes of
taxation are deemed to be, derived from
sources in, or are secured in, Jersey; or

are to be withheld or deducted from a payment
to an individual pursuant to any European
Union Directive on the taxation of savings
implementing the conclusions of the ECOFIN
Council meeting of 26-27 November 2000 or
any law implementing or complying with, or
introduced in order to conform to, such Direc-
tive; or

are payable by reason of a change in law that
becomes effective more than 30 days after the
relevant payment of principal or interest be-
comes due, or is duly provided for and notice of
which is published in accordance with § 15,
whichever occurs later; or

are deducted or withheld by a Paying Agent
from a payment if the payment could have
been made by another Paying Agent in an EU
member state without such deduction or with-
holding.

§ 1

Termination by Securityholders

Events of Default: Each Securityholder shall
be entitled to declare due and payable, by
notice to the Principal Paying Agent its Capital
Securities, and to demand immediate redemp-
tion thereof together with accrued interest (if
any) on its Capital Securities to the date of
repayment, in the event that:

(a) principal or interest have not been paid
within 15 days from the relevant due date
in accordance with §§ 6 and 7; or

(b) the Issuer fails duly to perform any other
obligation arising under the Capital Secu-
rities and such failure continues for more
than 30 days without cure after the Princi-
pal Paying Agent has received notice

thereof from a Securityholder; or

()

the Issuer suspends its payments gener-
ally; or

(d) the Issuer announces its inability to meet
its financial obligations; or
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(e) die Emittentin in Liquidation tritt, es sei
denn, dies geschieht im Zusammenhang
mit einer Verschmelzung, Konsolidierung
oder einer anderen Form des Zusammen-
schlusses mit einer anderen Gesellschaft
oder im Zusammenhang mit einer Um-
wandlung, und diese andere oder neue
Gesellschaft Gbernimmt alle Verpflichtun-
gen, die die Emittentin im Zusammenhang
mit den Capital Securities eingegangen ist;
oder

ein Gericht ein Insolvenzverfahren oder
ein Vergleichsverfahren zur Abwendung
der Insolvenz oder des Konkurses oder ein
vergleichbares Verfahren tUber das Vermé-
gen der Emittentin eréffnet, und ein solches
Verfahren nicht innerhalb von 60 Tagen
aufgehoben oder ausgesetzt wird, oder die
Emittentin die Eréffnung eines solchen Ver-
fahrens beantragt oder einleitet oder eine
allgemeine Schuldenregelung zugunsten
ihrer Glaubiger anbietet oder trifft oder ein
Dritter ein Insolvenzverfahren gegen die
Emittentin beantragt und ein solches Ver-
fahren nicht innerhalb einer Frist von 60
Tagen aufgehoben oder ausgesetzt wird.

®)

Das Kindigungsrecht erlischt, falls der Kindi-
gungsgrund vor Auslibung des Rechts geheilt
wurde.

Quorum: In den Faéllen des § 11(1)(b), (c),
und/oder (d) wird eine Kuindigung, sofern nicht
bei deren Eingang zugleich einer der in
§ 11(1)(a), (e) oder (f) bezeichneten Kindi-
gungsgriinde vorliegt, erst wirksam, wenn bei
der Hauptzahlstelle Kindigungserklarungen
von Emissionsglaubigern im Gesamtnennbe-
trag von mindestens einem Zehntel des Gesa-
mtnennbetrags der ausstehenden Capital Se-
curities eingegangen sind.

Benachrichtigung: Eine Benachrichtigung
oder Kindigung gemaBR § 11(1) hat in der
Weise zu erfolgen, dass der Emissionsgléau-
biger der Hauptzahlstelle eine schriftliche Erk-
larung per Bote oder durch eingeschriebenen
Brief Ubersendet und dabei wie in § 16(3)
vorgesehen nachweist, dass er im Zeitpunkt
der Erklarung Inhaber der betreffenden Capital
Securities ist.
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(e) the Issuer enters into liquidation, except in
connection with a merger, consolidation or
other form of combination with another
company or in connection with a reorgani-
sation and such other or new company
assumes all obligations undertaken by the
Issuer under or in connection with the
Capital Securities; or

(f) a court institutes insolvency proceedings
or composition proceedings to avert insol-
vency or bankruptcy or similar proceed-
ings against the assets of the Issuer and
such proceedings are not discharged or
stayed within 60 days, or the Issuer ap-
plies for the institution of such proceedings
in respect of its assets or offers or makes a
general arrangement for the benefit of its
creditors generally, or a third party applies
for insolvency proceedings against the Is-
suer and such proceedings are not dis-
charged or stayed within 60 days.

The right to declare Capital Securities due
shall terminate if the relevant circumstances
have been cured before the right is exercised.

Quorum: In the events specified in § 11(1)(b),
(c), and/or (d), any notice declaring Capital
Securities due shall, unless at the time such
notice is received any of the events of default
specified in § 11(1)(a), (e) or (f) has occurred,
become effective only when the Principal Pay-
ing Agent has received such notices from the
Securityholders of at least one-tenth of the
aggregate nominal amount of Capital Securi-
ties then outstanding.

Notice: Any notice in accordance with § 11(1)
shall be made by means of a written declara-
tion delivered by hand or registered mail to the
Principal Paying Agent together with evidence
in accordance with § 16(3) that such Security-
holder, at the time of such written notice, is a
holder of the relevant Capital Securities.



§ 12
Vorlegungsfrist; Verjahrung

Die Vorlegungsfrist gemafi § 801 (1) Satz 1 BGB
fur die Capital Securities wird auf zehn Jahre
verklrzt. Die Verjahrungsfrist fir Anspriche aus
den Capital Securities, die innerhalb der Vorle-
gungsfrist zur Zahlung vorgelegt wurden, betréagt
zwei Jahre von dem Ende der betreffenden Vorle-
gungsfrist an.

§13
Zahlstellen

(1) Hauptzahlstelle: Die WestLB AG, Dusseldorf,
Deutschland ist die anfangliche Hauptzahl-
stelle (Hauptzahistelle).

(2) Luxemburger Zahilstelle: Die WestLB Inter-
national S.A., Luxemburg, ist als weitere Zahl-
stelle (gemeinsam mit der Hauptzahlstelle, die
Zahlstellen, und jede eine Zahlstelle) bestellt.
Die Emittentin wird daflr sorgen, dass solange
Capital Securities an der Luxemburger Wert-
papierbérse notiert sind, immer eine Zahlstelle
in Deutschland und in Luxemburg bestellt ist.
In keinem Fall darf die Adresse einer von der
Emittentin benannten Zahlstelle innerhalb der
Vereinigten Staaten oder ihrer Landesbesitzun-

gen liegen.

(3) Ersetzung von Zahlstellen: Die Emittentin
wird daflir sorgen, dass stets eine Hauptzahl-
stelle vorhanden ist. Die Emittentin ist bere-
chtigt, Banken von internationalem Ansehen
als Hauptzahlstelle zu bestellen. Die Emittentin
ist weiterhin berechtigt, die Bestellung einer
Bank zur Hauptzahlstelle zu widerrufen. Im
Falle einer solchen Abberufung oder, falls die
bestellte Bank nicht mehr als Hauptzahlstelle
tatig werden kann oder will, bestellt die Emit-
tentin eine andere Bank von internationalem
Ansehen als Hauptzahlstelle. Die Emittentin
wird sich, soweit mdglich, darum bemuhen,
dass stets eine Zahlstelle mit Geschéftsstelle
in einem Mitgliedsstaat der Européischen Union
vorhanden ist, die nicht verpflichtet ist, Steuern
einzubehalten oder abzuziehen, die aufgrund
einer Richtlinie der Européischen Union betr-
effend die Besteuerung von Zinsertragen, die
die Schlussfolgerungen des Treffens des
ECOFIN-Rates vom 26. - 27. November 2000
umsetzt, oder aufgrund einer gesetzlichen Vor-
schrift, die diese Richtlinie umsetzt oder be-
folgt oder erlassen wurde, um der Richtlinie zu
entsprechen, einzubehalten oder abzuziehen
sind. Jede solche Bestellung oder ein solcher
Widerruf der Bestellung ist unverziglich geman
§ 15 oder, falls dies nicht mdglich sein sollte, in
sonstiger Weise 6ffentlich bekannt zu machen.

§12
Presentation Period; Prescription

The period for presentation of the Capital Securi-
ties (as provided for in § 801(1) sentence 1 of the
German Civil Code) shall be reduced to ten years.
The period of limitation for claims under the Capital
Securities presented during the period for presen-
tation shall be two years calculated from the expi-
ration of the relevant presentation period.

§ 13
Paying Agents

(1) Principal Paying Agent: WestLB AG, Dussel-
dorf, Germany, shall be the initial paying agent
(Principal Paying Agent).

(2) Luxembourg Paying Agent: WestLB Interna-
tional S.A., Luxembourg, shall be appointed as
additional paying agent (together with the Prin-
cipal Paying Agent, the Paying Agents and
each a Paying Agent). The Issuer shall pro-
cure that as long as Capital Securities are
listed on the Luxembourg Stock Exchange,
there will at all times be a Paying Agent in
Germany and Luxembourg, respectively. In no
event shall the specified office of a Paying
Agent appointed by the Issuer be within the
United States or its possessions.

(3) Replacement of Paying Agents: The Issuer
shall procure that there will at all times be a
Principal Paying Agent. The Issuer shall be
entitled to appoint banks of international stand-
ing as Principal Paying Agent. Furthermore,
the Issuer shall be entitled to terminate the
appointment of a bank as Principal Paying
Agent. In the event of such termination or such
bank being unable or unwilling to continue to
act as Principal Paying Agent, the Issuer shall
appoint another bank of international standing
as Principal Paying Agent. The Issuer shall, to
the extent possible, procure that it will at all
times maintain a Paying Agent with a specified
office in a European Union member state that
will not be obliged to withhold or deduct tax
pursuant to any European Union Directive on
the taxation of savings implementing the con-
clusions of the ECOFIN Council meeting of
26 - 27 November 2000 or any law implement-
ing or complying with, or introduced in order to
conform to, such Directive. Any such appoint-
ment or termination shall be published without
undue delay in accordance with § 15, or,
should this not be possible, be published in
another way.
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Haftung der Zahistellen: Jede Zahlstelle
haftet daflr, dass sie Erklarungen abgibt, nicht
abgibt oder entgegennimmt oder Handlungen
vornimmt oder unterlasst, nur, wenn und so-
weit sie die Sorgfalt eines ordentlichen Kauf-
manns verletzt hat.

Rechtsverhéltnisse der Zahlstellen: Die
Zahlstellen sind in ihrer jeweiligen Funktion
ausschlie3lich Beauftragte der Emittentin. Zwis-
chen den Zahlstellen einerseits und den Emis-
sionsglaubigern andererseits besteht kein
Auftrags- oder Treuhandverhéltnis. Die Zahl-
stellen sind von den Beschrankungen des § 181
BGB und etwaigen gleichartigen Beschrankun-
gen des anwendbaren Rechts anderer Recht-
sordnungen befreit.

§ 14
Ersetzung

Ersetzung: Die Emittentin ist jederzeit bere-
chtigt, ohne Zustimmung der Emissionsglau-
biger im Wege (i) der Abtretung bzw. Vertrag-
stbernahme oder (i) einer
gesellschaftsrechtlichen Umstrukturierung eine
andere Gesellschaft an ihrer Stelle als Haupts-
chuldnerin und Hauptglaubigerin (Nachfol-
gerin) fur alle Verpflichtungen und Rechte aus
und im Zusammenhang mit den Capital Secu-
rities, dem Beteiligungsvertrag und dem Ein-
zahlungsvertrag sowie sonstigen, mit diesen
Vertrdgen zusammenhangenden Vertrage ein-
zusetzen; allerdings nur sofern:

(a) sie sich nicht mit einer Zahlung auf die
Capital Securities in Verzug befindet;

(b) die Nachfolgerin alle Rechte und Verpflich-
tungen der Emittentin in Bezug auf die
Capital Securities Gbernimmt;

(c) die Emittentin und die Nachfolgerin alle
erforderlichen Genehmigungen erhalten
haben und berechtigt sind, die zur Erfil-
lung der Zahlungsverpflichtungen aus den
Capital Securities zahlbaren Betrage in
Euro zu zahlen, ohne verpflichtet zu sein,
in dem Land, in dem die Nachfolgerin oder
die Emittentin ihren jeweiligen Sitz oder
Steuersitz haben, erhobene Steuern oder
andere Abgaben jeder Art abzuziehen oder

einzubehalten;
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Liability of Paying Agents: Each Paying Agent
shall be held responsible for giving, failing to
give, or accepting a declaration, or for acting or
failing to act, only if, and insofar as, it fails to
act with the diligence of a conscientious busi-
nessman.

Paying Agent Legal Matters: The Paying
Agents, acting in such capacity, act only as
agents of the Issuer. There is no agency or
fiduciary relationship between the Paying
Agents on the one side and the Securityhold-
ers on the other side. Each of the Paying
Agents shall be exempt from the restrictions
set forth in § 181 German Civil Code and
similar restrictions of other applicable laws of
other jurisdictions.

§14
Substitution

Substitution: The Issuer may, at any time and
without the consent of the Securityholders,
substitute, by (i) assignment or contractual
assumption or (ii) corporate restructuring, an-
other company for the Issuer as principal debtor
and creditor (Successor) in respect of all
obligations and rights under and in connection
with the Capital Securities, the Participation
Agreement and the Contribution Agreement as
well as any other agreements related thereto,
provided that:

(a) the Issuer is not in default of any payment
owed under the Capital Securities;

(b) the Successor assumes all rights and ob-
ligations of the Issuer under the Capital
Securities;

the Issuer and the Successor have ob-
tained all necessary permits and are au-
thorised to comply with the payment obli-
gations under the Capital Securities by
paying the amounts due in Euro without
being obliged to withhold or deduct appli-
cable tax or other duties of any kind in the
respective countries in which the Succes-
sor and the Issuer are domiciled or resi-
dent for tax purposes;

()
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(d) die Nachfolgerin sich verpflichtet hat, die
Investoren hinsichtlich solcher Steuern, Ab-
gaben oder behérdlichen Lasten freizus-
tellen, die den Emissionsglaubigern
bezlglich der Ersetzung auferlegt werden;
und

(e) die Ersetzung nicht zu einer erhéhten Be-
lastung der (i) Nachfolgerin oder (ii) ihrer
Anteilseigner (fir den Fall einer Kapitalge-
sellschaft) bzw. Gesellschafter (fir den
Fall einer Personengesellschaft) mit
Kapitalertrag-oder sonstiger Abzugssteuer,
etwaiger Vermdgensteuer oder der
Gewerbeertrag- oder sonstiger Ertrag-
steuer fihrt; allerdings mit der MaBgabe,
dass dieser § 14(1)(e) nicht untersagt,
dass die Emittenten-Kommanditistin
deswegen die Nachfolgerin wird, weil die
Emittenten-Komplementérin ihren Anteil an
der Emittentin an die Emittenten-
Kommanditistin Obertragt (wodurch der
Emittenten-Kommanditistin sdmtliche Ver-
mdgensgegenstande und Verbindlichkeiten
der Emittentin anwachsen wirden (in
einem solchen Fall wirde der Einzahlungs-
vertrag erléschen und die Nachfolgerin
wirde die Darlehensauszahlungen ummit-
telbar mit den Zahlungen auf die Steuer-
erstattungsanspriiche zurlickzahlen).

Bekanntmachung der Ersetzung: Jedwede
Ersetzung geman diesem § 14 ist den Emis-
sionsglaubigern unverziglich nach MafB3gabe
von § 15 bekannt zu machen.

Anderung von Bezugnahmen: Im Fall einer
Ersetzung gilt jedwede Bezugnahme in diesen
Emissionsbedingungen auf die Emittentin ab
dem Zeitpunkt der Ersetzung als Bezugnahme
auf die Nachfolgerin und jedwede Bezug-
nahme auf das Land, in dem die Emittentin
ihren Sitz oder Steuersitz hat, als Bezugnahme
auf das Land, in dem die Nachfolgerin ihren
Sitz oder Steuersitz hat.

§ 15
Bekanntmachungen

Mitteilungen (iber die Presse: Die Capital
Securities betreffende Bekanntmachungen
werden in einem Bdérsenpflichtblatt der Luxem-
burger Wertpapierbérse, voraussichtlich dem
Luxemburger Wort, veréffentlicht. Eine Mittei-
lung gilt mit dem Tag ihrer Veréffentlichung
(oder bei mehreren Mitteilungen mit dem Tage
der ersten Veroffentlichung) als erfolgt.
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(d) the Successor has agreed to indemnify the
Securityholders against such taxes, duties
or other governmental charges as may be
imposed on the Securityholders in connec-
tion with the substitution; and

the substitution does not result in an in-
crease in German Withholding Tax or any
other withholding tax, in property tax, if
applicable, trade income or any other in-
come tax payable by (i) the Successor or
(i) its shareholders (if incorporated as a
corporation) or partners (if established as
a partnership); provided that this § 14(1)(e)
shall not inhibit the Issuer Limited Partner
becoming the Successor by virtue of the
Issuer General Partner transferring its in-
terest in the Issuer to the Issuer Limited
Partner as a consequence of which all of
the Issuer’s assets and liabilities would
accrue to the Issuer Limited Partner (in
such a case, the Contribution Agreement
would lapse and the Successor would re-
pay the Advances directly with the amounts
received on the Tax Repayment Claims ).

(e)

Notification of Substitution: Any substitution
in accordance with this § 14 shall be notified to
Securityholders in accordance with § 15 hereof
without undue delay.

Change in Reference: Upon substitution, any
references in these Terms and Conditions to
the Issuer shall forthwith be deemed to be
references to the Successor and any refer-
ences to the country of domicile or tax resi-
dence of the Issuer shall forthwith be deemed
to be references to the country of domicile or
tax residence of the Successor, in each case
with effect from the substitution date.

§15
Notices

Newspaper Notices: Notices relating to the
Capital Securities shall be published in a news-
paper designated by the Luxembourg Stock
Exchange, expected to be the Luxemburger
Wort. A notice shall be deemed to be made on
the day of its publication (or, in the case of
more than one publication, on the day of the
first publication).
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Unmittelbare Mitteilungen: Sofern die Regu-
larien der Borse, an der die Capital Securities
notiert sind, dies zulassen, ist die Emittentin
berechtigt, Bekanntmachungen auch durch
eine Mitteilung an das Clearing-System zur
Weiterleitung an die Emissionsgldubiger oder
direkt an die Emissionsglaubiger zu bewirken.
Bekanntmachungen Uber das Clearing-System
gelten sieben Tage nach der Mitteilung an das
Clearing-System, direkte Mitteilungen an die
Emissionsglaubiger mit ihrem Zugang als be-
wirkt.

Auslegung bei den Zahlstellen: Die Texte
samtlicher Veroffentlichungen gemaf diesem
§ 15 sind auBBerdem in den Geschéaftsraumen
der Zahlstellen zuganglich zu machen.

§ 16
Schlussbestimmungen

Anwendbares Recht: Form und Inhalt der
Capital Securities sowie die Rechte und Pflich-
ten der Emissionsgléubiger, der Emittentin und
der Zahlstellen bestimmen sich in jeder Hin-
sicht nach deutschem Recht und werden in
Ubereinstimmung damit ausgelegt.

Gerichtsstand: Jegliche aus oder im Zusam-
menhang mit den Capital Securities entste-
henden Klagen oder Verfahren unterliegen der
nichtausschlieBlichen  Zustandigkeit des
Landgerichts Dusseldorf.

Geltendmachung von Anspriichen: Jeder
Emissionsglaubiger kann in Rechtsstreit-
igkeiten gegen die Emittentin oder in Re-
chtsstreitigkeiten, an denen der Emissionsglau-
biger und die Emittentin beteiligt sind, im
eigenen Namen seine Rechte aus den ihm
zustehenden Capital Securities unter Vorlage
der folgenden Dokumente geltend machen:

(a) einer Bescheinigung seiner Depotbank, die
(i) den vollen Namen und die volle An-
schrift des Emissionsglaubiger bezeichnet
(i) den Gesamtnennbetrag von Capital
Securities angibt, die am Ausstellungstag
dieser Bescheinigung dem bei dieser De-
potbank bestehenden Wertpapierdepot
dieses Emissionsglaubigers gutgeschrie-
ben sind und (iii) bestatigt, dass die Depot-
bank dem Clearing-System und der
Hauptzahlstelle eine schriftliche Mitteilung
gemacht hat, die die Angaben geman (i)
und (ii) enthalt und Bestatigungsvermerke
des Clearing-Systems tragt; und

(b) einer von einem Vertretungsberechtigten
des Clearing Systems oder der Zahistelle
beglaubigten Ablichtung der Global-

urkunde.
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Direct Notices: The Issuer shall also be en-
titted to make notifications to the Clearing
System for communication by the Clearing
System to the Securityholders or directly to the
Securityholders, provided this complies with
the rules of the stock exchange on which the
Capital Securities are listed. Notifications vis-
a-vis the Clearing System shall be deemed to
be effected seven days after the notification to
the Clearing System, direct notifications to the
Securityholders shall be deemed to be effected
upon their receipt.

Display at the Paying Agents: The text of any
publication to be made in accordance with this
§ 15 shall also be available at the specified
office of each Paying Agent.

§ 16
Final Clauses

Governing Law: The form and content of the
Capital Securities and the rights and duties of
the Securityholders, the Issuer and the Paying
Agents shall in all respects be governed by,
and construed in accordance with, the laws of
Germany.

Jurisdiction: The District Court in Disseldorf
shall have non-exclusive jurisdiction for any
action or other legal proceedings arising out of
or in connection with the Capital Securities.

Enforcement: Any Securityholder may, in any
proceedings against the Issuer or to which the
Securityholder and the Issuer are parties, pro-
tect and enforce in its own name its rights
arising under its Capital Securities upon pre-
sentation of the following documents:

(a) a certificate issued by its Custodian (i)
stating the full name and address of the
Securityholder, (ii) specifying the aggre-
gate nominal amount of Capital Securities
credited on the date of such statement to
such Securityholder’s securities account
maintained with its Custodian and (iii) con-
firming that its Custodian has given a
written notice to the Clearing System and
the Principal Paying Agent containing the
information specified in (i) and (ii) and
bearing the acknowledgement of the Clear-
ing System; and

(b) a copy of the Global Security, certified as
being a true copy by a duly authorised
officer of the Clearing System or by a

Paying Agent.
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Ersetzung von Capital Securities: Falls eine
Globalurkunde verloren geht, gestohlen, ver-
stummelt, beschadigt oder zerstért wird, kann
sie bei den Geschéftsstellen der Zahlstellen
ersetzt werden, vorbehaltlich anwendbaren Re-
chts und Anforderungen der Bérsen. Der Ans-
pruchsteller erstattet diejenigen Kosten, die mit
dem Austausch verbunden sind und die aus
von der Emittentin zumutbarerweise ge-
forderten Beweis-, Sicherheits-und Freistel-
lungsgriinden angefallen sind.

Teilunwirksamkeit: Sollte eine der Bestimmu-
ngen dieser Emissionsbedingungen ganz oder
teilweise unwirksam und undurchfihrbar sein
oder werden, so bleibt die Wirksamkeit oder
die Durchfihrbarkeit der Gbrigen Bestimmun-
gen hiervon unberdhrt. Anstelle der unwirk-
samen Bestimmung soll, soweit rechtlich
moglich, eine dem Sinn und wirtschaftlichen
Zweck dieser Emissionsbedingungen zum Zeit-
punkt der Begebung der Capital Securities
entsprechende Regelung gelten. Unter Um-
stédnden, unter denen sich diese Emissionsbe-
dingungen als unvollstédndig erweisen, soll eine
ergdnzende Auslegung, die dem Sinn und
Zweck dieser Emissionsbedingungen
entspricht, unter angemessener Berticksichti-
gung der berechtigten Interessen der
beteiligten Parteien erfolgen.

Bindende Fassung: Die deutsche Fassung
dieser Emissionsbedingungen ist bindend.
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Replacement of Capital Securities: Any Glo-
bal Security which is lost, stolen, mutilated,
defaced or destroyed, may be replaced at the
office of a Paying Agent, subject to all appli-
cable laws and stock exchange requirements,
upon payment by the claimant of the expenses
incurred in connection with such replacement
as a result of such requirements as to evi-
dence, security and indemnity as the Issuer
may reasonably specify.

Severability: Should any of the provisions of
these Terms and Conditions be or become
invalid or unenforceable in whole or in part, the
validity or the enforceability of the remaining
provisions shall not in any way be affected or
impaired thereby. In this case, the invalid pro-
vision shall be replaced by a provision which is,
to the extent legally possible, in accordance
with the meaning and the economic purposes
of the Terms and Conditions at the time of the
issue of the Capital Securities. Under circum-
stances in which these Terms and Conditions
prove to be incomplete, a supplementary inter-
pretation in accordance with the meaning and
the purposes of these Terms and Conditions
under due considerations of the legitimate in-
terest of the parties involved shall be applied.

Binding Version: The German version of these
Terms and Conditions shall be the binding
version.



TERMS AND CONDITIONS OF THE PARTICIPATION AGREEMENT

THE GERMAN TEXT OF THE PARTICIPATION AGREEMENT IS LEGALLY BINDING.
THE ENGLISH TRANSLATION IS FOR CONVENIENCE ONLY.

Vertrag
tiber die Errichtung einer
Stillen Gesellschaft

zwischen

Hybrid Capital Funding Il Limited Partnership,
St Helier
Jersey JE4 8PX
Kanalinseln
(nachstehend als Stiller Gesellschafter bezeichnet)

und

WestLB AG,
Dusseldorf/Minster
Bundesrepublik Deutschland
(nachstehend als Bank bezeichnet)

Praambel

Der Stille Gesellschafter und die Bank beabsichti-
gen die Errichtung einer stillen Gesellschaft mit
dem Ziel, dass die Einlage des Stillen Gesell-
schafters in der Bank auf Dauer als haftendes
Eigenkapital (Kernkapital)dient.

Dies vorausgeschickt, vereinbaren die Parteien
Folgendes:

§1

Definitionen und Auslegung

Definitionen: Sofern aus dem Zusammenhang
nicht etwas anderes hervorgeht, haben die nach-
stehenden Begriffe folgende Bedeutung:

Anfangsdatum bezeichnet den 13. Mai 2005.

Ausschiittungsfidhiger Gewinn bezeichnet den
nach MaBgabe und in Ubereinstimmung mit den in
der Bundesrepublik Deutschland geltenden Rech-
nungslegungsvorschriften des Handelsgesetz-
buchs sowie sonstigem zum mafB3geblichen Zeit-
punkt anwendbaren deutschen Recht ermittelten
Jahresuberschuss oder Jahresfehlbetrag der Bank
fur das maBgebliche Geschéftsjahr der Bank wie
er sich aus der nicht konsolidierten und durch eine
von der BaFin anerkannte Wirtschafts-
prufungsgesellschaft gepriften Gewinn- und Ver-
lustrechnung ergibt, zuzlglich Enthahmen aus den
anderen Gewinnricklagen, soweit diese wahrend
der Dauer dieses Vertrages gebildet wurden sowie
abzuglich eines etwaigen Verlustvortrags aus den
Vorjahren und dem Betrag, der gemaf § 300 AktG
in die gesetzliche Rucklage einzustellen ist.
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Agreement
on the Establishment of a
Silent Partnership

between

Hybrid Capital Funding Il Limited Partnership,
St Helier
Jersey JE4 8PX
Channel Islands
(hereinafter called Silent Partner)

and

WestLB AG,
Dusseldorf/Minster
Federal Republic of Germany
(hereinafter called Bank)

Preamble

The Silent Partner and the Bank intend to establish
a silent partnership for the purpose of ensuring
that the Silent Partner’s contribution to the Bank
permanently constitutes liable equity capital (core
capital).

On this basis, the parties agree as follows:

§1

Definitions and Interpretation

Definitions: Unless the context requires other-
wise, the following terms shall have the following
meanings:

Start Date means 13 May 2005.

Distributable Profits means the net profit (Jahr-
estiberschuss) or net loss (Jahresfehlbetrag) of
the Bank for the relevant fiscal year (determined
on the basis of the annual unconsolidated profit
and loss statement of the Bank as audited by an
auditing firm which is recognised by the BaFin),
plus withdrawals from other earnings reserves, if
any, accumulated during the term of this Agree-
ment, minus any loss carried forward from previ-
ous years and minus any amount to be allocated to
the legal reserves pursuant to Section 300 of the
German Stock Corporation Act, all in compliance
with, and determined in accordance with, the
accounting principles generally accepted in the
Federal Republic of Germany in compliance with
the German Commercial Code and any other
applicable German law then in effect.



BaFin bezeichnet die Bundesanstalt fur Finanz-
dienstleistungsaufsicht oder eine etwaige Nach-
folgebehdrde, die an deren Stelle tritt.

Bank bezeichnetdieWestLBAG, einenachdeutsch-
em Recht errichtete Aktiengesellschaft mit Sitz in
Dusseldorf und Munster, Deutschland.

Beendigungstag bezeichnet den letzten Tag, an
dem der Stille Gesellschafter am Handelsgewerbe
der Bank als typischer stiller Gesellschafter beteiligt
ist.

Bestehende Stille Beteiligungen hat die in § 5
festgelegte Bedeutung.

Ein Bilanzverlust liegt dann vor, wenn die nicht
konsolidierte Jahresbilanz der Bank auf Grundlage
der Rechnungslegungsvorschriften des deutschen
HGB nach Prifung durch eine von der BaFin
anerkannte Wirtschaftsprifungsgesellschaft keinen
Bilanzgewinn fir das Geschaftsjahr in Bezug auf
die maBgebliche Gewinnbeteiligung ausweist. Der
Bilanzgewinn schlie3t den Jahresiiberschuss oder
-fehlbetrag ein, zuzuglich des Gewinnvortrags aus
den Vorjahren, abzlglich des Verlustvortrags aus
den Vorjahren, zuzlglich der Entnahmen aus
Kapital- und Gewinnrlcklagen, abzlglich Einstel-
lungen in Gewinnricklagen, und zwar jeweils nach
MaBgabe und in Ubereinstimmung mit dem Ak-
tiengesetz, deutschen Rechnungslegungsvor-
schriften sowie sonstigem zum maf3geblichen Zeit-
punkt anwendbaren deutschen Recht getroffenen
Feststellungen.

Buchwert bezeichnet den Buchwert der Stillen
Einlage, so wie dieser in der Bilanz der Bank
festgestellt wurde. Wenn sich bei Aufstellung der
Bilanz der Bank die Entstehung eines Bilanzver-
lusts abzeichnet, so wird dieser Bilanzverlusts
anteilig nach MafBgabe des § 6 vom Buchwert
abgezogen.

Einlagennennbetrag bezeichnet den Betrag von
€ 240.000.000 (Euro zweihundertvierzig Mil-
lionen).

Erste Gewinnperiode bezeichnet den Zeitraum
vom Anfangsdatum (einschlieB3lich) bis zum
31. Dezember 2005 (einschlieBlich).

Geschiftstag bezeichnet jeden Tag, an dem TAR-
GET (das Trans-European Automated Real Time
Gross Settlement Express Transfer System) Bu-
chungen oder Zahlungsanweisungen im Hinblick
auf Zahlungen in Euro abwickelt.

Gewinnbeteiligung bezeichnet die in der jeweili-
gen Gewinnperiode aufgelaufene Gewinnbeteil-

igung.

51

BaFin means the German Financial Services Au-
thority or any successor agency taking its place.

Bank means WestLB AG, a stock corporation
established under the laws of Germany, having its
seat in Dusseldorf and Munster, Germany.

Termination Date shall mean the last date on
which the Silent Partner participates in the Bank’s
commercial enterprise as an ordinary silent part-
ner.

Existing Silent Participations has the meaning
set forth in § 5.

An Annual Balance Sheet Loss exists if the
annual unconsolidated balance sheet of the Bank
in accordance with the German Commercial Code,
as audited by an auditing firm which is recognised
by the BaFin, does not show a balance sheet profit
for the fiscal year to which the relevant Profit
Participation relates. Any such balance sheet profit
includes the net profit or net loss, plus any profit
carried forward from previous years, minus any
loss carried forward from previous years, plus
transfers from capital reserves and earnings re-
serves, minus allocations to earnings reserves, all
in compliance with, and determined in accordance
with, the German Stock Corporation Act, account-
ing principles generally accepted in the Federal
Republic of Germany and other applicable Ger-
man law then in effect.

Book Value means the book value of the Silent
Contribution as specified in the Bank’s balance
sheet. If, when drawing up the Bank’s balance
sheet, it becomes evident that a Annual Balance
Sheet Loss would arise, a proportionate part of
such Annual Balance Sheet Loss shall be de-
ducted from the Book Value in accordance with

§ 6.

Nominal Contribution Amount means
€ 240,000,000 (Euro two hundred and forty mil-
lion).

First Profit Period means the period from (and
including) the Start Date to (and including) 31 De-
cember 2005.

Business Day means a day on which TARGET
(the Trans-European Automated Real Time Gross
Settlement Express Transfer System) is operating
credit or transfer instructions in respect of pay-
ments in Euro.

Profit Participation means a profit participation
accrued in any Profit Period.



Gewinnbeteiligungszahlung hat die in § 4(1) und
§ 4(2) festgelegte Bedeutung.

Gewinnperiode bezeichnet jeweils den Zeitraum
vom 1. Januar (einschlieBlich) bis 31. Dezember
(einschlieBlich) eines Jahres, wobei die erste
Gewinnperiode am Anfangsdatum (einschlieBlich)
beginnt und am 31. Dezember 2005 (ein-
schlieBlich) endet und die letzte Gewinnperiode
vom 1. Januar (einschlieBlich) bis zum Been-
digungstag (einschlieBlich) lauft.

Herabsetzung bezeichnet jede Herabsetzung der
Stillen Einlage nach § 6(1).

KWG bezeichnet das Gesetz Uber das Kredit-
wesen.

Riickzahlungsbetrag bezeichnet entweder den
Buchwert oder den Einlagennennbetrag, je nach-
dem welcher Betrag niedriger ist.

Riickzahlungstag bezeichnet entweder (i) den
30. Juni des Jahres, das auf das Geschéftsjahr der
Bank folgt, in das der Beendigungstag féallt bzw.,
falls dieser Tag kein Geschéftstag ist, den nachst-
folgenden Geschaftstag oder (ii) falls am 29. Juni
des mafBgeblichen Geschéftsjahres der Bank der
Jahresabschluss der Bank fur das Geschéftsjahr,
in das der Beendigungstag fallt, noch nicht fest-
gestellt war, der auf den Tag der Feststellung
folgende Geschaftstag, je nachdem, welches der
spatere Zeitpunkt ist.

Stille Einlage hat die in § 2(1) festgelegte Bedeu-
tung.

Stiller Gesellschafter bezeichnet Hybrid Capital
Funding Il Limited Partnership, eine in Jersey
begriindete und nach Mal3gabe des Limited Part-
nerships (Jersey) Law 1994 in der jeweils glltigen
Fassung registrierte Kommanditgesellschaft (Lim-
ited Partnership), mit Sitz in 22 Grenville Street, St.
Helier, Jersey JE4 8PX, Kanalinseln.

§2

Vertragsgegenstand

(1) Stille Einlage: Der Stille Gesellschafter ist ab
dem Anfangsdatum am Handelsgewerbe der
Bank als typischer stiller Gesellschafter mit
einer Vermogenseinlage (Stille Einlage) in
Hoéhe des Einlagennennbetrags beteiligt.

(2) Einzahlung der Stillen Einlage: Die Stille

Einlage wird in bar erbracht. Sie ist am An-

fangsdatum vollstandig zu leisten. Die Stille

Einlage geht in das Vermdgen der Bank tber.
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Profit Participation Payment has the meaning
specified in § 4(1) and § 4(2).

Profit Period means each period from (and includ-
ing) 1 January to (and including) 31 December for
each year, provided that the first Profit Period shall
commence on (and include) the Start Date and
end on (and include) 31 December 2005 and that
the last Profit Period shall commence on (and
include) 1 January of the year in which the Termi-
nation Date occurs to (and including) the Termina-
tion Date.

Reduction means any reduction of the Silent
Contribution pursuant to § 6(1).

KWG means the German Banking Act.

Repayment Amount means the lower of the Book
Value and the Nominal Contribution Amount.

Repayment Date means the later of (i) 30 June of
the year following the fiscal year of the Bank in
which the Termination Date occurs or, if such day
is not a Business Day, the next Business Day
following such day, or (ii) if, on 29 June of the
relevant fiscal year of the Bank, the Bank’s annual
financial statements for the fiscal year in which the
Termination Date occurs have not been adopted,
the Business Day following the adoption thereof.

Silent Contribution has the meaning specified in

§ 2(1).

Silent Partner means Hybrid Capital Funding Il
Limited Partnership, a partnership established in
Jersey and registered under the Limited Partner-
ships (Jersey) Law 1994, as amended, whose
registered office is at 22 Grenville Street, St.
Helier, Jersey JE4 8PX, Channel Islands.

§2
Subject Matter

(1) Silent Contribution: The Silent Partner par-
ticipates as of the Start Date in the business of
the Bank as an ordinary silent partner with a
capital contribution (Silent Contribution) in an
amount equal to the Nominal Contribution
Amount.

Payment of Silent Contribution: The Silent
Contribution shall be paid in cash. It shall be
paid in full no later than the Start Date. The
Silent Contribution becomes part of the assets
of the Bank.

()
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§3

Gewinnbeteiligung

Allgemeines: Als Gegenleistung fur die Stille
Einlage stehen dem Stillen Gesellschafter vom
Anfangsdatum bis zum Beendigungstag
Gewinnbeteiligungen zu, deren Héhe sich
nach MaBgabe dieses § 3 bestimmt.

Gewinnbeteiligung: Die Gewinnbeteiligung
fur die Erste Gewinnperiode betragt
€ 31.584.000 und Gewinnbeteiligungen flr
Gewinnperioden nach der Ersten Gewinnpe-
riode fallen in H6he von 6,16% p.a. an.

Ausschluss der Gewinnbeteiligung: Eine
Gewinnbeteiligung fur eine Gewinnperiode
(einschlieBlich der Ersten Gewinnperiode) ist
ausgeschlossen:

(a) falls und soweit fir eine solche Zahlung
kein ausreichender Ausschittungsfahiger
Gewinn in dem Geschéaftsjahr der Bank,
auf das sich die maBgebliche Gewinnpe-
riode bezieht, zur Verfligung steht; oder

(b) wenn eine Herabsetzung erfolgt ist und
die Stille Einlage noch nicht wieder voll-
stdndig geman § 6(3) heraufgeschrieben

wurde; oder

(c) wenn zu irgendeinem Zeitpunkt vor
Auszahlung der Gewinnbeteiligung ein
Antrag auf Erdéffnung des Insolvenzver-
fahrens Uber das Vermdgen der Bank
aus Grinden der drohenden oder beste-
henden Zahlungsunfahigkeit oder Uber-
schuldung gestellt wurde oder die BaFin
die ihr verliehenen Befugnisse gemal
§§ 45, 46a und 47 KWG bzw. entsprech-
ender Nachfolgebestimmungen ausgebt

hat; oder

falls die Gesamtkennziffer der Bank auf
Institutsebene unter 9,0% liegt, soweit
die Zahlung einer solchen Gewinnbeteili-
gung im Einzelabschluss zu einem Fehl-
betrag (nach HGB) in dem Geschéftsjahr
der Bank, auf das sich die maBBgebliche
Gewinnperiode bezieht, fihren oder die-
sen erhéhen wirde; oder

(d)

(e)

falls der Beendigungstag in diese Gewinn-
periode fallt.
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§3

Profit Participation

General: In consideration for the Silent Con-
tribution, the Silent Partner shall be entitled to
Profit Participations from the Start Date to the
Termination Date in the amounts specified in
this § 3.

Profit Participation: The Profit Participation
for the First Profit Period shall amount to
€ 31,584,000 and Profit Participations for Profit
Periods after the First Profit Period shall ac-
crue at a rate of 6.16 per cent. per annum.

Profit Participations excluded: The pay-
ment of Profit Participations for any Profit
Period (including the First Profit Period) is
excluded:

(a) if (but only to such extent that) there are
insufficient Distributable Profits available
for the fiscal year of the Bank into which
the relevant Profit Period falls to make
such payment; or

if there has occurred a Reduction and the
Silent Contribution has not been fully
written-up again as provided for in § 6(3);
or

(b)

(c) if, at any time prior to payment of such
Profit Participation, an application for the
institution of insolvency proceedings in
respect of the assets of the Bank has
been filed for reasons of threatened or
actual illiquidity or overindebtedness or
BaFin has made use of its powers vested
by virtue of §§ 45, 46a and 47 of the KWG

or the relevant successor provisions; or

(d) if the Bank’s solvency ratio (Gesamtkenn-
ziffer) is below 9.0 per cent. on an uncon-
solidated basis, to the extent that pay-
ment of such Profit Participation would
lead to or increase an unconsolidated
annual loss (in accordance with the Ger-
man Commercial Code) in the fiscal year
of the Bank to which the relevant Profit

Period relates; or

if the Termination Date falls within such
Profit Period.

(e)



(4)

(1)

(2)

Berechnung unterjahriger Gewinnbeteilig-
ungen: Gewinnbeteiligungen flir einen Zeit-
raum von weniger als einem Jahr werden auf
Grundlage der Anzahl Tage in dem Zeitraum
dividiert durch 360 berechnet, wobei die An-
zahl der Tage in dem Zeitraum auf der Grund-
lage eines Jahres von 360 Tagen mit zwolf
Monaten zu je 30 Tagen zu ermitteln ist.

§4
Zahlung der Gewinnbeteiligung

Falligkeit von Gewinnbeteiligungen:

(a) Erste Gewinnperiode: Die Gewinn-
beteiligung fur die Erste Gewinnperiode
betragt € 31.584.000 und wird in drei
Raten (jeweils eine Gewinnbeteiligung-
szahlung) fallig; die erste Gewinnbeteilig-
ungszahlung in H6he von € 16.800.000
wird am 30. Juni 2006 oder, falls spater,
an dem Geschéftstag, der auf den Tag
der Feststellung des Jahresabschlusses
der Bank fur das Geschéaftsjahr 2005
folgt, fallig; die zweite und dritte Gewinn-
beteiligungszahlung in Héhe von jeweils
€ 7.392.000 werden jeweils am 30.
Dezember 2006 und 30. Juni 2007 fallig.
Soweit die Gewinnbeteiligung fir die Er-
ste Gewinnperiode den Betrag von €
31.584.000 wegen eines Ausschlusses
der Gewinnbeteiligung geman § 3(3) nicht
erreicht, wird die Bank den verbleibenden
zahlbaren Teil der Gewinnbeteiligung fir
die Erste Gewinnperiode vorrangig mit
der ersten Gewinnbeteiligungszahlung
zur Auszahlung bringen und lediglich etwa
danach verbleibende Teile ratierlich auf
die zweite und dritte Gewinnbeteiligung-
szahlung zur Anwendung bringen.

(b) Andere Gewinnperioden: Jede Gewinn-
beteiligung (mit Ausnahme der Ersten
Gewinnbeteiligung) wird in zwei gleichen
Raten (jeweils eine Gewinnbeteiligungs-
zahlung) fallig und zwar an dem dem
Ablauf der maBgeblichen Gewinnperiode
jeweils folgenden 30. Dezember und dem

darauf folgenden 30. Juni.

Zahlung an Geschiftstagen; kein Aus-
gleich bei verspateter Zahlung: Falls der
Tag, an dem eine Gewinnbeteiligungszahlung
nach MaBgabe des § 4(1)(a) oder § 4(1)(b)
fallig wird, kein Geschéaftstag ist, verschiebt
sich die Falligkeit auf den néachstfolgenden
Geschaftstag; aufgrund einer solchen Ver-
schiebung erfolgt keine Zahlung von Zinsen
und keine Zahlung von weiteren Betrdgen an
Gewinnbeteiligung.
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(4)

(1)

(2)

Calculation of short Profit Participations:
Profit Participations accrued for a period of
less than one year shall be calculated on the
basis of the actual number of days elapsed in
such period divided by 360, with the number
of days within such period is to be calculated
on the basis of a year of 360 days with twelve
30-day months.

§4

Profit Participation Payment
Payment of Profit Participations:

(a) First Profit Period: The Profit Participa-
tion for the First Profit Period shall equal
€ 31,584,000 and shall be payable in
three instalments (each a Profit Partici-
pation Payment); the first Profit Partici-
pation Payment shall equal € 16,800,000
and shall be payable on 30 June 2006 or,
if later, the Business Day following the
adoption of the Bank’s annual financial
statements for the fiscal year 2005; the
second and third Profit Participation Pay-
ments shall equal € 7,392,000 each and
shall be payable on 30 December 2006
and 30 June 2007, respectively. To the
extent that the Profit Participation for the
First Profit Period shall be less than
€ 31,584,000 as a result of Profit Partici-
pations being excluded for the First Profit
Period pursuant to § 3(3), the Bank will
apply amounts that remain payable on
the Profit Participation for the First Profit
Period to the first Profit Participation Pay-
ment and the remainder, if any, will be
applied to the second and third Profit
Participation Payment on a pro rata ba-
sis.

Other Profit Periods: Each Profit Partici-
pation (other than the First Profit Partici-
pation) shall be payable in two equal
instalments (each a Profit Participation
Payment) on 30 December following the
end of the relevant Profit Period and the
next following 30 June.

(b)

Payment on Business Days; no Compen-
sation for Late Payment: If a day on which a
Profit Participation Payment under § 4(1)(a) or
§ 4(1)(b) falls due is not a Business Day,
payment shall be postponed to the next fol-
lowing Business Day; no interest or further
amount of Profit Participation will accrue or be
payable as a result of such postponement.



§5

Rangstellung des Beteiligungsvertrages

Die Zahlungsverpflichtungen der Bank aufgrund
dieses Beteiligungsvertrages:

(1) sind nachrangig gegeniiber Forderungen aller
bestehenden und kinftigen Glaubiger der
Bank (einschlieBlich der Glaubiger von Ge-
nussrechten oder Genussscheinen und ggf.
anderer Kapitalinstrumente des Erganzungs-
kapitals, sowie sonstiger nachrangiger
Verbindlichkeiten gemal § 10(5) und (5a)
KWG);

sind (prozentual zum falligen Betrag) mindes-
tens gleichrangig mit allen Forderungen auf
Ruckzahlung von Kapitaleinlagen, die in Be-
zug auf kinftige Gewinnbeteiligungen in Form
von stillen Gesellschaften in die Bank einge-
bracht wurden, sowie mit anderen Kapitalins-
trumenten des Eigenkapitals, die gleichrangig
mit Gewinnbeteiligungen in Form von stillen
Gesellschaften sind; und

()

(3) sind vorrangig vor allen Forderungen von
Anteilseignern der Bank im Zusammenhang

mit ihren Anteilen am Grundkapital der Bank;

allerdings mit der MaBgabe, dass (i) Gewinnbeteilig-
ungen nach § 3 vorrangig zu Ausschiittungen auf am
Anfangsdatum bestehende stille Beteiligungen an
der Bank (mit Ausnahme der stillen Beteiligung der
Hybrid Capital Funding | Limited Partnership) (Beste-
hende Stille Beteiligungen) sowie vorrangig zu der
Wiederauffullung des Buchwertes Bestehender Stiller
Beteiligungen zur Entstehung gelangen und aus-
zuzahlen sind und (ii) Gutschriften nach § 6(3) vor-
rangig zu Gutschriften auf Bestehende Stille Beteili-
gungen erfolgen, die nach einer noch nicht wieder
auf den vollen anfanglichen Buchwert hochgeschrie-
ben wurden. Demgemass fallen Gewinnbeteiligun-
gen unabhangig davon an, ob (i) der Buchwert
Bestehender Stiller Beteiligungen wieder vollsténdig
gutgeschrieben wurde oder (ii) Ausschittungen auf
Bestehende Stille Beteiligungen gezahlt wurden oder
werden.

§6

Verlustbeteiligung, stille Reserven

(1) Verlustbeteiligung des Stillen Gesell-
schafters: An einem Bilanzverlust nimmt der
Stille Gesellschafter im Verhaltnis des Buch-
werts der Stillen Einlage zum Gesamtbuch-
wert aller am Verlust teilnehmenden Kernkapi-
talanteile der Bank teil.
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§5

Ranking of Participation Agreement

The Bank’s obligations under this Participation
Agreement:

(1) are subordinated to the claims of all existing
and future creditors of the Bank (including
holders of profit participation rights in the form
of Genussrechte or Genussscheine) and other
upper tier 2 capital instruments, if any, and
any other subordinated debt in accordance
with § 10(5) and (5a) KWG;

(2) rank at least pari passu (by percentage of the
amount payable) with all claims for distribu-
tions under or the repayment of capital contri-
butions made with respect to future profit
participations in the Bank in the form of silent
partnerships and with other liable capital in-
struments ranking pari passu with profit par-
ticipations in the form of silent partnerships;

and

rank senior to all claims of shareholders of the
Bank in connection with their shares in the
statutory capital of the Bank;

)

provided that (i) Profit Participations in accordance
with § 3 shall accrue and be paid in priority to
distributions on silent participations in the Bank
existing as of the Start Date (other than the silent
participation held by Hybrid Capital Funding |
Limited Partnership) (Existing Silent Participa-
tions) as well as in priority to replenishment of the
book value of any Existing Silent Participations,
and (ii) replenishments in accordance with § 6(3)
shall accrue and be made in priority to replenish-
ments of the book value of any Existing Silent
Participations which have not yet been fully written
up to the initial book value following a sharing in
losses. Hence, Profit Participations will accrue
irrespective of whether (i) the book value of any
Existing Silent Participations that were written
down has fully been written up or (ii) distributions
accrue or have accrued under Existing Silent
Participations.

§6

Sharing of Losses, Hidden Reserves

(1) Silent Partner’s Sharing in Losses: The
Silent Partner shall share in an Annual Bal-
ance Sheet Loss in the proportion which the
book value of the Silent Contribution bears to
the aggregate book value of all loss-sharing
components of the Bank’s “liable core capi-
tal”.



()

)

(4)

®)

Somit nehmen alle am Bilanzverlust der Bank
beteiligten stillen Gesellschafter und alle An-
teilseigner der Bank am Bilanzverlust mit dem
gleichen Prozentsatz des Buchwertes ihrer
Einlagen bzw. ihrer Rickzahlungsanspriche
oder des sonstigen ausgewiesenen Eigenkapi-
tals teil.

Begrenzung der Verlustbeteiligung auf Ver-
mogenseinlage: Die Gesamtverlustbeteil-
igung des Stillen Gesellschafters am Bilanz-
verlust ist auf den Einlagennennbetrag
beschrankt.

Gutschrift nach Verlustbeteiligung: Nach
einer Herabsetzung wird die Stille Einlage in
jedem der Herabsetzung nachfolgenden Ge-
schéaftsjahr der Bank bis zur vollstdndigen
Hohe des Einlagennennbetrages wieder gut-
geschrieben, soweit hierdurch kein Bilanzver-
lust entsteht oder erhéht wirde.

Die Gutschrift der Stillen Einlage nach einer
Herabsetzung geht der Ruckfihrung des
Grundkapitals, der Gutschrift Bestehender
Stiller Beteiligungen und Einstellungen in
Rucklagen vor. Im Verhaltnis zu anderen Kapi-
talgebern nach § 10(4) KWG (Vermdgensein-
lagen stiller Gesellschafter) (ausgenommen
die Bestehenden Stillen Beteiligungen) erfolgt
die Gutschrift geman diesem § 6(3) in der
gleichen Reihenfolge und im gleichen Verhalt-
nis wie die Verlustbeteiligung. Im Verhéltnis
zu anderen Kapitalgeben nach § 10(5) KWG
(Genussrechte) erfolgt die Gutschrift geman
diesem § 6(3) nachrangig.

Stille Reserven: Auf die vor oder wéhrend
der Laufzeit der stillen Gesellschaft gebilde-
ten stillen Reserven hat der Stille Gesell-
schafter kein Anrecht.

Keine Pflicht zur Aufdeckung stiller Reser-
ven: Die Bank ist nicht verpflichtet, zur Ver-
meidung eines Bilanzverlusts stille Reserven
aufzudecken oder bilanzielle Ricklagen auf-
zuldsen.

§7

Dauer der stillen Gesellschaft, Kiindigung

(1)

()

Unbestimmte Laufzeit: Dieser Beteiligungs-
vertrag wird auf unbestimmte Zeit abge-
schlossen.

Kiindigung durch den Stillen Gesell-
schafter: Der Stille Gesellschafter kann dies-
en Beteiligungsvertrag nicht kindigen.
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Hence, all silent partners participating in the
Bank’s Annual Balance Sheet Loss and all
shareholders of the Bank shall share in a
Annual Balance Sheet Loss in the same per-
centage as the book value of their contribu-
tions and/or repayment claims or the other
stated own funds, respectively.

Limitation of Sharing in Losses to Capital
Contribution: The Silent Partner’s aggregate
share in an Annual Balance Sheet Loss shall
be limited to the Nominal Contribution Amount.

Replenishment after Reduction: After a Re-
duction, the Silent Contribution shall, in each
fiscal year of the Bank following such Reduc-
tion, be replenished up to the full Nominal
Contribution Amount, but only if and to the
extent such replenishment would not cause or
increase an Annual Balance Sheet Loss.

The replenishment of the Silent Contribution
after a Reduction ranks senior to the replen-
ishment of the share capital, the replenish-
ment of Existing Silent Participations and to
allocations to reserves. In relation to other
capital providers in accordance with § 10(4)
KWG (silent participations) (other than Exist-
ing Silent Participations), the replenishment
pursuant to this § 6(3) shall be effected in the
same priority and in the same proportion as
the sharing of losses. In relation to other
capital providers in accordance with § 10(5)
KWG (profit participation rights), the replen-
ishment in accordance with this § 6(3) shall be
subordinated.

Hidden Reserves: The Silent Partner shall
not be entitled to a share in the Bank’s hidden
reserves built up prior to or during the term of
the silent partnership.

No Obligation to Realise Hidden Reserves:
The Bank shall not be obliged to realise
hidden reserves or to make withdrawals from
on-balance sheet reserves in order to avoid
an Annual Balance Sheet Loss.

§7

Duration of the Partnership, Termination

Indefinite Term: This Participation Agree-
ment shall remain in effect for an indefinite
term.

Termination by Silent Partner: The Silent
Partner may not terminate this Participation
Agreement.
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Ordentliche Kiindigung durch die Bank:
Die Bank kann diesen Beteiligungsvertrag
gegenlber dem Stillen Gesellschafter mit einer
Kiindigungsfrist von mindestens zwei Jahren
zum 31. Dezember eines jeden Jahres kindi-
gen, wobei eine Kindigung keinesfalls vor
dem 31. Dezember 2015 wirksam wird. Das
Recht zur ordentlichen Kundigung darf die
Bank nur ausuben, wenn ihre Gesamtken-
nziffer auf Einzelbankebene den Wert von 9%
dauerhaft Ubersteigt und der Buchwert zum
Zeitpunkt der Kundigungserklarung den Ein-
lagenennbetrag nicht unterschreitet.

Kiindigung durch die Bank aus aufsichtsre-
chtlichen oder steuerlichen Griinden: Die
Bank ist berechtigt, diesen Beteiligungsver-
trag unbeschadet § 7(3) jederzeit unter Ein-
haltung einer Kiindigungsfrist von mindestens
zwei Jahren gegeniber dem Stillen Gesell-
schafter auBBerordentlich zu kindigen, wenn
eine wesentliche und fir die Bank nachteilige
Veranderung steuerlicher oder aufsichtsrecht-
licher Vorschriften geméan § 12 eintritt und
diese sich nicht durch eine Anpassung dieses
Vertrages auf Grundlage von § 12 abwenden
lasst. Eine auBerordentliche Kiindigung darf
frihestens zum 31. Dezember 2010 erfolgen.
Das Recht zur auBBerordentlichen Kindigung
darf die Bank nur austben, wenn der Buch-
wert zum Zeitpunkt der Kindigungserklarung
den Einlagenennbetrag nicht unterschreitet.

Schriftliche Kiindigung: Jede Kiindigung be-
darf der Schriftform.

Zustimmung der BaFin zu Kiindigungen:
Kindigungen dieses Beteiligungsvertrages
werden erst wirksam, wenn die BaFin der
Kiindigungserklarung zugestimmt hat.

Riickzahlungsbetrag und -tag: Am Rick-
zahlungstag zahlt die Bank an den Stillen
Gesellschafter den Rickzahlungsbetrag.

Ausschluss der Kiindigung aufgrund be-
stimmter Ereignisse: Von Fusionen, (Teil-)
Vermégensiibertragungen, Anderungen der
Rechtsform oder des Stammkapitals der Bank
bleibt die Stille Gesellschaft unberihrt.
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Ordinary Termination by the Bank: The
Bank may only terminate this Participation
Agreement upon two years’ prior notice with
effect on 31 December of the relevant year,
provided that no termination shall be effective
earlier than 31 December 2015. The Bank
may exercise this ordinary termination right
only if its solvency ratio sustainably exceeds 9
per cent on an unconsolidated level and the
Book Value at the time of the termination
notice is not less than the Nominal Contribu-
tion Amount.

Termination by the Bank for Regulatory or
Tax Reasons: Notwithstanding § 7(3), the
Bank may terminate this Participation Agree-
ment at any time with not less than two years’
prior notice if a change in the tax or supervi-
sory environment referred to in § 12 has
occurred which is material and adverse to the
Bank and which cannot be addressed by an
amendment of this Agreement on the basis of
§ 12. No exceptional termination may become
effective prior to 31 December 2010. The
Bank may exercise this extraordinary termina-
tion right only if the Book Value at the time of
the termination notice is not less than the
Nominal Contribution Amount.

Notice in Writing: Any notice of termination
hereunder must be in writing.

BaFin Approval of Terminations: No notice
of termination under this Participation Agree-
ment shall become effective without the Ba-
Fin’s prior approval thereof.

Repayment Amount and Date: On the Re-
payment Date, the Bank will pay to the Silent
Partner the Repayment Amount.

No termination by virtue of certain events:
The silent partnership shall remain unaffected
in the case of a merger, a transfer of assets
(whether a transfer of the whole or any part)
or, a change in legal form in respect of the
Bank or a change of the Bank’s share capital.



(9) Insolvenz/Liquidation: Im Falle der Insol-

venz oder Liquidation der Bank wird eine
Barabfindung fir die Stille Einlage erst nach
Befriedigung aller Glaubiger der Bank ein-
schlieBlich der Inhaber von Genussrechten
oder Genussscheinen sowie der Glaubiger
von nachrangigem Haftkapital geman § 10(5a)
KWG, jedoch gleichrangig mit Anspriichen auf
Ruckzahlung von Kapitalgebern aus beste-
henden und kiinftigen stillen Beteiligungen an
der Bank und vorrangig vor der Rickzahlung
von Stammkapital zugunsten der Anteilseigner
gezahlt.

(10) Ausschluss des Kiindigungsrechts des

Stillen Gesellschafters: Falls der Ausschluss
des Kundigungsrechts des Stillen Gesell-
schafters geman § 7(2) unwirksam sein sollte,
ist die Kindigung dieses Beteiligungsver-
trages durch den Stillen Gesellschafter und/
oder die Ruckzahlung der Stillen Einlage nur
nach Zustimmung der BaFin zulassig, mit der
MaBBgabe, dass eine solche Kiundigung nicht
vor dem 31. Dezember 2035 wirksam wird. Ist
auch die Bindung der Kindigung an die
Zustimmung der BaFin unwirksam, kann der
stille Gesellschafter mit einer Frist von zwei
Jahren zum 31. Dezember eines Jahres, je-
doch erstmals zum 31. Dezember 2035 kin-
digen.

(11) Nachtragliche Herabsetzung des Buchw-

ertes der Stillen Einlage: Kommt es zwisch-
en dem Zeitpunkt der Kindigung dieses
Beteiligungsvertrages und dem Beendigungs-
tag infolge einer Verlustbeteiligung nach § 6(1)
zu einer Herabsetzung, der am Ruckzahlung-
stag nicht voll ausgeglichen ist, gilt die Kin-
digung als nicht erfolgt und die Stille Beteili-
gung setzt sich zu den Bestimmungen des
Vertrages fort. In diesem Fall ist der Beendi-
gungstag der 31. Dezember, der auf die voll-
stdndige Wiederhochschreibung der Stillen
Einlage folgt.
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(9) Insolvency/Liquidation: In case of the Bank’s

insolvency or liquidation, a cash settlement in
respect of the Silent Contribution shall only be
paid after satisfaction of all creditors of the
Bank, including the holders of profit participa-
tion rights in the form of Genussrechte or
Genussscheine and creditors holding subor-
dinated capital in accordance with § 10(5a)
KWG, but will be paid pari passu with all
claims for the repayment of capital contribu-
tions made with respect to existing and future
silent participations in the Bank and prior to
payments towards the repayment of share
capital for the benefit of the shareholders.

(10) Exclusion of Silent Partner’s Termination

Right: If the exclusion of the Silent Partner’s
termination right under §7(2) should be in-
valid, the termination of this Participation
Agreement by the Silent Partner and/or the
repayment of the Silent Contribution shall be
permissible only upon BaFin’s prior approval,
provided that no such termination shall be-
come effective prior to 31 December 2035. If
the requirement of the BaFin’s prior approval
should be invalid, the Silent Partner shall be
entitled to terminate this Participation Agree-
ment by giving two years’ prior notice effective
as of 31 December of any year but in no event
with effect as of any date prior to 31 Decem-
ber 2035.

(11) Subsequent Reduction of Book Value of

the Silent Contribution: If there occurs a
Reduction pursuant to § 6(1) between the
date on which any termination of this Agree-
ment occurs and the Repayment Date, the
termination shall automatically cease to have
effect and the Silent Participation shall con-
tinue on the terms of this Agreement. In such
case, the Termination Date shall be the
31 December which follows the complete
replenishment of the Silent Contribution.



§8

Gesellschafterrechte

(1) Jahresabschluss: Der Stille Gesellschafter
ist berechtigt, (i) eine Abschrift des Jahresab-
schlusses der Bank (Bilanz mit Gewinn- und
Verlustrechnung sowie Anhang) einschlie3lich
Lagebericht sowie Konzernabschluss und
Konzernlagebericht zu verlangen und (ii) des-
sen Richtigkeit durch Uberprifung des Priif-
ungsberichtes auf eigene Kosten durch einen
Wirtschaftsprufer oder vereidigten Buchprifer
feststellen zu lassen. Zusammen mit dem
Jahresabschluss erhalt der Stille Gesell-
schafter eine Aufstellung Uber seine Gewinn-
bzw. Verlustbeteiligung.

(2) Ausschluss anderweitiger Rechte: Weitere
Gesellschafter-Rechte stehen dem Stillen Ge-

sellschafter nicht zu.

§9
Hinweis geman
§ 10(4) S. 1 Ziff. 6 KWG

Verbot nachtraglicher Anderungen zum
Nachteil der Bank: Nach Abschluss dieses
Vertrages durfen (i) weder die Verlustbeteilig-
ung zum Nachteil der Bank verandert, (ii)
noch die Nachrangigkeit eingeschrénkt noch
(iii) die Laufzeit oder Kindigungsfrist verkdrzt
werden.

Riickzahlungsverpflichtung: Ungeachtet
anderweitiger Vereinbarungen sind Voraus-
zahlungen auf die Stille Einlage an die Bank
zurlickzuzahlen, es sei denn, (i) das Kapital
wurde durch anderes mindestens gleichwert-
iges Eigenkapital ersetzt oder (ii) die BaFin
stimmt der vorzeitigen Riickzahlung der Stillen
Einlage zu.

(1)

()

§ 10
Begebung weiteren Haftkapitals

Die Bank behélt sich das Recht vor, Vertrage Uber
weitere stille Gesellschaften zu gleichen oder an-
deren Bedingungen, insbesondere mit einer an-
deren Gewinnbeteiligung, oder Vertrage uber Ge-
nussrechte oder Genussscheine oder
nachrangiges Haftkapital geméans § 10(5a) KWG
abzuschlieBen. Forderungen kiinftiger stiller Ge-
sellschafter durfen den Forderungen des Stillen
Gesellschafters aus diesem Beteiligungsvertrag
nicht im Rang vorgehen.
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§8
Shareholder Rights

(1) Financial Statements: The Silent Partner
shall be entitled (i) to request a copy of the
annual financial statements of the Bank (bal-
ance sheet with profit and loss accounts and
notes) including the management report as
well as group financial statements and group
management reports and (ii) to ascertain, at
its own cost, the correctness thereof through
the review of the auditor’s report by an auditor
or a certified public accountant. The Silent
Partner shall, together with the annual finan-
cial statements, receive a statement of its
profit/loss sharing position.

(2) Exclusion of Other Rights: The Silent Part-

ner shall have no further shareholder rights.

§9
Notice in Accordance with
§ 10(4) s. 1 no. 6 KWG

Exclusion of Amendments to the Bank’s
Detriment: After conclusion of this Participa-
tion Agreement, (i) the loss participation may
not be amended to the Bank’s detriment, (ii)
the subordination may not be limited and (iii)
neither the term nor the notice period may be
shortened.

Recontribution Obligation: Any premature
repayment of the Silent Contribution must be
repaid to the Bank notwithstanding any agree-
ment to the contrary, unless (i) the capital has
been replaced by other own funds of at least
equal quality or (ii) the BaFin has agreed to
the premature repayment of the Silent Contri-
bution.

(1)

()

§10
Issue of Additional Liable Capital

The Bank reserves the right to conclude agree-
ments on additional silent partnerships, on identi-
cal or different terms, in particular with a different
profit participation, or to conclude agreements on
profit participation rights in the form of Genussre-
chte or Genussscheine or subordinated capital in
accordance with § 10(5a) KWG. Claims of future
silent partners may not rank senior to claims of the
Silent Partner under this Participation Agreement.



§ 1
Ubertragungsrechte des Stillen
Gesellschafters

Die Abtretung oder anderweitige Verfugung (z.B.
durch Verpféandung) Uber Forderungen des Stillen
Gesellschafters aus diesem Beteiligungsvertrag
bedarf der Zustimmung der Bank.

§12
Anderungen steuerlicher oder aufsichtsre-
chtlicher Vorschriften

Im Falle wesentlicher Anderungen in der steuerl-
ichen oder aufsichtsrechtlichen Behandlung der
Einlagen und ihrer Gewinn- und Verlustbeteiligung
oder falls auf Zahlungen des Stillen Gesellschafters
im Zusammenhang mit dessen Refinanzierung der
Stillen Einlage Quellensteuern anfallen, werden
die Parteien dieses Beteiligungsvertrages in ein-
vernehmliche Verhandlungen zum Zweck einer
Anpassung dieses Beteiligungsvertrages an die
veranderte Rechtslage eintreten. Die Stille Einlage
behalt bis zum Wirksamwerden einer Kindigung
ihre vollen Rechte unter diesem Beteiligungsver-
trag.

§13
Besteuerung

Alle aufgrund dieses Vertrages falligen Zahlungen
werden ohne Einbehaltung oder Abzug aufgrund
derzeitiger oder kunftiger Steuern oder Abgaben
gleich welcher Art geleistet, die durch Einbehal-
tung oder Abzug durch die oder im Auftrag der
Bundesrepublik Deutschland, ihrer politischen Un-
tergliederungen oder der zur Erhebung von
Steuern befugten Behoérden auferlegt oder er-
hoben werden, es sei denn, die Einbehaltung oder
der Abzug sind gesetzlich vorgeschrieben.

§14
Anwendbares Recht, Erfullungsort und
Gerichtsstand

(1) Anwendbares Recht: Das Gesellschaftsver-
héaltnis und alle sich aus diesem Beteiligungs-
vertrag ergebenden Rechte und Pflichten un-
terliegen ausschlieBlich dem Recht der
Bundesrepublik Deutschland.

(2)

Erfillungsort und Gerichtsstand: Erfiil-
lungsort und Gerichtsstand ist Diisseldorf.
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§ 1
Silent Partner’s Transfer Rights

Transfers or any other disposals (e.g. by pledge)
of or over the claims of the Silent Partner under
this Participation Agreement require the Bank’s
approval.

§12
Changes in the Tax or Supervisory Law

In case of material changes in relation to the tax or
supervisory treatment of the contributions and
their profit and loss sharing or payments by the
Silent Partner in connection with its refinancing of
the Silent Contribution, the parties to this Partici-
pation Agreement shall enter into good faith nego-
tiations with a view to amending this Participation
Agreement to reflect the changes in the legal
situation. The Silent Contribution shall carry the full
rights under this Participation Agreement until a
termination becomes valid.

§ 13
Taxation

All amounts payable under this Participation Agree-
ment shall be made without withholding or deduc-
tion for or on account of any present or future taxes
or duties of whatever nature imposed or levied by
way of withholding or deduction by or on behalf of
the Federal Republic of Germany or any political
subdivision or any authority thereof or therein
having power to tax unless such withholding or
deduction is required by law.

§14
Governing Law, Place of Performance and
Place of Jurisdiction

(1) Governing Law: The partnership relationship
and all rights and obligations arising out of or
under this Participation Agreement shall be
exclusively governed by the laws of the Fed-
eral Republic of Germany.

Place of Performance and Place of Juris-
diction: Place of performance and of jurisdic-
tion shall be Diisseldorf.

(2)



§ 15
Salvatorische Klausel

Sollte eine Vertragsbestimmung ganz oder teil-
weise unwirksam oder unvollstdndig sein oder
werden, so wird hierdurch die Wirksamkeit der
Ubrigen Bestimmungen nicht berthrt. Anstelle der
unwirksamen oder unvollstindigen Bestimmung
tritt eine Regelung, die dem wirtschaftlichen Zweck
der unwirksamen Bestimmung in rechtlich zulass-
iger Weise am néchsten kommt bzw. die Bestim-
mung in Ubereinstimmung mit dem mutmaBlichen
Parteiwillen so gut wie mdéglich erganzt.
§ 16
Wirksamkeit

Dieser Vertrag wird erst mit Eintragung als
TeilgewinnabfUhrungsvertrag im Handelsregister
der Bank wirksam.
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§15
Severability

Should any provision of this Participation Agree-
ment be or become invalid or incomplete in total or
in part, the validity of the remaining provisions
shall remain unaffected. The invalid or incomplete
provision shall be replaced by such provision that
achieves as closely as is legally possible the
economic purpose of the invalid provision or best
supplements the provision in accordance with the
presumed intentions of the parties.

§ 16
Effectiveness

This Agreement shall only become effective upon
registration as partial profit transfer agreement
with the commercial register of the Bank.



TERMS AND CONDITIONS OF THE LOAN AGREEMENT

THE GERMAN TEXT OF THE LOAN AGREEMENT IS LEGALLY BINDING.
THE ENGLISH TRANSLATION IS FOR CONVENIENCE ONLY.

DIESER VERTRAG wird am 3. Mai 2005 abge-
schlossen zwischen:

1)

)

HYBRID CAPITAL FUNDING Il LIMITED
PARTNERSHIP, einer nach dem Recht Jer-
seys errichteten Kommanditgesellschaft (Lim-
ited Partnership) mit eingetragenem Sitz in 22
Grenville Street, St. Helier, Jersey JE4 PX,
Kanalinseln (die Darlehensnehmerin), han-
delnd durch ihre Komplementarin (General
Partner) Hybrid Capital Funding Il Limited;
und

WestLB AG, Herzogstrasse 15, 40217 Dis-
seldorf, Deutschland (die Darlehensgeberin).

PRAAMBEL

(A)

(B)

(©)

Die Darlehensnehmerin wurde am 27. April
2005 bei der Financial Services Commission
Jersey registriert und als Kommanditgesell-
schaft (limited partnership) nach dem Recht
von Jersey errichtet. Die alleinigen Gesell-
schafter der Darlehensnehmerin sind die Ko-
mplementéarin und die Kommanditistin.

Die Darlehensgeberin ist mit der Komple-
mentarin und der Kommanditistin nicht ver-
bunden.

Die Darlehensnehmerin beabsichtigt, die Capi-
tal Securities zu begeben, deren Erlds sie fur
den Erwerb einer stillen Beteiligung an dem
Handelsgewerbe der WestLB AG (in dieser
Funktion nachfolgend die als Bank bezeich-
net) in Form einer Stillen Gesellschaft nach
deutschem Recht nach MaB3gabe eines Ver-
trages vom 3. Mai 2005 (der Beteiligungs-
vertrag) verwenden wird, der vorsieht, dass
die Darlehensnehmerin eine Vermdgensein-
lage in Hohe von € 240.000.000 in die Bank
einbringt (die Stille Einlage).
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THIS AGREEMENT is made on 3 May 2005 be-
tween:

(1)

)

HYBRID CAPITAL FUNDING Il LIMITED
PARTNERSHIP, a limited partnership estab-
lished under the laws of Jersey whose regis-
tered office is at 22 Grenville Street, St. Helier,
Jersey JE4 PX, Channel Islands (the Bor-
rower) acting through its general partner Hy-
brid Capital Funding Il Limited; and

WestLB AG Herzogstrasse 15, 40217 Dis-
seldorf, Germany (the Lender).

WHEREAS

(A)

(B)

©)

The Borrower was registered with the Jersey
Financial Services Commission and estab-
lished as a limited partnership under Jersey
law on 27 April 2005. The Borrower’s sole
partners are the General Partner and the
Limited Partner.

The Lender is unaffiliated with the General
Partner and the Limited Partner.

The Borrower proposes to issue the Capital
Securities, the proceeds of which will be used
by the Borrower to acquire a silent partnership
interest in the commercial enterprise of
WestLB AG (in this capacity hereinafter re-
ferred to as the Bank) in the form of a Stille
Gesellschaft under German law pursuant to
an agreement providing for a capital contribu-
tion by the Borrower to the Bank in the amount
of € 240,000,000 (the Silent Contribution)
and dated 3 May 2005 (the Participation
Agreement).



(D)

(E)

(F)

(G)

Als Gegenleistung fur die Stille Einlage erhalt
die Darlehensnehmerin Gewinnbeteiligungen,
die jeweils jahrlich auf der Grundlage des Nen-
nbetrages der Stillen Einlage der Darlehensne-
hmerin fur jedes Geschéaftsjahr der Bank ermit-
telt und — soweit sie nach MaBgabe des
Beteiligungsvertrages anfallen — halbjéhrlich
nachtraglich ausgeschittet werden (mit Aus-
nahme der Gewinnbeteiligungen fir das Ge-
schéaftsjahr 2005, die geméal den Bestimmun-
gen des Beteiligungsvertrags, nachtraglich in
drei Raten ausgeschittet werden sollen)
(Gewinnbeteiligungszahlungen).

Gemaf und nach MaBgabe der Emissionsbe-
dingungen der Capital Securities sind die In-
haber der Capital Securities (Emissionsgléu-
biger) berechtigt, halbjahrlich von den
Gewinnbeteiligungszahlungen abh&ngende
Zinszahlungen auf die Capital Securities (Zins-
zahlungen) zu erhalten.

Wenn Gewinnbeteiligungszahlungen an die
Darlehensnehmerin ausgeschuttet werden
oder die Stille Einlage nach einer Herabset-
zung ihres Buchwerts gemaB § 6(3) des
Beteiligungsvertrages wieder gutgeschrieben
wird (eine Wiedergutschrift), ist die Bank
verpflichtet, von den ausgeschutteten Betra-
gen oder dem Betrag der Wiedergutschrift
Kapitalertragsteuer zuzlglich Solidaritatszu-
schlag einzubehalten (jeweils ein Einbehalt),
sofern nicht die Finanzbehdrden Zahlungen
an die Darlehensnehmerin befreit haben. So-
weit die Einbehalte nach deutschem Steuer-
recht der Kommanditistin zuzurechnen sind,
gelten sie als Vorauszahlung auf die von der
Kommanditistin geschuldete Korperschaft-
steuer in Deutschland.

Die Kommanditistin rechnet in ihrer Eigen-
schaft als limited partner der Darlehensneh-
merin in jedem Jahr mit Steuererstattung-
sansprichen gegentber den deutschen
Finanzbehoérden (jeweils ein Steuererstat-
tungsanspruch) in Héhe der Betrage, um die
die Vorauszahlungen in Form der Einbehalte
ihre jeweilige tatsachliche Kérperschaftsteuer-
schuld in Deutschland tberschreiten.

(D)

(E)

(F)

(G)
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In return for the Silent Contribution, the Bor-
rower is entitled to profit participations calcu-
lated annually on the basis of the nominal
amount of the Borrower’s Silent Contribution
for each fiscal year of the Bank which are,
subject to having accrued under the Participa-
tion Agreement, payable semi-annually in ar-
rear (other than profit participations earned in
respect of the 2005 fiscal year which shall,
subject to the terms of the Participation Agree-
ment, be payable in three instalments in ar-
rear) (Profit Participation Payments).

Pursuant and subject to the terms and condi-
tions of the Capital Securities, the holders of
the Capital Securities (Securityholders) are
entitled to receive semi-annual interest pay-
ments on the Capital Securities (Coupon
Payments) which are linked to the Profit
Participation Payments.

When Profit Participation Payments are dis-
tributed to the Borrower or upon a replenish-
ment of the Silent Contribution after a reduc-
tion of its book value in accordance with § 6(3)
of the Participation Agreement (a Replenish-
ment), the Bank must withhold German With-
holding Tax plus the “solidarity surcharge”
(each a Withholding) on the distributed
amounts or on the amount of the Replenish-
ment, unless the tax authorities have granted
an exemption for payments to the Borrower.
The Withholdings, to the extent attributable to
the Limited Partner under German tax laws,
will be counted as a prepayment towards the
German corporate income tax owed by the
Limited Partner.

The Limited Partner, in its capacity as the
limited partner of the Borrower, expects to be
entitled for each tax year to refund claims
against the German tax authorities (each a
Tax Refund Claim) in the amount by which
the prepayments in the form of the Withhold-
ings exceed its actual German corporate in-
come tax liability.



(H) In einem Vertrag zwischen der Komple-
mentérin und der Kommanditistin, der das
gleiche Datum wie dieser Vertrag tragt (Ein-
zahlungsvertrag), verpflichtet sich die Kom-
manditistin zugunsten der Darlehensnehmerin,
séamtliche Betrége, die sie von den deutschen
Finanzbehérden in Bezug auf die
Kommanditisten-Steuererstattungsanspriiche
erhalt, an die Darlehensnehmerin zu zahlen
(jeweils eine Kapitaleinzahlung).

() Die Darlehensnehmerin hat die Darlehensge-
berin gebeten, ihr ein Darlehen einzurdumen,
um damit ihre Verpflichtungen zu Zinszahlun-
gen auf die Capital Securities und zur vollstan-
digen Wiedergutschrift der Stillen Einlage nach
einer Herabsetzung ihres Buchwertes geman
dem Beteiligungsvertrag zu finanzieren.

AUF DIESER GRUNDLAGE WIRD FOLGENDES
VEREINBART:

§1

Definitionen

Auszahlungszahltag bezeichnet jeden Tag, an
dem eine Darlehens-Auszahlung gemaB § 2.2
fallig wird.

Bank bezeichnet die WestLB AG, eine nach deut-
schem Recht errichtete Aktiengesellschaft mit Sitz
Herzogstrasse 15, 40217 Dusseldorf, Deutschland.

Beteiligungsvertrag hat die in der Prdambel fes-
tgelegte Bedeutung; eine Abschrift des Beteili-
gungsvertrages ist diesem Vertrag als Anhang |
beigefigt.

Capital Securities Bedingungen bezeichnet die
Emissionsbedingungen der Capital Securities, von
denen eine Abschrift diesem Vertrag als Anhang |l
beigefligt wurde.

Capital Securities bezeichnet die € 240.000.000
Capital Securities mit einem Nennbetrag von jew-
eils € 1.000, die die Darlehensnehmerin am 13.
Mai 2005 auszugeben beabsichtigt.

Darlehen bezeichnet die ausstehenden Darlehens-
Auszahlungen, die die Darlehensgeberin der Dar-
lehensnehmerin nach MaBgabe der Bestimmun-
gen dieses Vertrages gewahrt.

Darlehens-Auszahlung bezeichnet jeden Betrag,
den die Darlehensgeberin der Darlehensnehmerin
geman § 2 gewahrt.

Darlehensgeberin hat die in der Praambel fest-
gelegte Bedeutung.

(H) Inan agreement between the General Partner
and the Limited Partner dated the date hereof
(Contribution Agreement), the Limited Part-
ner undertakes, for the benefit of the Bor-
rower, to contribute to the Borrower amounts it
receives from the German tax authorities on
account of the Limited Partner Tax Refund
Claims (each such contribution a Contribu-
tion Payment).

() The Borrower has requested that the Lender
make available to it a loan facility in order to
fund the Borrower’s obligations to pay Cou-
pon Payments under the Capital Securities
and to fully replenish the Silent Contribution
after reduction of its book value in accordance
with the Participation Agreement.

NOW THEREFORE, IT IS AGREED AS FOL-
LOWS:

§1

Definitions

Advance Payment Date shall mean each date on
which an Advance becomes due in accordance
with § 2(2).

Bank shall mean WestLB AG, a stock corporation
established under the laws of Germany whose
registered office is at Herzogstrasse 15, 40217
Dusseldorf, Germany.

Participation Agreement has the meaning speci-
fied in the preamble; a copy of the Participation
Agreement is attached to this Agreement as An-
nex I.

Capital Securities Terms shall mean the terms
and conditions of the Capital Securities, a copy of
which is attached to this Agreement as Annex Il.

Capital Securities shall mean the € 240,000,000
Capital Securities in the denomination of € 1,000
each, proposed to be issued by the Borrower on 13
May 2005.

Loan shall mean the outstanding Advances ex-
tended by the Lender to the Borrower upon the
terms and conditions set out in this Agreement.

Advance shall mean each amount extended by the
Lender to the Borrower as provided in § 2.

Lender shall have the meaning specified in the
preamble.
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Darlehensnehmerin hat die in der Praambel fes-
tgelegte Bedeutung.

Einbehalt hat die in der Prdambel festgelegte
Bedeutung.

Einzahlungsvertrag hat die in der Praambel fest-
gelegte Bedeutung.

Emissionsglédubiger hat die in der Prdambel fes-
tgelegte Bedeutung.

Endgiiltiger Riickzahlungstag bezeichnet den
Rickzahlungstag geman der Definition in den Capi-
tal Securities Bedingungen.

Euro oder € bezeichnet die einheitliche eu-
ropdische Wahrung, die am 1. Januar 1999 in
Deutschland und den anderen teilnehmenden Mit-
gliedstaaten der Européischen Union eingefuhrt
wurde.

Félligkeitstag bezeichnet jeden Tag, an dem die
Emissionsglaubiger zum Erhalt von Zinszahlungen
auf die Capital Securities berechtigt sind.

Genehmigung bezeichnet eine Genehmigung,
Zustimmung, Billigung, einen Beschluss, eine Zu-
lassung, Befreiung, Einreichung oder Registrier
ung.

Geschiiftstag bezeichnet jeden Tag, an dem TAR-
GET (das Trans-European Automated Real Time
Gross Settlement Express Transfer System) Bu-
chungen oder Zahlungsanweisungen im Hinblick
auf Zahlungen in Euro abwickelt.

Gewinnbeteiligungszahlungen hat die in der
Praambel festgelegte Bedeutung.

Kapitaleinzahlung hat die in der Prdambel fest-
gelegte Bedeutung.

Kommanditistin bezeichnet Hybrid Funding I
GmbH, eine nach deutschem Recht errichtete Ge-
sellschaft mit beschrénkter Haftung mit Sitz in
Kéln, Deutschland, die der Limited Partner der
Darlehensnehmerin nach MaBgabe des Limited
Partnerships (Jersey) Law 1994 in der jeweils
gultigen Fassung ist.

Komplementérin bezeichnet die Hybrid Capital
Funding Il Limited, eine nach dem Recht von
Jersey errichtete Gesellschaft mit beschrankter
Haftung mit Sitz in St. Helier, Jersey JE4 8PX,
Kanalinseln, die der General Partner der Darlehen-
snehmerin im Sinne des Limited Partnerships (Jer-
sey) Law 1994 in der jeweils glltigen Fassung ist.

Kiindigungsgrund bezeichnet jedes Ereignis bzw.
jeden Umstand, der in § 6 genannt ist.

Borrower shall have the meaning specified in the
preamble.

Withholding has the meaning specified in the
preamble.

Contribution Agreement has the meaning speci-
fied in the preamble.

Securityholders has the meaning specified in the
preamble.

Final Repayment Date shall mean the Repayment
Date as such term is defined in the Capital Secu-
rities Terms.

Euro or € refers to the single unified currency that
was introduced in Germany and other participating
member states of the European Union on 1 Janu-
ary 1999.

Due Date shall mean each date upon which the
Securityholders are entitled to receive interest pay-
ments in respect of the Capital Securities.

Authorisation shall mean an authorisation, con-
sent, approval, resolution, licence, exemption, filing
or registration.

Business Day shall mean a day on which TAR-
GET (the Trans-European Automated Real Time
Gross Settlement Express System) is operating
credit or transfer instructions inrespect of payments
in Euro.

Profit Participation Payments has the meaning
specified in the preamble.

Contribution Payment has the meaning specified
in the preamble.

Limited Partner shall mean Hybrid Funding Il
GmbH, a limited liability company incorporated
under the laws of Germany whose registered office
is at Cologne, Germany and who is the Borrower’s
limited partner within the meaning of the Limited
Partnerships (Jersey) Law 1994, as amended.

General Partner shall mean Hybrid Capital Fund-
ing Il Limited, a limited liability company incorpo-
rated under the laws of Jersey whose registered
office is at 22 Grenville Street, St. Helier, Jersey
JE4 8PX, Channel Islands and who is the Borrow-
er’s general partner within the meaning of the
Limited Partnerships (Jersey) Law 1994, as
amended.

Event of Default shall mean any event or circum-
stance specified as such in § 6.
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Ordentliche Riickzahlung hat die in § 3(1) fest-
gelegte Bedeutung.

Ordentlicher Riickzahlungstag bezeichnet jeden
Tag, an dem die Darlehensnehmerin ausstehende
Darlehens-Auszahlungen geman § 3(1) oder 3(3)
zurlickzahlt.

Referenzzinssatz bedeutet den 3-Monats-
EURIBOR-Zinssatz p.a. fir Euro-Einlagen, der auf
Seite 248 von Telerate Monitor (oder derjenigen
anderen Bildschirmseite von Telerate oder desjeni-
gen anderen Informationsdienstes, der als Nach-
folger von Telerate Seite 248 fur die Zwecke der
Anzeige dieser Zinssatze festgelegt wird) am
maBgeblichen Berechnungstag um oder etwa um
11.00 Uhr (Brisseler Zeit) als Angebotssatz am
Europaischen Interbankenmarkt fur 3-Monats-
Einlagen in Euro angezeigt wird..

Fur den Fall, dass der vorgenannte Zinssatz an
einem Berechnungstag nicht auf der vorstehend
genannten Bildschirmseite erscheint, ist der Refer-
enzsatz flr die betreffende Zinsperiode der Pro-
zentsatz per annum, der auf Basis der Quotierun-
gen, die der Darlehensgeberin am maBgeblichen
Berechnungstag um oder etwa um 11.00 Uhr (Brus-
seler Zeit) von den Euro-Zone-Hauptbiros von funf
europaischen GrofB3banken, die von der Darlehens-
geberin ausgewahlt werden, um ihr einen Ange-
botssatz an Banken erster Bonitdt im Européis-
chen Interbankenmarkt flr 3-Monats-Einlagen in
Euro zu stellen, von der Darlehensgeberin am
maBgeblichen Berechnungstag festgelegt wird.
Wenn zwei oder mehr Banken der Darlehensge-
berin Angebotssatze zur Verfugung stellen, ist der
Referenzsatz das arithmetische Mittel der
Quotierungen dieser Angebotssatze (ggf. auf das
néchste Tausendstel eines Prozentpunktes gerun-
det, wobei 0,0005 aufgerundet wird). Wenn finf
Banken der Darlehensgeberin Angebotssétze zur
Verflgung stellen, erfolgt die Berechnung des Ref-
erenzsatzes unter Ausschluss der hdéchsten
Quotierung (bzw. fur den Fall von gleich hohen
Quotierungen, einer der héchsten Quotierungen)
und der niedrigsten Quotierung (bzw. fur den Fall
von gleich niedrigen Quotierungen, einer der nied-
rigsten Quotierungen)

Steuerabzug bezeichnet einen Abzug oder Einbe-
halt von einer Zahlung nach Mafgabe dieses
Vertrages, der fur oder aufgrund von Steuern er-
folgt.

Steuererstattungsanspruch hat die in der Prdam-
bel festgelegte Bedeutung.

Steuergutschrift bezeichnet eine Gutschrift auf,
eine ErmaBigung, einen Erlass oder die Ricker-
stattung von Steuern.

Repayment shall have the meaning specified in

§ 3(1).

Repayment Date shall mean each date on which
the Borrower repays outstanding Advances in ac-
cordance with § 3(1) or 3(3).

Reference Interest Rate means the 3-month EU-
RIBOR rate for deposits in Euro per annum pub-
lished on page 248 of the Telerate Monitor (or such
other screen page of Telerate or such other infor-
mation service that is designated as successor to
Telerate page 248 for the purpose of displaying
such rate) on the relevant Determination Date at or
around 11:00 a.m. (Brussels time) as the rate
offered in the European interbank market for
3-month deposits in Euro.

In the event that the foregoing rate does not appear
on the screen page mentioned in the preceding
paragraph on any Determination Date, the Refer-
ence Rate for the relevant Coupon Period will be
the rate expressed as a percentage per annum
determined by the Lender on the basis of quota-
tions provided by the principal Euro-zone office of
each of five major banks in the European interbank
market selected by the Lender to provide it with
their offered quotations for 3-month deposits in
Euro at or around 11:00 a.m. (Brussels time) on the
relevant Determination Date to prime banks in the
European interbank market. If two or more refer-
ence banks provide quotations, the Reference
Rate will be the arithmetic mean of such quotations
(rounded, if necessary, to the nearest one-
thousandth of a percentage point, with 0.0005
being rounded upwards). If five banks provide their
quotations to the Lender, the highest (but if the
highest is quoted more than once, only one such
quote) and the lowest (but if the lowest is quoted
more than once, only one such quote) will be
disregarded for the purpose of calculating the
Reference Rate

Tax Deduction shall mean a deduction or withhold-
ing for or on account of Tax from a payment under
this Agreement.

Tax Refund Claim has the meaning specified in
the preamble.

Tax Credit shall mean a credit against, relief or
remission for, or repayment of any Tax.

66



Steuern bezeichnet samtliche Steuern, Abgaben,
Erhebungen, Gebulhren oder andere Belastungen
oder Einbehalte dhnlicher Art (einschlieBlich aller
Strafen oder Zinsen, die im Zusammenhang mit
einer Nichtzahlung oder einem Zahlungsverzug
derselben erhoben werden).

Stille Einlage hat die in der Praambel festgelegte
Bedeutung.

Wiedergutschrift hat die in der Prdambel fest-
gelegte Bedeutung.

Zinsfestlegungstag bezeichnet zweiten Geschéft-
stag vor dem jeweiligen Anzahlungszahitag.

Zinssatz bedeutet fir den Zeitraum vom jeweiligen
Auszahlungszahltag (einschlieBlich) bis zum jew-
eiligen ordentlichen Ruckzahlungstag (auss-
chlieBlich) einen Zinssatz p.a in Héhe des Refer-
enzzinssatzes, der am Zinsfestlegungstag, der
dieser Periode unmittelbar vorausgeht, festgelegt
wird, zuzlglich einer Marge von 0,04% p.a.

Zinszahlungen hat die in der Prdambel genannte
Bedeutung.

Zinszahlungsverpflichtungen bezeichnet die Ver-
pflichtung der Darlehensnehmerin als Emittentin
der Capital Securities, an jedem Falligkeitstag Zin-
szahlungen an die Emissionsglaubiger nach Maf3-
gabe der Emissionsbedingungen der Capital Se-
curities zu leisten.

§2

Vertragsgegenstand

(1) Die Darlehensgeberin verpflichtet sich, nach
MaBgabe der Bestimmungen dieses Ver-
trages, an jedem Félligkeitstag und in Bezug
auf jede Wiedergutschrift, sobald diese er-
folgt, an den in § 2(2) genannten Tagen und in
der in § 2(3) genannten HOhe Darlehens-
Auszahlungen an die Darlehensnehmerin vor-
zunehmen.

()

Darlehens-Auszahlungen werden fallig

(@ an jedem Tag, an dem eine
Gewinnbeteiligungszahlung nach MafB3-
gabe des Beteiligungsvertrages fallig
wird;

(b) an jedem Tag, an dem eine Wiederguts-
chrift auf den Buchwert der Stillen Ein-
lage geméaB den Bestimmungen des
Beteiligungsvertrages tatsachlich erfolgt;

und

(©)

jeweils am 30. Juni und 30. Dezember
2005 .

Tax shall mean any tax, levy, impost, duty or other
charge or withholding or a similar nature (including
any penalty or interest payable in connection with
any failure to pay or any delay in paying any of the
same).

Silent Contribution has the meaning specified in
the preamble.

Replenishment shall have the meaning specified
in the preamble.

Rate Determination Date means the second Busi-
ness Day prior to the relevant Advance Payment
Date.

Rate of Interest means, for each period from the
relevant Advance Payment Date to but excluding
the relevant Repayment Date, a rate of interest per
annum equal to the Reference Interest Rate deter-
mined on the Rate Determination Date immediately
preceding such period plus a margin of 0.04 per
cent. per annum.

Coupon Payments shall have the meaning speci-
fied in the preamble.

Coupon Payment Obligations shall mean the
obligation of the Borrower, as issuer of the Capital
Securities, to make Coupon Payments to the Se-
curityholders pursuant to the terms and conditions
of the Capital Securities on each Due Date.

§2

Loan Facility

(1) Subject to, and upon the terms and conditions
contained herein, the Lender agrees to make
Advances to the Borrower on each Due Date
and in respect of each Replenishment as it
arises, as applicable, on the dates specified in
§ 2(2) and in the amounts specified in § 2(3).

Advances shall become due on

)

(a) each day on which a Profit Participation
Payment becomes due under the Partici-
pation Agreement;

(b) each day on which a Replenishment of
the book value of the Silent Contribution
is actually made pursuant to the terms of

the Partnership Agreement; and

(c) 30 June and 30 December 2005.
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@)

(4)

(1)

Darlehens-Auszahlungen sind in Euro in der
in diesem § 2(3) festgesetzten Hohe vorzune-
hmen.

(a) Falls Darlehens-Auszahlungen geman
§2(2)(a) geleistet werden, sind diese in
Hohe des Betrages zu zahlen, der dem
Einbehalt von der Gewinnbeteiligung-
szahlung entspricht, die an dem betref-
fenden Auszahlungszahltag fallig wird.

(b) Falls Darlehens-Auszahlungen geman
§ 2(2)(b) geleistet werden, sind diese in
Hohe des Betrages zu zahlen, der dem
Einbehalt von der Wiedergutschrift
entspricht, die an dem betreffenden

Auszahlungszahltag tatséchlich erfolgt.

(c) Falls Darlehens-Auszahlungen geman
§ 2(2)(c) geleistet werden, sind diese in
Hohe des Betrages zu zahlen, der der
Zinszahlung entspricht, die an dem betr-
effenden Tag von der Darlehensneh-
merin an die Emissionsglaubiger zu

zahlen ist.

Die Darlehensnehmerin wird die Erlése aus
jeder gemaB diesem Vertrag erhaltenen
Darlehens-Auszahlung wie folgt verwenden:

(a) im Fall von gemaB § 2(2)(a) geleisteten
Darlehens-Auszahlungen, zur Finan-
zierung ihrer Zinszahlungsverpflichtun-

gen;

im Fall von gemaR § 2(2)(b) geleisteten
Darlehens-Auszahlungen, zur weiteren
Wiedergutschrift der Stillen Einlage; und

(b)

(¢) im Fall von gemaR § 2(2)(c) geleisteten
Darlehens-Auszahlungen, zur Finan-
zierung der am 30. Juni und 30. Dezem-
ber 2005 féllig werdenden Zinszahlun-

gen.

§3
Ordentliche Riickzahlung

Die Darlehensnehmerin ist verpflichtet, das
Darlehen in H6he des vollen Betrages aller
Kapitaleinzahlungen, die sie von der Komman-
ditistin erhélt, unverziglich nach Erhalt der
jeweiligen Zahlung zuriickzuzahlen (jede
solche Zahlung und jede Zahlung gemaR §
3(2) eine Ordentliche Riickzahlung).

@)

(4)

(1)
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Advances shall be payable in Euro in the
amounts stipulated in this § 2(3).

(a) Inthe case of Advances falling due under
Section 2(2)(a), an Advance shall be
payable in an amount corresponding to
the Withholding on the Profit Participa-
tion Payment falling due on the relevant

Advance Payment Date.

In the case of Advances paid under Sec-
tion 2(2)(b), an Advance shall be payable
in an amount corresponding to the With-
holding on the Replenishment being ac-
tually made on the relevant Advance
Payment Date.

(b)

In the case of Advances paid under Sec-
tion 2(2)(c), an Advance shall be payable
in an amount corresponding to the Cou-
pon Payment payable by the Borrower to
the Securityholders on such day.

()

The Borrower shall use the proceeds of each
Advance obtained hereunder:

in the case of Advances paid under
§ 2(2)(a), to fund its Coupon Payment
Obligations;

(@

in the case of Advances paid under
§ 2(2)(b), to further replenish the Silent
Contribution; and

(b)

in the case of Advances paid under
§ 2(2)(c), to fund the Coupon Payments
falling due on 30 June and 30 December
2005.

(©)

§3

Repayment

The Borrower shall be required to repay the
Loan in the full amount of any Contribution
Payment it receives from the Limited Partner
promptly after receipt of the relevant payment
(each such payment, as well as each payment
pursuant to § 3(2), a Repayment).



)

@)

(4)

Im Fall von gemaB § 2(2)(c) geleisteten
Darlehens-Auszahlungen ist die Darlehensne-
hmerin verpflichtet, das Darlehen in der er-
forderlichen Héhe unter Verwendung der von
der Bank zu leistenden Gewinnbeteiligung-
szahlung, welche am 30. Juni 2006 fallig wird,
zurickzuzahlen.

Nach vollstédndiger Rickzahlung der Capital
Securities und Ruckfihrung des Darlehens
aus allen verfugbaren Steuererstattung-
sansprichen ist die Darlehensnehmerin
verpflichtet, etwa verbleibende Darlehenssal-
den aus sonstigen ihr tatséchlich zur Verfu-
gung stehenden Mitteln zurlckzufihren, so-
weit diese Mittel nicht zur Finanzierung
anderer aktueller wie bedingter Verpflichtun-
gen und Verbindlichkeiten zum Zweck der
Aufrechterhaltung ihrer Existenz erforderlich
sind.

Vorbehaltlich § 3(3) sind die Anspriiche der
Darlehensgeberin gegen die Darlehensneh-
merin auf Rickzahlung von Darlehensauszahl-
ungen geman diesem § 3(4) sowie alle an-
deren Zahlungsverpflichtungen der
Darlehensnehmerin hierunter mit Ausnahme
der Verpflichtung zur Zahlung von aufge-
laufenen Zinsen durch die Barmittel begrenzt,
welche die Darlehensnehmerin tatsachlich in
Anbetracht von (i) der ersten Gewinnbeteili-
gung und (ii) Steuererstattungsanspriichen er-
hélt. Die Anspriiche der Darlehensgeberin auf
Zahlung von Zinsen sind durch die ver-
bleibenden und der Darlehensnehmerin zum
mafgeblichen Zeitpunkt tatséchlich zur Verfi-
gung stehenden Mittel begrenzt. Derartige
Anspriche sind gegentber fallig gewordenen
Verbindlichkeiten aus den Capital Securities
nachrangig und erst nach deren vollstédndiger
Befriedigung und nachdem die Darlehensne-
hmerin Ruck-stellungen fur ihre Ubrigen aktu-
ellen and bedingten Verbindlichkeiten gebildet
hat, die zur Aufrechterhaltung ihrer Existenz
erforderlich sind, zahlbar. Die Darlehensneh-
merin verfugt Gber keine anderen Mittel zur
Erfallung ihrer Verbindlichkeiten und dieser
Vertrag begrindet demgeman keinerlei Zahl-
ungsverbindlichkeiten der Darlehensnehmerin
Uber diese Betrage hinaus.

()

@)

(4)
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In the case of advances paid under § 2(2)(c),
the Borrower shall be required to repay the
Loan in an amount corresponding to such
advances, using the Profit Participation Pay-
ment from the Bank falling due on 30 June
2006 in the amount required to effect such
repayment.

Following the full and final repayment of the
Capital Securities and the reduction of any
loan balances using all available Tax Refund
Claims, the Borrower shall be obliged to repay
any remaining loan balance using other
amounts available to it to the extent such
amounts are not otherwise required to fund
the Borrower’s outstanding and contingent
obligations and liabilities in order to keep the
Borrower in operation.

Subject to § 3(3), the Lender’s claims against
the Borrower for repayment of outstanding
Advances pursuant to this § 3(4) and any
other payment obligations of the Borrower
hereunder save for the payment of interest are
limited to the payments actually received by
the Borrower on account of (i) the first Profit
Participation Payment and (ii) Tax Refund
Claims. The Lender’s claims against the Bor-
rower for payment of accrued and unpaid
interest are limited to the remaining amounts
actually available for application by the Bor-
rower at the relevant time. Such claims shall
be subordinated to, and be effected only after
full satisfaction of, any matured payment ob-
ligation under the Capital Securities and only
after the Borrower has made provisions for its
other outstanding and contingent liabilities in
order to keep the Borrower in operation. Other
than the foregoing, the Borrower will have no
funds available to meet its payment obliga-
tions under this Agreement and this Agree-
ment will not give rise to any payment obliga-
tion in excess of the foregoing.



§4

Zinsen

(1) Die Darlehensnehmerin zahlt Zinsen an die
Darlehensgeberin, die gemaf diesem § 4 an
jedem Ordentlichen Rickzahlungstag und an
dem Endguiltigen Rickzahlungstag berechnet
werden.

(2) Zinsen fallen zum Zinssatz auf den Betrag des
Darlehens an, der (klarstellungshalber) nicht
die an dem unmittelbar vorhergehenden Or-
dentlichen Ruckzahlungstag geleistete Or-
dentliche Ruckzahlung umfasst.

(3) Die Zinsen werden berechnet, indem der Zin-
ssatz mit der tatséchlichen Anzahl von Tagen,
die in dem Zeitraum vom jeweiligen Auszahl-
ungszahltag (einschlieBlich) bis zum jeweili-
gen ordentlichen Rickzahlungstag (auss-
chlieBlich) verstrichen sind, multipliziert und
durch 360 dividiert.

§5

Allgemeine Verpflichtungen

Die Verpflichtungen in diesem § 5 bleiben vom
Datum dieses Vertrages an solange in Kraft, wie
Darlehens-Auszahlungen geméafR diesem Vertrag
ausstehen.

(1) Die Darlehensnehmerin wird sdmtliche Gene-
hmigungen, die geméan irgendeinem Gesetz
oder einer Vorschrift erforderlich sind, um sie
in die Lage zu versetzen, ihre Verpflichtungen
aufgrund dieses Vertrages zu erfullen und die
RechtmaBigkeit, Wirksamkeit, Durch-
setzbarkeit und Zuléssigkeit dieses Vertrages
als Beweismittel in Deutschland sicherzus-
tellen, unverziglich einholen, einhalten und
alles Erforderliche unternehmen, damit diese
uneingeschrankt wirksam bleiben.

(2) Die Darlehensnehmerin  wird samtliche
Gesetze, denen sie gegebenenfalls unterliegt,
in jeder Hinsicht einhalten soweit die Nichtein-
haltung solcher Gesetze ihre Fahigkeit zur
Erflllung ihrer Verpflichtungen aufgrund dieses
Vertrages erheblich beeintrachtigen wirde.

§6
Sonderkiindigungsgrund und Kiindigung

(1) Jedes der in diesem § 6(1) genannten Ereig-
nisse oder Umstande ist ein Kindigungsgr-
und.

§4

Interest

(1) The Borrower shall make interest payments to
the Lender to be calculated in accordance
with this § 4 on each Repayment Date and on
the Final Repayment Date.

(2) Interest shall accrue at the Rate of Interest on
the amount of the Loan, which (for the avoid-
ance of doubt) shall not include the Repay-
ment made on the immediately preceding
Repayment Date.

(3) Interest will be calculated by multiplying the
Rate of Interest by the actual number of days
elapsed during the period between the rel-
evant Advance Payment Date (inclusive) and
the relevant Repayment Date (exclusive) di-
vided by 360.

§5

General Undertakings

The undertakings in this § 5 shall remain in force
from the date of this Agreement for so long as any
Advance is outstanding under this Agreement.

(1) The Borrower shall promptly obtain, comply
with and do all that is necessary to maintain in
full force and effect any Authorisation required
under any law or regulation to enable it to
perform its obligations under this Agreement
and to ensure the legality, validity, enforceabil-
ity or admissibility in evidence in Germany of
this Agreement.

(2) The Borrower shall comply in all respects with
all laws to which it may be subject, if failure so
to comply would materially impair its ability to
perform its obligations under this Agreement.

§6

Events of Default and Acceleration

(1) Each of the events or circumstances set out in
this § 6(1) is an Event of Default.
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(a) Die Darlehensnehmerin zahlt einen
gemal diesem Vertrag félligen Betrag
nicht am Falligkeitstag an dem Ort und in
der Wahrung, die fur die Zahlung
vorgesehen sind, es sei denn, dass:

(i) ihre Nichtzahlung auf einem admin-
istrativen oder technischen Fehler
beruht; und

(ii) die Zahlung innerhalb von finf Ge-
schaftstagen nach dem Falligkeit-
stag erfolgt.

(b) Die Darlehensnehmerin erfullt irgendeine
Bestimmung dieses Vertrages nicht (mit
Ausnahme der in § 6.1(a) genannten), es
sei denn, dass:

(i) die Nichterfillung geheilt werden
kann und innerhalb von finf Ge-
schaftstagen geheilt wird, nachdem
die Darlehensgeberin die Darlehen-
snehmerin benachrichtigt hat oder
die Darlehensnehmerin von ihrer
Nichterfullung Kenntnis erlangt; oder

(ii) dieses Ereignis keine erheblichen
Auswirkungen auf die Fahigkeit der
Darlehensnehmerin zur Leistung von
Zinszahlungen und Tilgungszahlun-
gen gemaf diesem Vertrag hat.

(c) Eine Zusicherung oder Erklarung, die
von der Darlehensnehmerin in diesem
Vertrag abgegeben wurde bzw. als ab-
gegeben gilt, ist oder erweist sich in
irgendeiner wesentlichen Hinsicht als
zum Zeitpunkt der Abgabe oder an-
genommenen Abgabe unrichtig oder ir-
reflhrend, es sei denn, dass die Tatsa-
chen und Umstande, die die falsche
Darstellung verursacht haben, keine er-
heblichen Auswirkungen auf die Féhigkeit
der Darlehensnehmerin zur Leistung von
Zinszahlungen und Tilgungszahlungen
geman diesem Vertrag haben.

(2) Bei und jederzeit nach Eintritt eines Kindi-
gungsgrundes, der fortbesteht, kann die Dar-
lehensgeberin durch Mitteilung an die Darle-
hensnehmerin:
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(b)

(©)

The Borrower does not pay on the due
date any amount payable pursuant to this
Agreement at the place and in the cur-
rency in which it is expressed to be
payable unless:

(i) its failure to pay is caused by admin-
istrative or technical error; and

(ii) payment is made within five Busi-
ness Days of its due date.

The Borrower does not comply with any
provision of this Agreement (other than
those referred to in § 6.1(a), unless

(i) the failure to comply is capable of
remedy and is remedied within five
Business Days of the Lender giving
notice to the Borrower or the Bor-
rower becoming aware of its failure
to comply; or

(ii) such event will not materially affect
the Borrower’s ability to make inter-
est payments and principal repay-
ments under this Agreement.

Any representation or statement made or
deemed to be made by the Borrower in
this Agreement is or proves to have been
incorrect or misleading in any material
respect when made or deemed to be
made, unless the facts and circumstances
giving rise to the misrepresentation ma-
terially affect the Borrower’s ability to
make interest payments and principal
repayments under this Agreement.

(2) On and at any time after the occurrence of an

Event of Default which is continuing, the
Lender may by notice to the Borrower:



(a) das Darlehen und alle unter diesem Ver-
trag angefallenen Betrdge unverziiglich
ganz oder teilweise fallig stellen, worauf-
hin diese unverziiglich (aber vorbehaltlich
§ 3(3) und § 3(4)) fallig werden; und/oder

(b) das Darlehen ganz oder teilweise fiir auf
Verlangen zahlbar erklaren, woraufhin es
auf Verlangen der Darlehensgeberin un-
verziglich (aber vorbehaltlich § 3(3) und

§ 3(4)) fallig wird.

§7

Wechsel der Parteien

Weder die Darlehensgeberin noch die Darlehen-
snehmerin sind berechtigt, irgendwelche ihrer jew-
eiligen Rechte aus diesem Vertrag abzutreten oder
zu Ubertragen oder irgendwelche ihrer jeweiligen
Verpflichtungen aufgrund dieses Vertrages ohne
die vorherige schriftliche Zustimmung der jeweils
anderen Partei zu Ubertragen.

§8

Zahlungen

(1) Die Darlehensgeberin und die Darlehensneh-
merin sind nicht berechtigt, fallige Verpflich-
tungen, die eine von ihnen schuldet, gegen
eine fallige Verpflichtung aufzurechnen, die
die andere von ihnen schuldet, unabh&ngig
vom Zahlungsort oder der Wahrung jeder
Verpflichtung oder ob diese sich auf diesen
Vertrag bezieht oder nicht.

(2) Jede Zahlung, die an einem Tag féllig ist, der
kein Geschéftstag ist, hat am darauf fol-

genden Geschéftstag zu erfolgen.

§9

Kommunikation

Jede Mitteilung gemén diesem Vertrag muss schrift-
lich erfolgen und per Einschreiben, Kurier, be-
statigter Sendung oder Fax zu Handen der nach-
stehend genannten Personen an die jeweiligen
Anschriften der Parteien oder die in diesem Vertrag
genannten eingetragenen Sitze oder, bei Sendung
per Fax, an die jeweils nachstehend genannten
Nummern gesendet bzw. Ubermittelt werden:

[absichtlich ausgelassen]

(a) declare that all or part of the Loan and all
other amounts accrued under this Agree-
ment be immediately due and payable,
whereupon they shall become immedi-
ately due and payable (subject to § 3(3)
and § 3(4)); and/or

(b) declare that all or part of the Loan be
payable on demand, whereupon they
shall immediately become payable on
demand by the Lender (subject to § 3(3)

and § 3(4)).

§7

Changes to the Parties

Neither the Lender nor the Borrower may assign or
transfer, as applicable, any of their respective
rights or transfer any of their respective obligations
under this Agreement without the prior written
consent of the respective other party.

§8

Payments

(1) The Lender and the Borrower shall not set off
any matured obligations due from the other
against any matured obligation owed by the
other, regardless of the place of payment or
currency of either obligation or whether re-
lated to this Agreement or not.

(2) Any payment which is due to be made on a
day that is not a Business Day shall be made

on the next Business Day.

§9

Notices

Any notice to be given under this Agreement shall
be in writing and shall be delivered to or sent by
registered, special delivery or recorded post or by
facsimile transmission for the attention of the per-
sons set out below to the parties’ respective ad-
dresses or registered offices as set out in this
Agreement or, in the case of facsimile transmis-
sion, to the respective numbers set out below:

[intentionally omitted]
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§10
Teilunwirksamkeit

Sollte irgendeine Bestimmung dieses Vertrages
aus irgendeinem Grund unwirksam, ungesetzlich
oder undurchsetzbar sein, gilt sie als durch die-
jenige wirksame, gesetzliche und durchsetzbare
Bestimmung ersetzt, die der in der betreffenden
Bestimmung niedergelegten Absicht der Parteien
soweit wie moglich nahe kommt, und die Wirk-
samkeit, Gesetzlichkeit und Durchsetzbarkeit der
Ubrigen Bestimmungen dieses Vertrages wird hier-
durch in keiner Weise beriihrt oder beeintréchtigt.

§ N

Anderungen und Verzichtserklirungen

Eine Anderung oder Verzichtserklarung in Bezug
auf irgendeine Bestimmung dieses Vertrages ist
nur mit schriftlicher Zustimmung der Darlehensge-
berin und der Darlehensnehmerin mdglich.

§12
Schlussbestimmungen

(1) Dieser Vertrag unterliegt dem Recht der
Bundesrepublik Deutschland und die Parteien
unterwerfen sich unwiderruflich dem Landger-
icht Dusseldorf, als nicht-ausschlieBlichem
Gerichtsstand.

(2) Dieser Vertrag kann in mehreren Ausfertigun-
gen und durch die Parteien in getrennten
Ausfertigungen unterzeichnet und tbergeben
werden, von denen jede ein Original darstellt,
jedoch alle zusammen ein und dasselbe In-

strument bilden.

@)

Die deutsche Fassung dieses Vertrages ist
bindend.

Anhang | — Beteiligungsvertrag

Anhang Il - Emissionsbedingungen der Capital
Securities

§ 10
Severability

Should any provision of this Agreement be found
invalid, illegal or unenforceable for any reason, it is
to be deemed replaced by the valid, legal and
enforceable provision most closely approximating
the intent of the parties, as expressed in such
provision, and the validity, legality and enforceabil-
ity of the remainder of this Agreement shall in no
way be affected or impaired thereby.

§ 11
Amendments and Waivers

Any term of this Agreement may be amended or
waived only with the written consent of the Lender
and the Borrower.

§12
Final Clauses

(1) This Agreement shall be governed by, and
construed in accordance with, the laws of the
Federal Republic of Germany and the parties
irrevocably submit to the non-exclusive juris-
diction of the district court (Landgericht) Dus-
seldorf.

(2) This Agreement may be executed and deliv-
ered in any number of counterparts and by the
parties on separate counterparts, each of
which is an original, but all of which taken
together constitute one and the same instru-

ment.

@)

The German version of this Agreement shall
be the binding version.

Annex | — Participation Agreement

Annex Il - Terms and Conditions of the Capital

Securities
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DESCRIPTION OF THE CONTRIBUTION AGREEMENT

Upon distribution of Profit Participation Payments to the Issuer or the replenishment of the Silent
Contribution following a Reduction, WestLB must withhold amounts on account of German Withholding
Tax plus solidarity surcharge (Solidaritdtszuschlag) payable on the distributed amounts and/or on the
amount of replenishment pursuant to § 43 (1) No. 3 German Income Tax Act (EStG), unless the tax
authorities have granted a tax exemption for such payments.

The withholding of such amounts is treated as a prepayment towards the corporate income tax liability
of the Issuer’s profits attributable to the Issuer Limited Partner under German tax law. To the extent that
any such prepayment exceeds the actual amount of corporate income tax payable by the Issuer Limited
Partner, the Issuer Limited Partner will have a Tax Refund Claim against the German tax authorities.

On 11 May 2005, the Issuer General Partner and the Issuer Limited Partner have entered into the
Contribution Agreement according to which the Issuer Limited Partner is obliged to contribute to the
Issuer all payments it receives from the German tax authorities on account of its Tax Refund Claims.
Under the Contribution Agreement, the Issuer must use the monies received as Contribution Payments
to make prepayments under the Loan Agreement.

The Contribution Agreement is governed by, and construed in accordance with, German law.
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DESCRIPTION OF THE ASSIGNMENT AGREEMENT

On 11 May 2005, WestLB (as Bank), WestLB acting as Lender, the Issuer, the Issuer General Partner,
the Issuer Limited Partner and HSBC Trustee (C.l.) Limited, acting as security trustee for the benefit of
Securityholders have entered into the Assignment Agreement.

Under the Assignment Agreement, the Issuer assigned to the Security Trustee all its (present and future,
conditional and unconditional) payment claims against (i) WestLB under the Participation Agreement and
(i) the Lender under the Loan Agreement to secure the Securityholders’ claims for Coupon Payments
and Capital Payments under the Capital Securities. The payment claims so assigned under the
Assignment Agreement are the “Assigned Claims”. The Assignment Agreement provides that any
existing payment claims under the Participation Agreement and the Loan Agreement, respectively, shall
pass to the Security Trustee immediately and that any and all future payment claims under the
Participation Agreement and the Loan Agreement, respectively, shall pass to the Security Trustee as they
arise.

Under the Assignment Agreement, the Security Trustee holds the Assigned Claims in trust for the benefit
of the Securityholders to secure payments to be made to the Securityholders under the Capital
Securities. The Security Trustee may not dispose of the Assigned Claims without the prior written
consent of the Issuer, the Issuer Limited Partner and the Bank.

In addition, the Security Trustee is obliged to provide assistance so that the payments to be made in
respect of the Assigned Claims are properly effected and passed on to the Securityholders in accordance
with the terms and conditions of the Capital Securities. In case the payments due in respect of the
respective Assigned Claims are not made as and when due, the Security Trustee is obliged to
immediately assert any such Assigned Claims against the relevant debtor thereof.

The Assignment Agreement further provides that the Issuer may not dispose of the Assigned Claims. In
particular, the Issuer is prohibited from encumbering the Assigned Claims with any third-party rights or
taking any action which might adversely affect or jeopardise the Assigned Claims.

The Assignment Agreement is governed by, and construed in accordance with, German law.
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GENERAL INFORMATION ON WESTLB

The Bank

WestLB AG (the “Bank”) is a universal bank based in the German federal state of North Rhine
Westphalia (“NRW”), Germany’s most densely populated federal state with a total population of
approximately 18 million inhabitants. The Bank provides a broad range of financial services, with
particular emphasis on commercial and investment banking services, to its client base, comprising
corporate customers, public sector customers and financial institutions, in particular savings banks
(“Sparkassen”). As of 31 December 2004, WestLB AG (non-consolidated) had total assets of
approximately € 214.6 billion and shareholders’ equity of € 3.9 billion and is the largest financial
institution and market leader in its domestic core region.

Apart from its domestic banking activities in its core market, the Bank operates internationally through an
extensive network of banking subsidiaries, branches and representative offices, with primary focus on
Europe. Globally, the Bank conducts business in approximately 25 countries.

In addition to its commercial and investment banking activities, WestLB AG performs the functions of a
municipal bank for two German federal states, NRW and Brandenburg, by supporting financing projects
of local governments and state governments in NRW and Brandenburg, and acts as the central bank of
the Sparkassen in NRW and Brandenburg, comprising clearing and depository services. In the context
of WestLB AG'’s alliance with the Sparkassen in NRW, the Bank also provides product development to
the Sparkassen in NRW.

WestLB AG funds its operations in the medium- to long-term primarily by issuing bonds and through
customer deposits. Via two fully owned subsidiaries, the Bank is furthermore able to issue mortgage and
public sector covered bonds. Its short-term financing involves primarily interbank transactions and the
issuance of commercial paper under its respective commercial paper programme.

Establishment and Domicile

WestLB AG is domiciled in Dusseldorf (Herzogstrasse 15, 40217 Dusseldorf) and Minster (Friedrich-
strasse 1, 48145 Minster). Pursuant to the “Gesetz zur Neuregelung der Rechtsverhéltnisse der
offentlich-rechtlichen Kreditinstitute in Nordrhein-Westfalen” dated 2 July 2002 (the “Re-organisation
Law”), the public legal form of the former Westdeutsche Landesbank Girozentrale (“WestLB Girozen-
trale”) was changed into a stock corporation (WestLB AG) as of 30 August 2002.

Legal Form

WestLB AG has legal capacity by virtue of its entry in the Commercial Register. It is a credit institution
in the legal form of a joint stock company under German law (Aktiengesellschaft) registered in the
Commercial Registers of Dusseldorf (HRB 42975) and Munster (HRB 6400) on 30 August 2002.

Object and Purpose

According to its statutes, WestLB AG conducts all types of banking business as well as complementary
business including the acquisition and holding of equity investments. Furthermore, the Bank acts as
central bank for the Sparkassen and municipal bank for local governments and state governments in
NRW and Brandenburg. As part of the savings bank organisation, and especially in light of WestLB AG’s
strategic focus, the Bank’s scope of business also includes the development and provision of bank
products for Sparkassen and public-sector clients in NRW.

Historical Development of WestLB AG

WestLB Girozentrale was formed in 1969 through the merger of Rheinische Girozentrale und
Provinzialbank, Diisseldorf, and Landesbank fiir Westfalen Girozentrale, Minster. The origins of the two
merging entities trace back to 1935, when Rheinische Girozentrale und Provinzialbank was established
in Dusseldorf as a successor of Rheinische Provinzial-Hulfskasse, founded in Cologne in 1853.
Landesbank fir Westfalen Girozentrale on the other hand was established in 1943 in Mlinster as a result
of the merger of Sparkassenzentrale, Westfalisches Pfandbriefamt and Landesbank der Provinz
Westfalen. The latter was the successor of Westfélische Provinzial-Hiilfskasse, founded in Mlnster in
1832.
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In 1969, WestLB Girozentrale’s opening balance sheet had total assets of DM 28.7 billion, making it
Germany’s largest bank by assets at that time. Employing more than 5,000 staff, its business activities
were strongly focused on NRW.

In the context of the subsequent international expansion of its business activities, WestLB Girozentrale
opened its first branches, subsidiaries, and representative offices abroad. In 1972, WestLB International
S.A. (Luxembourg) was the first foreign subsidiary giving German customers and the Sparkassen in
NRW access to the European financial markets. In 1973, WestLB Girozentrale opened a branch in
London, making it the second German bank to be represented in this European financial centre.
Openings of branches in New York and Tokyo followed. By 1986, WestLB Girozentrale was represented
in 13 international locations. Today, WestLB AG is present in 30 international locations with a strong
presence in Europe, the Americas and South East Asia.

Following German reunification in 1989, WestLB Girozentrale expanded its activities to Eastern
Germany. It was one of the first financial institutions to open a representative office in East Berlin in 1990.
In the same year, WestLB Girozentrale commenced supporting the Sparkassen in Brandenburg and two
years later became their co-operation partner.

In December 1999, the European Banking Association filed a complaint with the European Commission,
aiming to have institutional liability and guarantor liability for German public-law banks recognised as
state aid contrary to European competition law. Under the Brussels Agreement on 17 July 2001, the
Commission, the Federal Republic of Germany and the German Federal States agreed on a four-year
transition period for the abolition of the Guarantor Liability and Institutional Liability.

Re-organisation Following the Brussels Agreement

Following the Brussels agreement, WestLB AG’s guarantors approved the re-organisation of the Bank in
accordance with the so-called parent-subsidiary model. Pursuant to the Re-organisation Law, all
business activities of WestLB Girozentrale carried out as part of the public mission, i.e. its state bank and
development activities, were spun off and transferred to the then-to-be-established Landesbank NRW,
while the commercial business was concentrated in WestLB AG, a wholly-owned subsidiary of
Landesbank NRW and the successor company of Westdeutsche Landesbank Girozentrale.

With the Re-organisation Law becoming effective on 1 August 2002, Landesbank NRW commenced
operations. WestLB Girozentrale’s existing owners became owners of Landesbank NRW’s, with
Landesbank NRW owning 100% of WestLB AG. WestLB AG was established following its entry in the
commercial register on 30 August 2002.

Upon establishment of the parent-subsidiary model, the owners of Landesbank NRW agreed on a direct
investment option for the Regional Associations as well as for the Sparkassen Associations (as each of
such terms is defined under “Institutional Liability and Guarantor Liability”). This option gave the
Sparkassen Associations as well as the Regional Associations the right to receive a direct stake in the
shareholders’ equity of WestLB AG by giving up their direct ownership in Landesbank NRW. Landesbank
NRW was renamed NRW.BANK in March 2004.

Effective 1 July 2004, the Sparkassen Associations chose to exercise their options, thus becoming direct
owners of WestLB AG (each 14.66%, the remainder held by NRW.BANK, 70.68%). Following a capital
increase of € 1.5 billion in October 2004, supported by the two Sparkassen Associations, the Sparkassen
Associations control WestLB AG with a combined interest in excess of 60%, with the remainder being
held by NRW.BANK, which in turn is majority owned by the State of NRW.
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Shareholders

Following these ownership transfers, the ownership structure of WestLB AG as of 31 December 2004 is
as follows:
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Share Capital

As of 31 December 2004, the share capital of WestLB AG amounts to € 1,794.6 million and is divided
into 17,945,718 shares. All shares are registered shares.

Executive Bodies of WestLB

The executive bodies of WestLB AG are the Supervisory Board, the General Meeting and the Managing
Board. The corporate governance of WestLB AG follows the dual system of German corporate law by
separating the Bank's management from the responsibility to oversee and supervise WestLB’s
management.

Supervisory Board

The Supervisory Board consists of 20 members, 10 of whom are elected by the shareholders of WestLB
AG. The other members are employee representatives appointed in accordance with the Codetermina-
tion Act of 4 May 1976. The Supervisory Board supervises the conduct of business by the Bank’s
Managing Board.

The Supervisory Board must be called at least four times a year.
The Supervisory Board fulfils the following main tasks and authorities:
¢ involvement in decisions of fundamental importance to the bank,

e co-ordinating the Bank’s strategic approach and regular discussions about the current state of
strategy implementation with the Managing Board,

e regular advice to and supervision of the Managing Board in its management of the Company
(including the meeting of long-term corporate goals),

e appointing and dismissing the members of the Managing Board and its chairman, as well as
ensuring (together with the Managing Board) long-term succession planning,

e proposing resolutions to the shareholders’ meeting,

e reporting each year on WestLB AG’s corporate governance rules in the annual report, which
includes explaining any deviations from the rules.
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The supervisory board has formed the following committees:
1. an executive committee,
2. an audit committee,
3. arisk committee,
4. a mediation committee.
The committees fulfil the following main duties:

The executive committee prepares decisions incumbent upon the Supervisory Board. The audit
committee deals with issues of accounting and auditing of the annual accounts. The risk committee
discusses with the Managing Board the principles of the Bank’s risk policy and risk management,
monitors the different risk categories and the loan portfolios. The mediation committee fulfils its duties
according to § 31(3) of the Codetermination Act.

The following table sets forth, as of 9 February 2005, the names and functions of the members of WestLB
AG’s supervisory boardand their principal business activities outside of WestLB AG.

Delegated by the shareholders:

Dr. Rolf Gerlach, President, Savings Banks and Giro Association of Westphalia-Lippe, Mdunster
(Chairman of the Supervisory Board)

Dr. Karlheinz Bentele, President, Savings Banks and Giro Association of the Rhineland, Diisseldorf
Jochen Dieckmann, Minister of Finance of the State of North Rhine-Westphalia

Hans-Peter Krdmer, Chairman of the Managing Board, Kreissparkasse Kéln, Cologne

Dr. Gerhard Langemeyer, Lord Mayor of the City of Dortmund, Dortmund

Udo Molsberger, Director, Regional Association of the Rhineland, Cologne

Dr. Hans-Ulrich Predeick, Erster Landesrat, Regional Association of Westphalia-Lippe, Munster

Dr. Dietrich Riimker, Former Chairman of the Managing Board, c/o HSH Nordbank AG, Kiel
Gustav Adolf Schréder, Chairman of the Managing Board, Sparkasse KéInBonn, Cologne
Hans-Georg Vogt, Chairman of the Managing Board, Sparkasse Bielefeld, Bielefeld

Employee representatives:

Gerd-Uwe Léschmann, Director, WestLB AG, Dusseldorf (Deputy Chairman of the Supervisory Board)
Thorsten Ellwanger, Assistant Vice President, WestLB AG, Hamburg

Horst-Wolfgang Klophaus, Authorised Signatory, WestLB AG, Disseldorf

Joachim Kramer, Senior Managing Director, WestLB AG, Dusseldorf

Manfred Matthewes, Assistant Vice President, WestLB AG, Duisseldorf

Heinz-Glnter Sander, Bank Employee, WestLB AG, Dusseldorf

Elisabeth Weber, Assistant Vice President, WestLB AG, Duisseldorf

Bernd Fiegler, ver.di Vereinte Dienstleistungsgewerkschaft, Disseldorf

Franz-Georg Schréermeyer, ver.di Vereinte Dienstleistungsgewerkschaft, Minster

Christiane Stascheit, ver.di Vereinte Dienstleistungsgewerkschaft, Disseldorf

After the close of the financial year, the members of the Supervisory Board receive an adequate
remuneration determined by a resolution of the General Meeting.

General Meeting

The ordinary General Meeting is held within the first eight months of each financial year. It is called by
the Managing Board and held at the domicile of the Bank. The General Meeting resolves on all matters
assigned to it by law or by the statutes. A quorum will be constituted if more than 50 per cent. of the share
capital is represented. Resolutions are taken by a simple majority of the votes cast, unless a higher
majority is mandatorily required by law or by the statutes.
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For 2005, the General Meeting is scheduled for 18 May 2005.
Managing Board

The Managing Board represents WestLB in court and out of court. It has not less than two and not more
than eight members. The Chairman of the Managing Board and the other members of the Managing
Board are appointed by the Supervisory Board. Resolutions of the Managing Board are taken by a simple
majority of the votes cast. In the case of an equality of votes, the Chairman will have the casting vote.

WestLB AG’s Managing Board is required to keep WestLB AG’s supervisory board informed of all
material developments in the Bank’s business and to provide it with information upon request. The
paragraphs below provide an overview of the present members of WestLB AG’s Managing Board, their
ages as of 31 December 2004, their positions and responsibilities within the Bank and their professional
background:

The members of the Managing Board are at present:

Dr. Thomas R. Fischer, Chairman of the Managing Board
Dr. Matthijs van den Adel

Dr. Norbert Emmerich

Klaus-Michael Geiger

Dr. Hans-Jurgen Niehaus

Dr. Manfred Puffer

Rainer Schmitz, Deputy Member

Robert M. Stein

Dr. Thomas R. Fischer (57) took office as Chairman of the Managing Board of WestLB AG in January
2004. His career in the banking industry spans 20 years beginning with Deutsche Bank in 1985 following
a position as Head of Controlling with VARTA Batterie, Hannover. From 1985 to 1995, Dr. Fischer held
a number of senior executive positions at Deutsche Bank before joining the Landesgirokasse Stuttgart
as Vice Chairman of the Managing Board. He was promoted to Chairman of the Managing Board in
1996. In 1999, Dr. Fischer returned to Deutsche Bank as a member of the Managing Board, a position
he held until 2002 when he decided to leave the bank.

Dr. Matthijs van den Adel (60) joined WestLB AG in January 2004 as the Bank’s Chief Risk Officer. He
began his career at the Bank for International Settlements in Basel in the early seventies. In 1975 he
joined Rabobank Nederland where he held a variety of positions before becoming a member of the
Managing Board at Fuji Bank Deutschland in 1990. From 1995 — 2003, Dr. van den Adel held various
management positions at Fortis, including membership on the Managing Board of Fortis Finance.

Dr. Norbert Emmerich (54), joined WestLB AG’s Managing Board in May 2004 and is Vice Chairman of
the Managing Board. He began his banking career as a consultant for the Federal Association of German
Cooperative Banks (BVR) where he stayed for two years until 1984. He then became central department
manager at Stadtsparkasse Flensburg, followed by his membership of the Managing Board of Sparkasse
Ludenscheid (1987 — 1992). Before joining WestLB AG, he was Chairman of the Managing Board of
Sparkasse Coesfeld (1992 — 1996) as well as Sparkasse Miinsterland Ost (1996 — 2004). Dr. Emmerich
is responsible for corporate business and business with the savings banks within the Managing Board.

Klaus-Michael Geiger (42) was appointed WestLB AG’s Chief Operating Officer in January 2003. He
started his banking career with Dresdner Bank in 1985. Following his banking apprenticeship, he worked
in various departments of the Group. In 1997, he became Chief Operating Officer at Dresdner Kleinwort
Benson, first in charge of Global Markets, then for the UK before he became Global Chief Operating
Officer. In December 2001, Mr. Geiger was appointed Chief Information and Technology Officer and
joined Dresdner Bank’s Managing Board.

Dr. Hans-Jirgen Niehaus (47) became WestLB AG’s Chief Financial Officer in November 2004. He
started his professional career in the credit risk management department of Bayerische Vereinsbank in
1988. From 1990 to 1994, Dr. Niehaus held senior executive positions in corporate banking at
Vereinsbank’s branch in Chemnitz and subsequently in Vereinsbank’s finance department (1994 — 2004)
in Munich. Before joining WestLB AG, Dr. Niehaus was Head of Group Finance at HVB, Munich.

Dr. Manfred Puffer (41) became a member of WestLB AG’s Managing Board in charge of investment
banking in January 2002. From 1989 to 1991 he worked for MG Commodity Corp. After two years as
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executive director at Goldman Sachs — J. Aron UK, Dr. Puffer joined Bayerische Vereinsbank in 1994,
which later merged with Hypo Bank to form HypoVereinsbank. He became Head of the Asset Liability
Management and Interest Rate Management business unit. In 2000, Dr. Puffer joined the Kirch-Group
in Munich as CFO of Kirch Vermdgensverwaltungs GmbH and CEO of Kirch Pay TV.

Rainer Schmitz (57) became a deputy member of the WestLB AG Managing Board in October 2003. He
is in charge of Human Resources, Equity Markets and Research. Mr. Schmitz joined WestLB AG’s
predecessor Rheinische Girozentrale and Provinzialbank, Disseldorf, in 1965. Except for a short period,
from 1974 to 1975 with Bankhaus Berenberg, Gossler & Co., Hamburg, Mr. Rainer Schmitz spent his
entire career at the Bank in increasingly responsible positions.

Robert M. Stein (43) joined WestLB AG in July 2004 as a member of the WestLB AG Managing Board
and heads the Bank’s Private Banking, Asset Management and Treasury units. Mr. Stein began his
career with Lazard Freres, Government Advisory Group (NY) in 1984. In 1985, Mr. Stein joined Merrill
Lynch, where he held various senior executive positions until 1995, most recently as Head of Asian Debt
and Equity Markets. In 1995, Mr. Stein moved to Deutsche Bank where, as Chief Executive Officer Asia
Pacific, he was responsible for the Deutsche Bank’s Corporate and Institutional Banking as well as
Private Client and Asset Management businesses in the region. He left Deutsche Bank to found Adelphi
Capital Partners in 2003.

The members of the Managing Board may be reached at the address of WestLB.

Annual Accounts and Annual Report

The financial year is the calendar year. WestLB AG prepares an annual report within the first eight
months of each year. The Bank’s preliminary 2004 results were released on 28 February 2005.

Auditors

Ernst & Young AG, Wirtschaftsprifungsgesellschaft, Eschersheimer LandstraBe 6, 60322 Frankfurt am
Main, Federal Republic of Germany were the auditors of the consolidated and unconsolidated financial
statements of WestLB AG for the financial year ended 31 December 2004 and 31 December 2003.

PwC Deutsche Revision Aktiengesellschaft Wirtschaftsprifungsgesellschaft, Moskauer Strasse 19,
40227 Dusseldorf, Federal Republic of Germany were the auditors of the consolidated and unconsoli-
dated financial statements of WestLB AG for the financial year ended 31 December 2002 and of the
former WestLB Girozentrale for the financial year ended 31 December 2001 and 31 December 2000,
respectively.

The above auditors have issued, in each case, an unqualified audit report for each of the years specified.

Employees

Due to the integration of subsidiaries, amongst others WestLB Systems, into WestLB AG, the total
number of employees, including part-time employees, apprentices and trainees, of the Bank increased
from 4,955 as per 31 December 2003, to 5,132 per 31 December 2004.

Institutional Liability and Guarantor Liability

Under the current laws of the Federal Republic of Germany and the Federal State of NRW, the owners
of NRW.BANK, namely the Federal State of NRW, the Landschaftsverband Rheinland, the Landschafts-
verband Westfalen-Lippe (jointly the “Regional Associations”), the Rheinischer Sparkassen- und
Giroverband and the Westfélisch-Lippischer Sparkassen- und Giroverband, representing the regional
associations of the Sparkassen in Rhineland and Westphalia-Lippe (jointly the “Sparkassen Associa-
tions”) are jointly and severally liable for the obligations of WestLB AG (“Guarantor Liability”).

Furthermore, the guarantors of NRW.BANK are jointly and severally liable for obligations of WestLB AG
incurred on or before 18 July 2005. For those obligations of WestLB AG agreed between 19 July 2001
and 18 July 2005, this applies only if their maturity does not extend beyond 31 December 2015.
Guarantor Liability is a direct obligation of the Guarantors of NRW.BANK which can be enforced by the
creditors of WestLB AG as soon as the Guarantors of NRW.BANK have stated duly and in writing, when
these obligations of WestLB AG become due, that the creditors of these obligations cannot be satisfied
out of the assets of WestLB AG. A creditor will have a direct claim against the owners if the claims of the
creditors have not first been satisfied out of the assets of WestLB AG.

81



Until and including 18 July 2005, the guarantors of NRW.BANK have a legal obligation to maintain
WestLB AG in a financial position which enables it to carry out its functions and to meet its liabilities
(“Institutional Liability”). Creditors of WestLB AG do not, however, have a direct claim against the
guarantors of NRW.BANK for the enforcement of this obligation.

Neither the claims by the Issuer against WestLB nor any claims by Securityholders under the Capital
Securities will be secured by the Guarantor Liability or the Institutional Liability.

Legal Proceedings

WestLB and its affiliated companies are involved in a number of court and out-of-court lawsuits in
Germany and abroad concerning their ordinary business activities. Although WestLB AG cannot
necessarily predict the outcome of all pending and threatened proceedings, the Bank expects that the
outcome of none of these proceedings will have a material adverse effect on its business or financial
conditions.

The Bank’s recent history has been characterised not only by the challenges posed by the market, but
also by questions raised about the contribution in kind of the Wohnungsbauférderungsanstalt (“Wfa”)
into WestLB AG in 1992 as well as the institutional and guarantor liability enjoyed by WestLB AG, as
already indicated in the section above headed “Institutional Liability and Guarantor Liability”.

Wrfa

In 1992, the State of NRW contributed Wfa into WestLB AG as a contribution in kind, generating
approximately € 2 billion in additional liable capital for WestLB AG. Given the fact that the federal Banking
Supervisory Office and the Directorate-General of the European Commission responsible for banks
expressly upheld the recognition of Wfa’s assets as qualified contribution towards WestLB AG’s capital
base, other German federal states implemented similar measures for their public sector banks. This
capital injection has been an important factor in the growth of the Bank as well as the other
Landesbanken throughout the 1990s.

In 1994, Germany’s Federal Association of Private Banks (“Bundesverband deutscher Banken”) filed a
complaint with the European Commission with respect to the Wfa contribution, claiming that the level of
interest payable by the Bank represents illegal state aid. This complaint resulted in an adverse decision
of the European Commission in 1999, requiring the Bank to repay approximately € 1.9 billion. Upon
appeal by WestLB AG, the Federal Government and the Federal State of NRW, the amount repayable
by the Bank was set by the European Commission at approximately € 1.4 billion in summer 2004.
WestLB AG duly implemented this decision on 21 January 2005 by making an effective payment to the
Federal State of NRW.

In light of the expected new decision of the European Commission, WestLB AG’s owners agreed, in a
shareholder agreement signed in the summer of 2004, to ensure an appropriate capitalisation of
WestLB.

Institutional and Guarantor Liability

Separately, the European Banking Association filed a complaint in December 1999 with the European
Commission, aiming to have Institutional Liability and Guarantor Liability for public-law banks recognised
as state aid contrary to European competition law.

As indicated in the section Institutional Liability and Guarantor Liability, the Commission, the Federal
Republic of Germany and the German Federal States agreed on 17 July 2001 on a four-year transition
period for the abolition of the Guarantor Liability and Institutional Liability.

Contingent Liabilities

WestLB AG has issued several letters of undertaking in connection with residual value guarantees
furnished by one of its subsidiaries.

As at 1 January 2005, the responsibility for the IT infrastructure and Web/Office application services so
far provided by WestLB Systems will be assumed by an outside contractor. Under the relevant
outsourcing contract, WestLB AG has assumed liability obligations to the WestLB Group companies
acceding to this contract.

Letters of Comfort

WestLB AG will, except in the case of political risk, ensure that — proportionate with its investment quota —
the banks, financial institutions and management companies in which it holds a significant investment will
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be in a position to meet their obligations. The Letter of Comfort applies to WestLB Asset Management
(Australia) Pty. Ltd. irrespective of WestLB AG’s investment quota. In addition to the Letters of Comfort
indicated above, WestLB AG has issued further Letters of Comfort to third parties on a case-by-case
basis.

Other Financial Obligations

WestLB AG'’s liability to make additional contributions to the Liquiditatskonsortialbank of which it is a
member remained unchanged in 2004 at € 65.3 million (2003: € 65.3 million). The Bank may incur
additional obligations with respect to its joint liability for the additional contributions to the Liquiditatskon-
sortialbank from partners who are members of the German Savings Banks and Giro Association.

The deficit resulting from pension obligations not carried on the balance sheet within the meaning of
Art. 28(2) of the Introductory Act to the German Commercial Code (EGHGB) was € 69.1 million as at
31 December 2004.

WestLB AG had rental and leasing obligations of € 1,211.2 million, € 639.6 million of which to affiliated
companies; the relevant contracts had terms of up to 22 years.

NRW.Bank and WestLB AG will be jointly and severally liable until the end of 2006 for all liabilities that
were incurred before the division of Westdeutsche Landesbank Girozentrale. WestLB’s joint liability will
also be covered by the liability for pre-existing commitments assumed by the former guarantors of
Westdeutsche Landesbank Girozentrale.

Deposit Insurance

WestLB AG is a member of the German Savings Banks and Giro Association (DSGV) and makes
contributions to the security reserves of the Landesbanks. These security reserves constitute protection
for contributing banks within the meaning of § 12 of the German Deposit Protection and Investor
Compensation Act (Einlagensicherungs- und Anlegerentschadigungsgesetz, EAG) and are associated in
local statutes with the deposit insurance scheme of the savings banks.

The deposit insurance scheme of the German savings banks organisation consists of eleven funds
belonging to the regional savings banks and giro associations, the security reserves of the Landesbanks
and the security fund of the Landesbausparkassen, which together form a community of joint liability.
There are rules and regulations governing the relationships between regional and national funds that
provide for offsetting in cases where coverage is claimed (so-called overflow agreements). In the
business year 2004, there was no obligation to make additional contributions under the agreement on the
security reserves of the Landesbanks/Girozentralen.

With effect from 1 October 2004 the two Sparkassen Associations — together with WestLB AG
established two reserve funds to support the member savings banks of each of the Associations or
WestLB AG in the event of their getting into financial difficulties. For this purpose, each of the
Associations, at equal shares with WestLB AG, established a reserve fund with a total volume of
€ 500 million each. This amount comprises liquid funds of € 250 million and an additional funding
obligation in the same amount. In 2004, WestLB AG contributed € 12.5 million to each fund, a total of
€ 25 million. The remaining € 225 million in cash will be paid by WestLB AG in equal instalments over
the next nine years, with the earnings generated by the funds being taken into account.

Guarantor Liability

Together with its wholly-owned subsidiary WestLB Beteiligungsholding GmbH, WestLB AG is a
guarantor, to the extent permitted by law, of Landesbank Rheinland-Pfalz, Mainz (in respect of
obligations incurred by 1 October 2004) and of HSH Nordbank AG, Hamburg/Kiel. It is the sole guarantor
of Westdeutsche ImmobilienBank, Mainz, and is also a guarantor of DekaBank Deutsche Girozentrale,
Frankfurt/Main.
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GENERAL INFORMATION ON THE ISSUER

Incorporation, Domicile and Duration

The Issuer was established and registered under the name Hybrid Capital Funding Il Limited Partnership
under the Limited Partnerships (Jersey) Law 1994, as amended, with the Jersey Financial Services
Commission on 27 April 2005. The Issuer was established for an unlimited duration and is not a legal
entity separate from its partners and has no operating history.

Contributed Capital
The partnership capital of the Issuer amounts to €1,000 (one thousand Euro and zero cents).

Partners

The Issuer General Partner is Hybrid Capital Funding Il Limited, a limited liability company incorporated
under Jersey law whose sole beneficial shareholder will be, upon consummation of the offering
described herein, Mourant & Co. Trustees Limited as trustee for the Hybrid Capital Funding Il Charitable
Trust, an independent charitable trust domiciled in Jersey. The Issuer Limited Partner is Hybrid Funding Il
GmbH, a limited liability company incorporated under German law and domiciled in Cologne, Germany.
The sole beneficial shareholder of the Issuer Limited Partner is Mourant & Co. Trustees Limited as
trustee for the Hybrid Funding Il Charitable Trust, an independent charitable trust domiciled in Jersey.

Principal Activities

The business purpose of the Issuer is, pursuant to a limited partnership agreement entered into by the
Issuer General Partner and the Issuer Limited Partner on 26 April 2005, to participate as silent partner
in the business of WestLB, and, for this purpose, to raise capital by the issuance of debt securities and
conducting certain activities related thereto. The Issuer is further entitled to engage in any ancillary
business which promotes the foregoing principal business purpose.

The principal activities of the Issuer correspond with the business purpose stipulated in the limited
partnership agreement. The Issuer has no employees.
Management

The Issuer acts through the Issuer General Partner who has the sole power to represent the partnership.
The Issuer General Partner may be contacted at the address of the Issuer which is 22 Grenville Street,
Jersey JE4 8PX. The current directors of the Issuer General Partner are:

Name Function
Julia Chapman Director
Gareth Essex-Cater Director
Helen Grant Director
Daniel le Blancq Director
Fiscal Year

The fiscal year of the Issuer corresponds to the calendar year.

Auditor

The auditor of the Issuer is Ernst & Young LLP having its address at Unity Chambers, 28 Halkett Street,
St. Helier, Jersey JE1 1EY.

The audited accounts of the Issuer may be obtained at the Issuer’s office at 22 Grenville Street,
St. Helier, Jersey JE4 8PX, Channel Islands.
Litigation

The lIssuer is not involved in any litigation or arbitration proceedings which may have any material
adverse effect on the financial position of the Issuer. The Issuer is not aware that any such proceedings
or arbitration proceedings are imminent or threatened, which could adversely affect the Issuer’s
business, results of operations or financial condition.
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Material Adverse Change

Unless otherwise disclosed in this Offering Circular, there has been no material adverse change in
respect of the financial situation of the Issuer since the date of its establishment on 27 April 2005.

Capital Contributions on the Issue Date

Under the limited partnership agreement, the Issuer General Partner and the Issuer Limited Partner have
agreed to make an initial capital contribution (respectively, its “Capital Contribution”) to the Issuer in the
following amounts:

Issuer General Partner. . ... ...t
Issuer Limited Partner ... ... e 999

Provided that the Issuer Limited Partner does not become involved with the management of the Issuer
other than in the circumstances provided in the limited partnership agreement, the liability of the Issuer
Limited Partner for the debts or obligations of the Issuer will be limited to its Capital Contribution and any
additional capital contribution it has made or agreed to make to the Issuer.

Capitalisation on the Issue Date

The following table sets forth the Issuer’s contributed capital on the date of its establishment and as
adjusted for the consummation of the transaction:

Date Contributed Capital
Date of Establishment € 1,000
Issue Date € 1,000

In addition, as of the Issue Date, the Issuer will have additional liabilities of € 240,000,000 incurred under
the Capital Securities.

There has been no material adverse change in respect of the capitalisation of the Issuer since the date
of its establishment on 27 April 2005.

Ordinary Issuer Relocation

The constitutional documents of the Issuer and the Issuer General Partner provide that the Issuer and
the Issuer General Partner will relocate their respective principal place of business and tax jurisdiction
for German trade tax purposes to Germany (such relocation an “Ordinary Issuer Relocation”) upon the
occurrence of an Issuer Relocation Event.

An “Issuer Relocation Event’ means receipt by each of the Issuer General Partner and the trustees of
the charitable trust that owns the Issuer General Partner, on or prior to 30 September in any year of a
written request by WestLB (or any legal successor thereof) to take such actions which are necessary to
effect an Ordinary Issuer Relocation with effect as of 1 January as of the next following year. The
addressees of such notice will only effect the Ordinary Issuer Relocation upon fulfilment of, inter alia, the
following conditions: they have received (i) a legal opinion by reputable German legal counsel confirming
that (a) an Ordinary Issuer Relocation will not adversely affect the legal existence of the rights and claims
of the Securityholders as set forth in the terms and conditions of the Capital Securities nor the German
law governed rights and claims of the Issuer’s other creditors, (b) all regulatory approvals which may be
necessary in Germany to effect the Ordinary Issuer Relocation have been obtained, and (ii) satisfactory
proof that WestLB has undertaken to the Issuer General Partner and the Issuer to indemnify each of
them in respect of for any German Withholding Tax (Kapitalertragsteuer) or any other withholding tax
which the Issuer may become obliged to withhold or deduct on payments under the Capital Securities
(such as to allow the Issuer to pay such Additional Amounts to the holders of the Capital Securities in
respect of such withholdings and deductions as provided for in the terms and conditions of the Capital
Securities), any property tax, if applicable, and any trade, income or any other tax becoming payable by
the Issuer or the Issuer General Partner as a consequence of the Ordinary Issuer Relocation.
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BUSINESS OF WESTLB

Overview

WestLB AG has positioned itself as a European universal bank with an active presence in key
international, primarily European markets and deep roots in its home region of NRW. NRW is the largest
German federal state with a total population of approximately 18 million inhabitants and has 30 cities with
a population in excess of 100,000 inhabitants. Based on a strong local economy, where 22 out of the 50
largest Germany’s companies are domiciled, NRW’s GDP amounts to roughly € 480 billion, close to 22%
of the total German economic output.

The Bank implemented this new strategic position responding to two consecutive years of high risk
provisioning in its credit and equity investment portfolio and in anticipation of the abolition of Institutional
Liability and Guarantor Liability from 2005 onwards. The Bank’s new management team headed by
Dr. Thomas Fischer, who joined the Bank as CEO as of 1 January 2004, developed the Bank’s new
strategy and business model.

At the core of WestLB AG’s new business model is the close co-operation and integrated market
approach with the 113 Sparkassen in NRW. WestLB’s AG positioning as close partner to the Sparkassen
in NRW is highlighted by the joint business planning effort of the two parties, reflecting the symbiotic
network, which combines the two parties’ individual strengths. In this partnership, WestLB AG is
responsible for providing a broad range of innovative and customer focused products, while the
Sparkassen contribute their extensive branch network in the region, with access to roughly 11.5 million
clients, and their in-depth knowledge of local business partners.

A general framework agreement and supplementary individual contracts with the Sparkassen reflect the
shared commitment to this partnership. The individual contracts include a joint business planning of
Sparkassen and the Bank with a view towards working together to better utilise the local market potential
of the Sparkassen by increasing co-operation and expanding the product portfolio for Sparkassen
customers, e.g. Corporate Finance, Capital Markets Products and structured retail products.

The close cohesion between WestLB AG and its owners is furthermore supported by the establishment
of two additional reserve funds for the member banks of the Sparkassen Associations and for
WestLB AG in June 2004. Effective as of 1 October 2004, the funds amount to € 500 million each. This
amount comprises liquid funds of € 250 million and an additional funding obligation of the same amount.
The two associations and WestLB AG each contribute € 12.5 million annually until the targeted amount
has been reached. Irrespective of the new individual reserve funds, WestLB AG is a member of the
German Savings Banks and Giro Association and makes contributions to the security reserves of the
Landesbanken. These reserve funds are set up to protect its member institutes. This security reserve is
an important contribution to the stability of the German banking system and exceeds the legal
requirements by far.

With total assets of € 214.6 billion (unconsolidated) and a shareholders’ equity of € 3.9 billion as of
31 December 2004, WestLB AG is among the top 10 German banks by assets. In Germany, WestLB AG
has offices in Berlin, Dortmund, Frankfurt am Main, Hamburg, Cologne and Munich. In Europe, the Bank
is present in Istanbul, London, Madrid, Milan and Paris. Outside Europe, the Bank is represented through
branches in Hong Kong, New York, Singapore, Sydney, Tokyo and Toronto. Its international presence is
complemented by other representative and sales offices in other major financial centres worldwide.

Already prior to the arrival of the Bank’s new management team, WestLB AG started in 2003 to radically
restructure its credit and investment portfolios. As a consequence, far reaching loan-loss provisions as
well as negative value adjustments to equity holdings and principal finance investments have been made
covering the discernible risks in the Bank’s books. WestLB AG believes that it has to the best of its
knowledge provided for any realised or foreseeable deterioration in credit quality. WestLB AG
furthermore managed to complete by early 2005 the disposal of its entire former Principal Finance
portfolio.

As part of the Bank’s de-risking, WestLB AG started in 2004 to dispose of its non-core industry
investment portfolio. By year-end 2004, the Bank’s major investments, e.g. TUI, RWE, ThyssenKrupp,
AXA, HVB / Hypo Real Estate, had already been sold at a profit. WestLB AG will continue to reduce its
equity investment portfolio in 2005.

Business Strategy

WestLB AG’s strategy focuses on the banking needs of its customers. In the context of its strategic
repositioning, the Bank changed from being a wholesale bank to being a customer-orientated bank

86



targeting primarily Sparkassen, financial institutions, small and medium-sized enterprises (SMEs),
multinational corporates, public clients and private high net worth individuals.

The core customer-focused business units are:
e Corporate Banking & Sparkassen
e Investment Banking
e Private Banking & Asset Management
Further business units are:
* Bank Services
e Risk Management
e Group Finance & Controlling
e Treasury
¢ Human Resources
Corporate Banking & Sparkassen

The business unit Corporate Banking & Sparkassen comprises the business areas of Corporates
Europe/Germany, Equity Finance, Sparkassen/Public Sector Clients, Mergers & Acquisitions, and
Westdeutsche ImmobilienBank (WIB).

In line with the Bank’s new targeted approach to SMEs, WestLB AG is redesigning its products to meet
the banking requirements of these clients. This strategy includes lending products and private equity
solutions, such as SME funds or mezzanine finance. Furthermore, the Bank focuses on increasing the
volume of small-scale, placement-driven business in specialised finance as well as in trading operations.
Through a number of initiatives, WestLB AG is aiming to (i) intensify the dialogue with corporate
customers and (i) provide solutions to issues such as participation rights, loan obligations, interest
optimisations / swaps or non-recourse export financing.

In the context of the Bank’s close partnership with the Sparkassen in NRW, WestLB AG has as of today
signed individual agreements with the majority of the Sparkassen in the region. In order to maximise the
value of the partnership each Sparkasse is allocated a co-ordinator, who, as key client relationship
manager, (i) reviews with the Sparkasse the client portfolio of each Sparkasse, (ii) develops with each
Sparkasse a joint marketing strategy and (iii) channels business to the relevant product team. The
success of this co-operation is monitored by various joint committees, managed by the various WestLB
AG Managing Board members.

Westdeutsche ImmobilienBank (WIB), a 100% owned subsidiary of WestLB AG, acts as the competence
centre for real estate investment banking and financing of the Bank and the Sparkassen. Established on
1 January 1995 as a joint venture between WestLB AG (50%), Landesbank Baden-Wdrttemberg (LBBW,
25%) and Landesbank Rheinland-Pfalz (LRP, 25%), WestLB AG acquired a 100% interest in WIB as of
31 July 2003, allowing the Bank to create the structural requirements for a re-organisation of real estate
finance within WestLB AG, involving the transfer of all real-estate finance and related advisory services
to WIB. As part of the Bank’s customer management strategy, WIB will cover all real estate transaction
clients, while all relationship clients and multi-product relationships are dealt with WestLB AG sales.

Investment Banking

Over the years, WestLB AG has developed internationally acknowledged expertise in providing its clients
with banking services. In particular, the Bank developed a high reputation in the fields of specialised
finance, global financial markets, and equity markets.

Combining proven skills in financial structuring, WestLB AG is a leading global player in specialised
finance. The Bank is known for its strong franchise in financial engineering, leveraged finance,
commodity finance, export finance, forfaiting, trading finance, project finance and asset securitisation.
These globally customised financial products cater to the needs of the Bank’s wholesale banking clients,
financial institutions, identified SMEs as well as public sector clients.

WestLB AG has established a leading market position in Germany with respect to its capability of placing
bond issues or private placements of German and international clients in the capital market. Further-
more, WestLB AG ranks prominently in the debt origination business for SMEs, e.g. bearer bonds
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(Schuldscheine) and in syndicated loans. WestLB AG’s distribution power will be further enhanced
through the close co-operation with the Sparkassen by leveraging the extensive network of the
Sparkassen.

Similarly, WestLB AG has a good reputation for equity market products as well as equity research.
Accordingly, German and European large and mid caps find in the Bank a competent and powerful
partner covering the full range of corporate equity products and providing local know-how.

In sales and trading WestLB AG is well regarded for its know-how of German counterparties. In line with
the Bank’s aim to align its sales and trading activities more closely with investor requirements, the Bank
offers institutional clients and, increasingly, retail clients tailor-made equity derivatives solutions.
Customer trading in equity products, money market and derivatives continues to be executed locally from
the Bank’s headquarters in Dusseldorf as well as WestLB’s branches in London, New York and Tokyo.

Private Banking & Asset Management

In 2002, WestLB AG sold its Private Banking business to Merck Finck. As a consequence, WestLB AG
is currently restricted under the terms of the agreement with Merck Finck not to reassume private
banking business with Germany-based clients before April 2005. Upon expiry of the agreement, the Bank
intends to offer in close co-operation with the Sparkassen private banking services to high net worth
individuals by leveraging the existing private banking expertise of the Bank’s international affiliates in this
area.

Currently, WestLB AG has private banking operations in Luxembourg with WestLB International
Luxembourg S.A., managing approximately € 2 billion of assets under management and Banque d’Orsay
with approximately € 170 million of assets under management.

WestAM, the Bank’s global investment management organisation, managed as of 31 December 2004
approximately € 59.7 billion for more than 500 institutional clients globally. With particular strength in
select geographic markets and product categories, WestAM has not only established itself as one of the
leading institutional asset managers in Germany, but also established a good pan-European mutual fund
product platform.

Funding Strategy

WestLB AG'’s revised business strategy is backed by a flexible funding strategy which has been geared
to the time after the abolition of institutional and guarantee liability. WestLB AG enjoys a strong presence
on the domestic and international bond markets. The Bank issues a wide and flexible range of funding
products to match the funding requirements of WestLB AG with the demands of a diversified investor
base.

WestLB AG pursues a multi-issuer approach ensuring a clear segmentation of its funding products:

¢ WestLB AG focuses on unsecured senior and subordinated debt via its € 50 billion global debt
issuance programme (DIP).

¢ In addition the Bank also issues promissory notes (Schuldscheindarlehen) and unsecured
senior bonds outside of the DIP documentation.

* In September 2004 WestLB tapped the Australian dollar domestic bond market via the
establishment of an AUD 3 billion debt issuance programme.

Complementing the multi-issuer approach are WIB and WestLB Covered Bond Bank plc, Dublin. The
former issues mortgage covered bonds (Pfandbriefe) under the German Public Covered Bond Act
(Offentliches Pfandbriefgesetz) and complements its unsecured funding needs through a € 3 billion debt
issuance programme. The latter is active in the public sector covered bond market under Irish law and
complements its unsecured funding needs through a € 10 billion MTN programme and a USD 5 billion
USCP programme.

Short-term commercial paper issues are launched by WestLB AG out of its € 15 billion global commercial
paper programme. In addition, the Bank is also an issuer of certificates of deposits. Liquidity is procured
primarily in the major currencies: EUR, USD, JPY and GBP. Where necessary, the funds raised are
converted into the target currency using derivatives. WestLB AG’s aim is to reduce total short-term
funding in favour of medium- and long-term funding. Furthermore, the Bank holds a large portfolio, worth
more than € 20 billion on average, of highly liquid securities which are suitable for repos and central bank
tenders, constituting substantial refinancing facilities if needed.
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Risk Management

Integrated bank wide risk steering

Risk steering at WestLB AG is based on the definition of the Bank’s targeted risk profile and its
consistency with planned earnings. Therefore, the aim of value-based Bank-wide steering is to achieve
an efficient allocation of resources to those business areas which realise adequate returns, in relation to
the level of risk.

The starting point for risk steering is the definition of the risk tolerance by the board and the shareholders
based on the risk taking capacity. At the moment, the risk taking capacity of the Bank is determined by
its Tier 1 capital, hidden reserves/ liabilities and part of the Bank’s budgeted earnings.

The Bank’s risk tolerance expresses its targeted risk profile and restricts the accepted total amount of
risk via the overall risk limit. Based on risk tolerance, economic capital limits for each risk category and
organisational unit are defined. These limits are continuously monitored and steered.

Usage of risk tolerance is measured via economic capital. The concept of economic capital is a
cornerstone of the integrated risk steering over all risk categories. Economic capital enables a
comparison of the risk within the different risk categories and therefore supports the diversification in
products, customers and regions.

Within the yearly budgeting process, regulatory capital and economic capital are allocated to business
units. Allocation of risk capital is linked with expected return which is derived from the overall return
expected by the Bank and its shareholders. Economic capital limits for each risk category and for each
organisational unit are based on the results of the budgeting process. The Asset Liability Committee
(ALCO) is responsible for allocating and limiting economic capital.

The risk profile of WestLB AG is therefore mainly steered by economic capital. Additionally further
instruments are used to steer the structure of the portfolio. These instruments comprise, for example,
VaR and sensitivity limits for steering of trading risks as well as single concentration and sector limits for
management of the Bank’s credit portfolio.

Risk steering of the Bank is supported by the Bank’s regular decision-orientated reporting. Reports focus
on the current risk situation as well as its development and give indications for risk steering measures.

Market Price Risk

Market price risk is defined as the potential loss resulting from changes in financial markets prices. It
contains general and specific interest rate risks as well as FX and equity risks.

Market price risk for trading business within the Bank’s trading and banking book is measured by the
Value-at-Risk (VaR) Method based on a Monte Carlo simulation technique.

Risk positions within the trading and banking book are steered by a VaR based limit system, which aims
to restrict the potential loss resulting from market price risk. Risk limits are derived from the risk tolerance
based economic capital limit for market price risk and are then allocated among all relevant organisa-
tional levels of the trading business under consideration of diversification effects.

At year-end 2002, the Bank received BaFin’s approval to use the internal VaR model to determine
Principle | (“Grundsatz 1”) capital ratios for the trading business. BaFin’s approval to extend the internal
model to cover currency risks and share price risks (Full Use) and also specific interest rate risks is
expected for mid-2005.

Counterparty Default Risks

Counterparty Default Risk is defined as the risk of potential losses due to the default of the counterparty.
It includes credit risk, issuer risk, pre-settlement risk and country risk.

The framework for managing all counterparty default risks and for credit portfolio steering is set by the
credit risk strategy. Based on the business strategy and the risk tolerance of the Bank, the credit risk
strategy sets out additional terms and limits. Thus, one-sided portfolio developments and risk
concentrations should be avoided in favour of balanced risk diversification. The board reviews the
strategy on a yearly basis taking into account changes in the external environment as well as new
internal strategic goals.
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The two pillars of risk management at the individual commitment level are the credit approval process
and the ongoing monitoring process. Each credit application approval needs the approval of the
responsible key personnel. The board delegated this role to the Credit Committee as the most important
decision panel. The internal rating, which evaluates both quantitative und qualitative factors, plays a
central role within the credit application process.

All credit positions are permanently monitored, and the degree of scrutiny depends on the current risk
situation of the specific individual borrower. At least once a year, a credit review is prepared for each
individual borrower. Furthermore, the Bank uses procedures for the early identification of critical credit
engagements which bear a higher risk of default.

If a loan threatens to become non-performing because of the worsening situation of a borrower, that loan
is added to the Bank’s Global Watchlist (WGW) and becomes subject to closer scrutiny and support.

The Credit Portfolio Committee (CPC) is responsible for all credit risk steering activities at a portfolio
level. The functionally independent Credit Portfolio Management unit continuously monitors the credit
risk at a portfolio level and manages the allocation and limitation of credit risks across business units,
especially concentration risks (single borrower, sectors and countries). By using specific techniques, e.g.
credit derivatives, as well as a strict steering of new business, credit portfolio management ensures an
improved level of credit portfolio diversification.

The correct measurement of trading related counterparty or country risk is performed under consider-
ation of product specifics and modelling with the aim to prepare a risk profile for each counterparty and
risk category within the maturity of the transactions. The Bank performs portfolio simulations based on
Monte Carlo simulation techniques for the derivatives business.

The Market Risk Management unit monitors exposures and corresponding limits for monitoring of
individual risks on a daily basis. This ensures central evidence across counterparty and issuer limits of
the trading business as well as consistent and real-time risk management.

Participation risk refers to potential fluctuations in the value of companies of WestLB Group, as well as
risks arising from contracts with companies in which WestLB holds participations.

Management of participation risks at WestLB refers to managing all of the Group’s participations, which
has been assigned to the Equity Investments business unit. Companies of the Banking Group which
themselves are banks are fully incorporated into the risk and operational management of WestLB.

Liquidity Risks

Liquidity risk is defined as the risk that a bank may not be able to meet its current and future payment
obligations in full or on time, that in the case of a liquidity crisis refinancing may only be raised at higher
market rates (funding risk), or that assets may only be liquidated at a discount to the market rates (market
liquidity risk).

The objective of liquidity management is to avoid a concentration of financing requirements with very
short-term maturities, to keep enough liquid assets on hand for unexpected liquidity needs and, at the
same time, to optimise the Bank’s structural liquidity with the help of a medium and long-term-oriented
funding programme.

Operational Risks

Operational Risks are risks of potential losses due to the inappropriateness or failure of business
processes, technology or bank staff or are consequences of external events.

Operational Risk Management is an independent central steering unit which defines Bank-wide rules for
management of operational risks, and coordinates operational risk management activities. Operational
Risk Management should ensure a Bank-wide high quality standard in terms of risk analysis,
measurement, steering and monitoring. This comprises predominantly general OpRisk-Methods, Risk
Self-Assessment, loss data base and risk indicators for identification and valuation of operational risks,
as a basis for an active management. To comply with the Advanced Measurement Approach according
to Basle Il, development of quantification procedures for risk measurement have been initiated.

Corporate Governance

With the coming into force of the Transparency and Disclosure Act in June 2002, the boards of managing
directors and members of supervisory boards of listed companies have to publish an annual statement
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of conformity with the German Corporate Governance Code. The corporate governance code aims at
making the statutory regulations to which German enterprises are subject transparent for the interna-
tional audience. The code formulates principles of good and responsible business management which
the management and members of the supervisory boards are obliged to recognise. As a globally
operating company, WestLB AG has committed itself to gaining investor’s confidence by laying down its
own corporate governance rules, reflecting internationally and nationally recognised standards of good
and responsible company management. Even as a non-listed company, WestLB AG attaches great
importance to open and transparent communication with the capital markets. This is also why the Bank
expanded its communications department in 2004 and established an investor relations unit in May
2004.

The key issues of the code refer to the close co-operation of the managing and supervisory board, a clear
distribution of tasks and duties between the two bodies as well as a general policy regarding
WestLB AG’s disclosure practices. The Bank will regularly report on its compliance with these rules of
Corporate Governance. They will be subject to regular examination in order to ensure that they are
constantly brought up to date in the face of changing corporate, economic and legal circumstances over
time.

Although WestLB AG’s new business model is clearly aimed at being a profitable company, the Bank
does not ignore the non-monetary aspects of a successful modern enterprise. The Bank is committed to
a responsible and sustainable mode of doing business. That this is more than words to WestLB AG is
substantiated in the Bank initiating the Equator Principles in 2002 in co-operation with other internation-
ally operating banks. WestLB AG defines corporate responsibility as a sustainable, credible and
transparent corporate commitment. The Bank wants not only to be profitable but also to act responsibly,
be accountable and benefit society.
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REGULATION

The following explains certain regulatory matters which are of significance for the business of WestLB
and the WestLB Group.

WestLB is authorised to conduct general banking business and to provide financial services under, and
subject to the provisions of, the German Banking Act (Geselz liber das Kreditwesen). WestLB is subject
to comprehensive supervision by the Federal Financial Services Supervisory Agency (Bundesanstalt fiir
Finanzdienstleistungsaufsicht) (the “BaFin”), which is supported in its function by the Deutsche
Bundesbank, the German central bank.

Regulation Pursuant to the German Banking Act

The German Banking Act contains the basic set of rules applicable to German banks, including the
requirement for a banking license, and regulates the business activities of German banks. The BaFin
supervises the operations of banks to ensure that they conduct their business in accordance with the
provisions of the German Banking Act and other applicable German laws and regulations. The BaFin
places particular emphasis on ensuring compliance with:

— capital adequacy and liquidity requirements;
— large exposure limits; and

— restrictions on certain activities imposed by the German Banking Act and the regulations issued
thereunder.

Capital Adequacy Requirements — Current Regulatory Framework

The German capital adequacy requirements provide that banks guard against counterparty risk
(Adressenausfallrisiko) and market risk (Marktrisiko) by possessing certain levels of minimum capital.
Counterparty risk is covered by “Regulatory Banking Capital” (haftendes Eigenkapital), whereas
market risk is covered by “Own Funds” (haftende Eigenmittel) comprising Regulatory Banking Capital
and “Tier Il Capital”. Pursuant to “Principle I” of the BaFin, each bank must maintain a ratio (the
“Solvency Ratio”) of Regulatory Banking Capital to risk-adjusted assets (including financial swaps,
financial forward transactions, options, and other off-balance-sheet items) of at least eight percent.

Pursuant to the German Banking Act, for WestLB, as a bank that is organized in the form of a stock
corporation, Regulatory Banking Capital (the numerator of the Solvency Ratio) consists of “Core Capital”
(Kernkapital) and “Supplementary”, or “Tier II”, Capital (Ergdnzungskapital). The distinction between
Core Capital and Supplementary Capital reflects the different degrees of loss or insolvency protection
provided by the individual Regulatory Banking Capital items. The Supplementary Capital may be taken
into account only up to the amount of the Core Capital. In addition, longer-term subordinated debt is
recognized as Regulatory Banking Capital only up to 50 per cent. of the amount of Liable Capital.

Core Capital comprises:

— paid-in subscribed capital;
— capital reserves;

— earnings reserves;

— funds for general banking risks (an item that a bank may create on the liability side of its balance
sheet, in its reasonable commercial judgment, to reflect the special risks inherent in its banking
business);

— capital paid in consideration of silent partnership interests (stille Beteiligungen).
Supplementary Capital consists of:

— reserves for general banking risks (a bank may record on its balance sheet certain receivables at a
lower value than that is permitted for commercial and other non-banking entities if the use of a lower
value is, in the bank’s reasonable business judgment, advisable to safeguard against the special
risks inherent in the banking business), provided that such reserves do not exceed 4 per cent. of the
book value of such receivables and securities;

— capital paid in consideration of profit-participation rights (Genussrechte) meeting certain conditions
set out in the German Banking Act;
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— longer-term subordinated debt meeting certain conditions set out in the German Banking Act;
— certain unrealised reserves; and

— reserves pursuant to § 6b of the German Income Tax Law (Einkommensteuergesetz), such reserves
being included in Regulatory Banking Capital in the amount of 45 per cent. thereof to the extent that
they were created from the proceeds of the sale of real property, property rights equivalent to real
property, and buildings.

The German Banking Act requires that the following be deducted in computing Regulatory Banking
Capital:

— losses;
— certain intangible assets (including goodwill); and
— certain participations in banks, financial services institutions, or other financial enterprises.

Under Principle 1, the risk-adjusted value of assets of a bank (the sum of which is the denominator of the
Solvency Ratio) is computed by assigning assets to one of five basic categories of relative credit risk
(i.e., 0, 10, 20, 50 and 100 per cent.) depending on the debtor or the type of collateral securing the
assets. The balance sheet value of each asset item is multiplied by the percentage weight applicable to
its risk category to arrive at the risk-adjusted value.

Off-balance-sheet items, such as financial guarantees, letters of credit, swaps, and other financial
derivatives, are subject to a two-tier adjustment. First, their value (or in the case of guarantees and letters
of credit, their amount, or in the case of swaps and other derivatives, the value computed on a market
or time basis) is adjusted according to their risk classification (i.e., 20, 50 and 100 per cent.) depending
on the type of instrument. Then the off-balance-sheet items are assigned, similar to balance-sheet
assets, to credit risk categories depending on the type of the counterparty, debtor, or type of collateral,
if any, securing the respective assets and multiplied by the applicable percentage weight.

In addition to the capital adequacy requirements for counterparty risk, Principle | also lays down
principles relating to capital adequacy requirements covering market risk. The market-risk positions of a
bank are comprised of:

— its foreign exchange positions;
— its commodities positions;

— certain of its trading book positions, including those involving counterparty risk, as well as
interest-rate and share-market risk; and

— its options transactions positions.

The market risk positions are net positions, risk-adjusted in accordance with the detailed rules set forth
in Principle I. As of the close of each business day, the sum of the net risk-adjusted market-risk positions
of a bank must not exceed the sum of:

— the difference between its Regulatory Banking Capital and 8 per cent. of its aggregate amount of
risk-adjusted risk assets; and

— its Tier Il Capital.

Thus, the market risk positions must be covered by Own Funds that are not required to cover
counterparty risk.

“Tier Il Capital” (Drittrangmittel) consists of:

— net profits (i.e., the proportionate profit of a bank which would result from closing all trading-book
positions at the end of a given day), less (i) all foreseeable expenses and distributions and (ii) losses
resulting from the investment book that are likely to arise upon a liquidation of the bank; and

— short-term subordinated debt meeting certain conditions set out in the German Banking Act,
including a minimum term of two years and the requirement that the rights of the holder thereof be
subordinated to the rights of all other creditors in the event of insolvency or liquidation.

Net profits and short-term subordinated debt qualify as Tier Il Capital up to an amount which, together
with the Supplementary Capital not required to cover risks arising from the investment book, does not
exceed 250 per cent. of the Core Capital not required to cover risks arising from the investment book.
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Under the German Banking Act’s provisions on consolidated supervision, each group of institutions

(Institutsgruppe) on a consolidated basis, as well as each bank within the group on an unconsolidated

basis, must meet the Regulatory Banking Capital requirements. A group of institutions is deemed to exist

if:

— another bank, financial services institution, financial enterprise, or bank service enterprise is a
subsidiary (nachgeordnetes Unternehmen) of a bank or financial services institution (with subsidiary
being defined in terms of possessing a voting majority or controlling influence of the parent bank or
financial services institutions); or

— a member of the group of institutions:

— owns, directly or indirectly, at least 20 per cent. of the shares of such other bank, financial services
institution, financial enterprise, or bank service enterprise;

— manages such bank, institution, or enterprise jointly with other enterprises; and

— is liable for the obligations of such bank, institution, or enterprise in proportion to its capital
investment in such bank, institution, or enterprise.

Capital Adequacy Requirements — The Basle Il Capital Accord

The capital adequacy requirements applicable to WestLB and described in the preceding section are
based on the 1988 capital accord of the Basle Committee at WestLB for International Settlement (“BIS”).
The Basle Committee is a committee of central banks and bank supervisors/regulators from the major
industrialized countries that develops broad policy guidelines that each country’s supervisors use to
determine the supervisory policies they apply. In January 2001, the BIS released a proposal to replace
the 1988 capital accord with a new capital accord and to overhaul the existing international capital
adequacy standards. The two principal goals of the proposals were to align capital requirements more
closely with the underlying risks and to introduce a capital charge for operational risk (comprising, among
other things, risks related to certain external factors, as well as to technical errors and errors of
employees). Following extensive negotiations, the proposals have been adopted by the Basle Commit-
tee in June 2004 and are expected to become effective as of year-end 2006 or, with regard to the most
advanced approaches for risk evaluation, as of year-end 2007. The Basle |l framework comprises three
pillars. The first pillar represents a significant amendment of the minimum requirements under the 1988
capital accord. It requires higher levels of capital for those borrowers which present higher levels of credit
risk, and vice-versa. Moreover, an explicit capital charge for a bank’s exposure to operational risks such
as the risk of losses caused by failures in systems, processes or staff or by external events is
established. Capital charges are aligned more closely to a bank’s internal assessments of its overall risks
to ensure that the management is exercising sound judgement and has set aside adequate capital for
its risks. The third pillar aims at the enhancement of the degree of transparency in banks’ public
reporting.

In July 2004, the European Commission issued its proposed revisions to the Banking Directive
2001/12//EC which is intended to implement the Basle Il framework in a coherent manner throughout the
EU. Under the Basle Il capital accord, WestLB may need to maintain higher levels of capital for bank
regulatory purposes, which could increase its financing costs.

Limitations on Large Exposures

The German Banking Act, together with the regulation on large exposures (GroBkredit- und Millionen-
kreditverordnung, the “Large Exposure Regulation”), is designed to limit the concentration of credit
risks through restrictions on large exposures (GroBkredite, “Large Exposures”) of banks and groups of
institutions. The Large Exposure rules and the Large Exposure Regulation distinguish between:

— banks and groups of institutions with minor trading book positions (see “Capital Adequacy
Requirements — Current Regulatory Framework”) that are not subject to the rules relating to the
trading book; and

— banks and groups of institutions which are subject to the rules relating to the trading book (“Trading
Book Institutions”).

WestLB is a Trading Book Institution. For Trading Book Institutions, the Large Exposure rules contain
different restrictions for Large Exposures related to the investment book (“Investment Book Large
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Exposures”) and aggregate large exposures (“Aggregate Book Large Exposures”) of the bank or
group of institutions. Investment Book Large Exposures exist where the assets of a bank attributable to
a single client or connected group of clients equals or exceeds 10 per cent. of the relevant bank’s or
group of institutions’ Regulatory Banking Capital. Aggregate Book Large Exposures mean situations in
which the aggregate of the Investment Book Large Exposures and the exposures incurred in the trading
book (including the net amount of all long and short positions in debt instruments and shares of an
individual issuer, the counterparty risk of certain derivatives, the counterparty risk after the agreed date
of settlement, and repurchase and securities lending transactions) attributable to a single client or
connected group of clients (the “Trading Book Large Exposures”) equal or exceed 10 per cent. of the
relevant bank’s or group of institutions’ Own Funds.

The following limitations apply to Large Exposures of Trading Book Institutions:

— all Aggregate Book Large Exposures taken together must not exceed eight times such bank’s or
group’s Own Funds;

— the Investment Book Large Exposures must not exceed in the aggregate eight times such bank’s or
group’s Regulatory Banking Capital;

— the Investment Book Large Exposures to a single client or group of clients must not exceed 25 per
cent. of the bank’s or group of institutions’ Regulatory Banking Capital;

— Investment Book Large Exposures in relation to an affiliated enterprise of the bank or group of
institutions outside the group of institutions must not exceed 20 per cent. of the bank’s or group of
institutions’ Regulatory Banking Capital;

— the aggregate amount of Trading Book Large Exposures and Investment Book Large Exposures to
a client or group of clients must not exceed 25 per cent. of the bank’s or group of institutions’ Own
Funds; and

— the aggregate amount of Trading Book Large Exposures and Investment Book Large Exposures
must not exceed 20 per cent. of the bank’s or group of institutions’ Own Funds.

With the approval of the German Banking Supervisory Authority, a bank or group of institutions may
exceed these thresholds.

The term “group of institutions” for purposes of the Large Exposure limitations is defined in the same
manner as for capital adequacy purposes. See “Capital Adequacy Requirements”.

Financial Statements and Audits

The financial statements on the basis of which compliance with the capital adequacy requirements is
assessed must be prepared in accordance with the German Commercial Code (Handelsgesetzbuch)
and the Regulation on Accounting by Credit Institutions (Verordnung (ber die Rechnungslegung der
Kreditinstitute).

Under German law, the Bank must be audited annually by a certified public accountant (Wirtschaftsprtifer)
who has been appointed by the shareholders’ general meeting and mandated by the supervisory board.
A bank’s certified public accountant is required to inform the BaFin of any facts coming to the
accountant’s attention which give reason to deny or qualify the certifications of the bank’s annual
financial statements or adversely affect the financial position of the bank, as well as of any material
breach by the bank’s management of the law or the bank’s articles of association. The certified public
accountant is required to prepare a detailed and comprehensive annual audit report (Priifungsbericht),
which is submitted to the supervisory board of the bank, the BaFin, and the Bundesbank. In the report,
the accountant must confirm that the bank has complied with:

— the regulatory reporting requirements;

— the Large Exposures limitations;

— the limitations on extension of credit to borrowers forming a unit of borrowers;
— the principles as to capital adequacy and liquidity; and

— regulations concerning the prudential granting of credit.

In addition, the audit report must:

discuss in detail certain large loans and other important loans;
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— confirm compliance with certain provisions of the German Banking Act;

— match assets and liabilities bearing interest at fixed rates according to maturity and assets and
liabilities bearing interest at floating rates according to interest periods; and

— explain the effect of a change in interest rates on the unmatched portion of such assets and liabilities.

Reporting Requirements

In order to enable the BaFin and the Bundesbank to monitor compliance with the German Banking Act
and other applicable legal requirements, banks are required to file the following information with the
BaFin and the Bundesbank:

— immediate notice of certain organizational changes, the acquisition or sale of more than 10 per cent.
of the equity of another company or changes in the amount of such equity share, loss of 25 per cent.
of the Regulatory Banking Capital, the commencement or termination of certain non-banking
activities, the acquisition or termination of a significant participation in the bank giving notice, the
bank’s status as subsidiary, the existence, change in or termination of any “close relationship” with
another company (i.e., ownership of at least 20 per cent. of the capital or voting rights);

— on an annual basis, audited unconsolidated and consolidated financial statements for the bank;
— on a monthly basis, balance sheet and statistical information;

— on a monthly basis, compliance statements with regard to the capital adequacy rules and the
requirements on liquidity; and

— on a quarterly basis, a list of the borrowers to whom the reporting bank has granted loans of
€ 1.5 million or more and certain information about the amount and the type of loan, including
syndicated loans exceeding this amount even if the reporting bank’s share does not exceed
€ 1.5 million.

If several different banks notify the Bundesbank of loans of € 1.5 million or more to the same borrower,
the Bundesbank must inform each of the reporting banks of the total reported indebtedness and of the
type of such indebtedness of the borrower.

Enforcement of Banking Regulations; Investigative Powers

To ensure that German banks fully comply with all applicable regulatory and reporting requirements, the
BaFin requires that banks maintain an effective internal auditing department to monitor and control their
activities. In order to secure compliance with the German Banking Act and the regulations issued
thereunder, the BaFin and the Bundesbank may require information and documents from a bank and the
BaFin may conduct investigations of a bank. In addition, the BaFin may attend or convene meetings of
the bank’s supervisory board and of the bank’s shareholders.

The BaFin has a wide range of enforcement powers. It can remove the bank’s managers from office or
prohibit them from engaging in banking activities. If the Own Funds of a bank are not adequate or if the
liquidity requirements are not met (provided the bank has failed to remedy the deficiency within a certain
period), the BaFin may prohibit or restrict the distribution of profits or the extension of credit. These
prohibitions also apply to the parent bank of a group of institutions if the Own Funds of the bank’s group
enterprises do not meet the legal requirements. If the liquidity requirements are not met, the BaFin may
also prohibit further investments in illiquid assets.

If a bank is in danger of defaulting on its obligations to creditors, the BaFin may take emergency
measures to avert a default, including, among others:

issuing instructions relating to the management of the bank;

prohibiting the acceptance of deposits and the extension of credit;

prohibiting or restrict the managers of the bank from carrying on their functions; and

appointing supervisors.
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If these measures are inadequate to remedy the situation, the BaFin may revoke the bank’s license and,
if appropriate, order that the bank be shut down. In order to prevent the insolvency of a bank, the BaFin
has the authority to:

— prohibit payments and disposals of assets;
— close customer services; and
— prohibit the acceptance of payments other than in payment of debt owed to the bank.

Violations of the German Banking Act may result in criminal and administrative penalties.

Current Legislative Proposal to Enact a new Pfandbrief Act

The German legislature is currently revising the legislative framework for Pfandbriefe (bonds secured by
private property mortgages or public sector loans). The federal government has introduced in the
German legislature a bill for a new Pfandbrief Act which will replace the current Act on Pfandbriefe and
Related Bonds Issued by Public Pfandbrief Institutions (Gesetz lber die Pfandbriefe und verwandten
Schuldverschreibungen 6&ffentlich-rechtlicher Pfandbriefanstalten), the Mortgage Bank Act (Hypothek-
enbankgesetz) and the Ship Bank Act (Schiffsbankgesetz) and it is currently contemplated that the new
Pfandbrief Act will enter into force on 19 July 2005.

The new Pfandbrief Act is intended to harmonize the regulation of Pfandbriefe regardless of whether the
issuer is a public bank or a private bank. Under the current proposal, the provisions protecting the
interests of Pfandbrief creditors remain largely unchanged. Additional protective measures for the benefit
of Pfandbrief creditors are however still being discussed in the course of the legislative proceedings. One
of the major changes is the proposed abolishment of the principle of specialised mortgage banks. Under
the current proposal, universal banks will be authorized to issue Pfandbriefe if they meet the
requirements set out in the new Pfandbrief Act and additional requirements to be implemented by an
amendment to the German Banking Act. Consequently, WestLB will be authorised to issue Pfandbriefe
if it meets the aforementioned requirements.
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TAXATION

The statements below regarding taxation are based on the law and practice of the relevant specified
jurisdiction at the date of this Offering Circular and are subject to any subsequent changes in law or
practice (which could be made on a retroactive basis). The following statements do not constitute tax
aavice and do not purport to be a comprehensive description of all of the tax considerations that may be
relevant to a decision to purchase, own or dispose of the Capital Securities and may not apply equally
to all persons. Prospective purchasers of the Capital Securities are advised to consult their own tax
advisers concerning the tax consequences of their ownership of the Capital Securities.

Taxation in Jersey

Investors (other than residents of Jersey) are not subject to any tax in Jersey in respect of the holding,
sale or other disposition of Capital Securities. Payments of interest on Capital Securities will be made by
the Issuer without withholding or deduction for or on account of Jersey income tax.

No stamp duties are payable in Jersey on the acquisition, ownership, redemption, sale or other disposal
of Capital Securities. Stamp duty is payable in Jersey on the registration of Probate or Letters of
Administration relating to the death of an individual holder of Capital Securities with assets situate in
Jersey (which may, in some circumstances, extend to the Capital Securities) which is calculated by
reference to the value of the holder’s estate in Jersey.

Taxation in the Federal Republic of Germany

This chapter “Taxation in the Federal Republic of Germany” contains a summary of some important
German fiscal provisions that are relevant in connection with the acquisition, the holding and the sale or
redemption of the Capital Securities. This summary is not intended to be a comprehensive and complete
representation of all aspects that could be relevant to investors under German tax law. It is based on the
German tax law in force at the time of preparing this Offering Circular which may change at short notice,
even with retroactive effect. We therefore strongly recommend that potential investors seek advice from
their professional tax advisors with respect to the tax implications of the acquisition, the holding and the
sale or redemption of Capital Securities.

Investors tax resident in Germany

All interest payments made by the Issuer to investors tax resident in Germany (persons whose
residence, habitual abode, statutory seat, or place of effective management and control is located in
Germany) are subject to income or corporate tax plus solidarity surcharge in the amount of 5.5 % of the
relevant income or corporate tax liability. If Capital Securities are held as assets of a German commercial
business, these interest payments are subject to trade tax (Gewerbesteuer) also. If Capital Securities are
held in a custodial account maintained with a bank or financial services provider in Germany, including
branches of foreign banks or financial services providers in Germany (the “Disbursing Agent” —
inldndische Zahlstelle), withholding tax on interest income (Zinsabschlagsteuer) in the amount of 30 %
(plus 5.5 % solidarity surcharge thereon, i.e. a total of 31.65 %) will be withheld from the gross amount
of the interest payments. Tax withheld by the Disbursing Agent will be credited against the final German
income or corporate tax burden of the Securityholder.

Profits from the sale or redemption of the Capital Securities, including the profits achieved by a second
or subsequent purchaser, are deemed to be interest income and are subject to personal income or
corporate tax plus solidarity surcharge thereon under German tax law. If Capital Securities are held as
part of a German commercial business, such profits are subject to trade tax also. For Capital Securities
held in a custodial account maintained with a Disbursing Agent since the acquisition of the Capital
Securities, the Disbursing Agent will be required to withhold tax in the amount of 30 % (plus a 5.5 %
solidarity surcharge) of the difference between the sale or redemption proceeds and the purchase price
paid for the Capital Securities. If the Disbursing Agent has changed since the acquisition of the Capital
Securities, tax is withheld in the amount of 30 % of the sale or redemption proceeds. The tax withheld
will be credited against the final German income or corporate tax burden of the Securityholder.

Non-resident investors

Interest paid to a Securityholder and profits from the sale or redemption realized by a Securityholder not
resident in Germany will generally not be taxable in Germany and no tax will be withheld (even if the
Capital Securities are kept with a Disbursing Agent). Exemptions apply, for example, if (i) the Capital
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Securities are held as a business asset of a German permanent establishment or by a permanent
representative of the non-resident Securityholder, if (ii) the interest income of such Capital Securities
does otherwise constitute German source income and if (iii) the non-resident Securityholder does not
comply with the procedural rules to prove his status as a non-tax resident. In these cases, the
Securityholder not resident in Germany will be subject to a tax regime similar to that described above
under “Investors tax resident in Germany”.

Inheritance and Gift Tax

The transfer of Capital Securities in case of succession upon death, or by way of a gift among living
persons is subject to German inheritance and/or gift tax, if the deceased, donor and/or the recipient is
a German resident. German inheritance and gift tax is also triggered, if neither the deceased, the donor
nor the recipient of the Capital Securities are German residents, if the Capital Securities are attributable
to German business activities and if for such business activities a German permanent establishment is
maintained or a permanent representative is appointed in Germany. In specific situations, also German
expatriates that have been tax resident in Germany may be subject to inheritance and gift tax. Double
taxation treaties may provide for exceptions to the German inheritance and gift tax regulations.

European Union Directive on the Taxation of Savings Income

On 3 June 2003 the Council of the European Union approved Council Directive 2003/48/EC regarding
the taxation of savings income (the “Savings Directive”). Under the Savings Directive, if a paying agent
for interest on a debt claim is resident in one Member State of the European Union and an individual who
is the beneficial owner of the interest is a resident of another Member State, then the former Member
State will be required to provide information (including the identity of the beneficial owner) to authorities
of the latter Member State. “Paying agent” is defined broadly for this purpose and generally includes any
agent of either the payor or payee. The requirement under the Savings Directive is subject to the right
of Belgium, Luxembourg and Austria to opt instead to withhold tax on interest payments during a
transitional period (initially at a rate of 15 % but rising in steps to 35 % after six years). The effective date
is contingent on certain non-EU Member States (Switzerland, Liechtenstein, Andorra, Monaco and San
Marino), as well as dependent and associated territories in the United Kingdom and the Netherlands,
adopting equivalent measures so as to allow the effective taxation of savings income paid to EU
residents.

So far, not all non-EU Member States have adopted equivalent measures. As a result, the effective date
of the Savings Directive may be delayed. On July 19, 2004 the Council agreed in Council Directive
2004/587/EC to apply the Savings Directive, including the agreements with non-EU Member States, from
July 1, 2005 onwards. Germany has implemented the Savings Directive through the Interest Information
Regulation (Zinsinformationsverordnung — ZIV) of 26 January 2004.

Jersey is not a member of the European Union and therefore is not required to implement the Savings
Directive. However, the Policy & Resources Committee of the States of Jersey has announced that, in
keeping with Jersey’s policy of constructive international engagement, Jersey, in line with steps proposed
by other relevant third countries, proposes to introduce a retention tax system in respect of payments of
interest, or other similar income, made to an individual beneficial owner resident in an EU Member State
by a paying agent situate in Jersey (the terms “beneficial owner” and “paying agent” for this purpose
are as defined in the Savings Directive). The retention tax system would apply for a transitional period
prior to the implementation of a system of automatic communication to EU Member States of information
regarding such payments. During this transitional period, such an individual beneficial owner resident in
an EU Member State will be entitled to request a paying agent not to retain tax from such payments but
instead to apply a system by which the details of such payments are communicated to the tax authorities
of the EU Member State in which the beneficial owner is resident. Under the current proposals in respect
of the implementation of such a retention tax system in Jersey the Issuer would not be obliged to levy
retention tax in respect of interest payments made by it to a paying agent.
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SUBSCRIPTION AND SALE

Under a subscription agreement dated 11 May 2005, ABN AMRO Bank N.V., Deutsche Bank AG London,
Merrill Lynch International and WestLB AG (collectively, the “Managers”) have agreed to subscribe for
the aggregate principal amount of € 240,000,000 Capital Securities at the price of 100 per cent. of their
principal amount in order to sell the Capital Securities to investors. WestLB has agreed to pay to the
Managers a combined management, underwriting and selling commission of € 3,620,000. It is expected
that Capital Securities in the principal amount of € 118,000,000 will initially be purchased, directly or
indirectly, by shareholders of WestLB.

WestLB has undertaken to indemnify and hold harmless each of the Managers of any liability incurred
in the context of the subscription and sale of the Capital Securities. The Subscription Agreement entitles
the Managers to terminate it in certain circumstances prior to the issue of, and payment for, the Capital
Securities.

The Managers or their affiliates have provided from time to time, and expect to provide in the future,
investment services to the WestLB group, for which the Managers or their affiliates have received or will
receive customary fees and commissions.

Selling Restrictions

United States

Each of the Managers has represented and agreed that, except as permitted by the Subscription
Agreement, it will not offer or sell the Capital Securities within the United States of America or to, or for
the account or benefit of, U.S. persons (i) as part of its distribution at any time or (ii) otherwise until 40
days after the later of the closing date and the completion of the distribution of the Capital Securities, and
it will send to each dealer to which it sells Capital Securities during the 40-day distribution compliance
period a confirmation or other notice setting forth the restrictions on offers and sales of the Capital
Securities within the United States of America or to, or for the account or benefit of, U.S. persons. Terms
used in this paragraph have the meanings given to them by Regulation S under the Securities Act.

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

The Capital Securities may not be purchased by or transferred to any employee benefit, plan subject to
Title | of the U.S. Employee Retirement Income Security Act of 1974, as amended, any plan or
arrangement subject to Section 4975 of the Code, or any entity whose underlying assets include the
assets of any such employee benefit plans, plan or arrangements.

United Kingdom
Each of the Managers has represented, warranted and agreed that:

(i) it has not offered or sold and, prior to the expiry of a period of six month from the Issue Date, will
not offer or sell any Capital Securities to persons in the United Kingdom except to persons whose
ordinary activities involve them in acquiring, holding, managing or disposing of investments (as
principal or agent) for the purposes of their businesses of otherwise in circumstances which have not
resulted and will not result in an offer to the public in the United Kingdom within the meaning of the
Public Offers of Securities Regulations 1995, as amended from time to time;

(ii) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the meaning of
section 21 of the Financial Services and Markets Act 2000, as amended from time to time (“FSMA”))
received by it in connection with the issues or sale of any Capital Securities in circumstances in
which section 21(1) of the FSMA does not apply to the Issuer; and

(iii) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Capital Securities in, from or otherwise involving the United Kingdom.
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Jersey

Each of the Managers has represented and agreed that it has not offered or sold, and will not offer or sell,
the Capital Securities to any person resident for income tax purposes in Jersey.

France

Each Manager has acknowledged and agreed that it will not offer or sell, directly or indirectly, the Capital
Securities to the public in France, and offers and sales by it of the Capital Securities in France will only
be made to qualified investors, provided that such investors act on their own accounts, in accordance
with Article L411-2 of the Code Monétaire et Financier, as amended and Décret no. 98-880 dated
October 1, 1998, as amended. Accordingly, the Offering Circular has not been submitted to the Autorité
des Marchés Financiers. Each Manager has agreed that it will distribute neither the Offering Circular nor
any other offering material to the public in France.

Chague manager a admis et accepté que les titres ne pourront pas étre offerts ou vendus directement
ou indirectement au public en France et ne pourront I'étre qu’a des investisseurs qualifiés, sous réserve
que ces investisseurs agissent pour compte propre, au sens de larticle L-411-2 du Code Monétaire et
Financier, tel que modifié et du décret No. 98-880 du 1°" Octobre 1998 tel que modifié. Par conséquent,
ce prospectus n'a pas été soumis au visa de I'Autorité des Marchés Financiers. Chaque manager a
accepté que ni ce prospectus ni aucun autre document promotionnel ne pourront étre communiqués au
public en France.

Germany

Each of the Managers has confirmed that it is aware that no German sales prospectus (Verkaufsprospekt)
has been or will be published in respect of the Offering; and each of the Managers has represented and
agreed that it will comply with the German Securities Sales Prospectus Act (Wertpapier-
Verkaufsprospektgesetz) or any other laws applicable in Germany governing the issue, offering and sale
of the Capital Securities. In particular each Manager has undertaken not to engage in a public offering
(6ffentliches Anbieten) in Germany with respect to any Capital Securities otherwise than in accordance
with the Securities Sales Prospectus Act and any other act replacing or supplementing it and all other
applicable laws and regulations.

The Netherlands

Each Manager has acknowledged and agreed that it will not offer, sell, deliver or transfer the Capital
Securities in The Netherlands other than to persons who trade or invest in securities in the conduct of
a profession or business (which include banks, securities firms, investment institutions, insurance
companies, pension funds, other institutional investors and finance companies and treasury departments
of large enterprises).

Switzerland

Each Manager has acknowledged and agreed that it will not offer, directly or indirectly, the Capital
Securities to the public in Switzerland, and the Offering Circular does not constitute a public offering
prospectus as that term is understood pursuant to art. 625a or art. 1156 of the Swiss Federal Code of
Obligations (Schweizer Obligationenrecht)

General

No action has been taken in any jurisdiction that would permit a public offering of any of the Capital
Securities, or possession or distribution of the Offering Circular or any other offering material, in any
country or jurisdiction where action for that purpose is required. Each Manager has severally agreed that
it will, to the best of its knowledge and belief, comply with all relevant securities laws and regulations in
each jurisdiction in which it purchases, offers, sells or delivers Capital Securities or has in its possession
or distributes this Offering Circular or any other offering material.

Stabilisation

In connection with the issue, Merrill Lynch International or any person acting on its behalf may, on behalf
of the Managers, over-allot or effect transactions with a view to supporting the market price of the Capital
Securities at a level higher than that which might otherwise prevail for a limited period. However, there
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is no obligation on Merrill Lynch International or any agent of it to do this. Such stabilising, may be
effected on the Luxembourg Stock Exchange or otherwise. Such stabilising, if commenced, may be
discontinued at any time and, which in any case, will not exceed a period of 30 days after (and including)
the date of issue of the Capital Securities. Such stabilising shall be in compliance with all relevant laws
and regulations which might substantially differ from regulations and customs for such stabilisation
measures applicable in other jurisdictions.

Delivery of the Capital Securities

The Capital Securities will initially be represented by a temporary global security in bearer form without
coupons which will be exchanged not earlier than 40 days and not later than 180 days into a permanent
global security in bearer form without coupons upon certification as to non U.S. beneficial ownership of
the Capital Securities in accordance with the practices of Clearstream Banking AG, Frankfurt am Main
(“Clearstream Frankfurt”). Both the temporary and the permanent global security will be deposited with
and held by Clearstream Frankfurt and will bear the handwritten signature of the Issuer’s management
and a control signature of the Principal Paying Agent.

Co-ownership interests in Capital Securities may be transferred according to the applicable rules of
Clearstream Frankfurt. It is expected that the delivery of the Capital Securities will be made through
Clearstream Frankfurt against payment therefor in immediately available funds on 13 May 2005.
Physical certificates or interest coupons will not be issued. A copy of the global security will be free of
charge available with the paying agents named below.

Admission

The Capital Securities shall be admitted for trading on 13 May 2005 of the Luxembourg Stock Exchange.
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GENERAL INFORMATION

Subiject of this Offering Circular
The subject of this Offering Circular are the € 240,000,000 Capital Securities.

Clearing Codes

The Capital Securities have been accepted for clearance through the facilities of Clearstream Banking
AG, Frankfurt am Main, Euroclear and Clearstream Luxembourg under the following clearance codes:

ISIN: DEOOOAOD2FH1
Common Code: 021845167
Wertpapier-Kenn-Nummer (WKN): AOD2FH

Issue Date

The Capital Securities will be issued on 13 May 2005. The rights attached to the Capital Securities take
effect as of such Issue Date.

Yield to Maturity

There is no explicit yield to maturity. The Capital Securities do not carry a fixed date for redemption and
the Issuer is not obliged, and under certain circumstances is not permitted, to make payments on the
Capital Securities at the full stated rate.

Replacement

It is WestLB’s intention (although there is no obligation to do so nor any guarantee of future behaviour)
to cause the Silent Participation to be redeemed in accordance with Section 7 thereof, in whole (but not
in part), only to the extent that WestLB or any of its subsidiaries has raised funds in the period of six (6)
months preceding such redemption by the issuance of any securities ranking pari passu or junior
(including any class of share capital) to the Silent Participation, in an aggregate amount at least equal
to the aggregate original Nominal Amount of the Silent Participation.

Listing Documents for Inspection

Application has been made to list the Capital Securities on the Luxembourg Stock Exchange. In
connection with such application a legal notice relating to the issue of the Capital Securities and copies
of the constitutional documents of the Issuer will be deposited with the Trade and Commerce Register
in Luxembourg where such documents may be examined and copies obtained. So long as the Capital
Securities are listed on the Luxembourg Stock Exchange, the Issuer will maintain a paying agent in each
of Diisseldorf, Germany and Luxembourg.

At any time during the term of the Capital Securities the most recently published consolidated and
non-consolidated audited annual financial statements of WestLB, the most recently published consoli-
dated unaudited quarterly financial statements of WestLB and, once available, the most recently
available annual accounts of the Issuer, will also be available for inspection and obtainable free of charge
at the offices of the Principal Paying Agent in Dlsseldorf and the Luxembourg Paying Agent.

WestLB does not publish non-consolidated interim financial statements. The Issuer does not prepare
interim financial statements.

In addition, the following documents will be available for inspection and obtainable, free of charge, at the
offices of the Issuer and the Luxembourg Paying Agent:

(a) the Articles of Association (Satzung) of WestLB;
(b) the limited partnership agreement of the Issuer;

(c) the consents and authorisations referred to under “Authorisations” below; and
(d)

d) the consolidated financial statements of WestLB for financial years 2002, 2003 and 2004 as well as

the unconsolidated financial statements of WestLB for financial years 2002, 2003 and 2004.

103



Copies of these documents, as well as of financial statements and interim financial statements are also
available at the office of WestLB, Herzogstrasse 15, 40217 Disseldorf, Germany.

Incorporation by reference

The consolidated financial statements of WestLB for the financial years 2003 and 2004 and the
unconsolidated financial statements of WestLB for the financial years 2003 and 2004 and the Articles of
Association (Satzung) of WestLB are hereby incorporated in this Offering Circular by reference.

Notices

All notices to the Securityholders will be given by the Issuer (i) so long as any of the Capital Securities
is listed on the Luxembourg Stock Exchange and the Luxembourg Stock Exchange so requires, notices
relating to the Capital Securities shall be published in a leading newspaper with general distribution in
Luxembourg (this newspaper is expected to be the Luxemburger Wort, (ii) by mail, fax or electronically
to Clearstream Banking AG, Frankfurt am Main, Clearstream Banking, société anonyme and Euroclear
Bank S.A./N.V., and (iii) to the Luxembourg Stock Exchange through the Luxembourg Paying Agent. In
accordance with its published rules and regulations, each clearing system will notify the holders of
securities accounts to which any Capital Securities are credited of any such notices received by it.

No Material Change

Save as described herein, there has been no material adverse change in the financial position or
prospects of WestLB or the WestLB Group since 31 December 2004 or the Issuer since its formation on
27 April 2005.

Authorisations

The issue of the Capital Securities by the Issuer has been duly authorised by a board resolution of the
Issuer General Partner, dated 3 May 2005.

Legal Status

The Issuer was registered under the name “Hybrid Capital Funding Il Limited Partnership” under the
Limited Partnerships (Jersey) Law 1994, as amended, with the Jersey Financial Services Commission
on 27 April 2005. The Issuer was established for an unlimited duration, is not a legal entity separate from
its partners and has no operating history.

WestLB operates as a stock corporation under German law. WestLB is registered in the commercial
register (Handelsregister) of the lower courts (Amtsgericht) in Dusseldorf under No. HRB 42975 and in
Munster under No. HRB 6400 and has been established for an unlimited duration.

Litigation

Save as disclosed in this Offering Circular, neither WestLB nor the Issuer is or was during the past two
years involved in any litigation or arbitration proceedings relating to claims or amounts which could, if
determined adversely, have a material adverse affect on the financial position of WestLB or the Issuer
nor, so far as WestLB and the Issuer is aware, is any such litigation or arbitration pending or threatened.

Subsidiaries

A selective overview of WestLB’s equity participations as at 31 December 2004 is set out in the published
consolidated audited financial statements of WestLB for the year ended 31 December 2004.

Auditors

The consolidated and unconsolidated financial statements of WestLB have been audited without
qualification for the financial year ended 31 December 2002 by PwC Deutsche Revision Aktiengesell-
schaft Wirtschaftsprifungsgesellschaft, Moskauer Strasse 19, 40227 Disseldorf, and for the financial
year ended 31 December 2003 by Ernst & Young AG Wirtschaftsprifungsgesellschaft, Eschersheimer
LandstraBe 6, 60322 Frankfurt am Main, Germany. The auditors for the fiscal year ended 31 December
2004 are Ernst & Young AG Wirtschaftsprifungsgesellschaft, Eschersheimer LandstraBe 6, 60322
Frankfurt am Main.
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RECENT DEVELOPMENTS AND OUTLOOK

WestLB AG

For the financial year 2004, the bank reported a profit from ordinary activities of € 696.2 million in 2004.
This compares with a loss of € 1,950.4 million in the previous year. The marked turnaround in operating
results is due to the systematic management of risk, higher net interest income and the continued
reduction in costs.

Mainly as a result of provisions for approximately € 1.4 billion in respect of the Wfa state aid proceedings,
however, the Bank incurred extraordinary expenses which resulted in a net loss for the year of € 920
million. This will be met from capital reserves and the release of silent capital participations.

Net interest income rose by € 109.0 million (+7%) to € 1,657.3 million last year. This increase was mainly
attributable to higher income from sales of participations. The transfer of municipal loans to the Bank’s
subsidiary WIB had an opposite effect and, as a result, interest from lending and money market
transactions declined.

At € 234.4 million (previous year: € -1,098.3 million), the provisioning result from the lending business
is positive due to the systematic reduction of risk in the loan portfolio since 2003. Net commission income
fell by € 60.1 million to € 278.0 million. This was due to a reduction in fee income from lending due to
a greater sensitivity to credit risk. Net commission income from securities business, however, increased
during the year. Money market and securities trading produced profits of € 737.1 million. This is included
under the net interest income heading. Net income from trading operations rose by € 11.4 million to
€ -92.8 million, reflecting improved performance in the bond and equity trading businesses, but a decline
in foreign exchange trading.

Costs (personnel expenses and other administrative expenses) were reduced by a further € 35 million
in 2004. Operating expenses were cut by € 47.6 million to € 777.7 million, primarily as a result of
systematically enhancing IT efficiency. Personnel expenses, on the other hand, rose slightly to € 697.5
million. In addition to moderate increases in wages and salaries, this was due to the integration into
WestLB AG of roughly 650 employees from its subsidiary WestLB Systems. Therefore, despite
implementing planned headcount reductions, the total number of employees rose from 4,955 to 5,132 at
31 December 2004.

The positive contribution of € 35.4 million from securities and participations was largely due to income
from the disposal of investments. In the previous year the result of participations was adversely affected
by substantial write-downs attributable to the de-risking of the balance sheet. Despite the disposals of
2004, net reserves increased due to rising market values of holdings.

WestLB AG’s total assets declined by 1.6% to € 214.6 billion. Claims on customers fell by 17% to € 56.2
billion, largely due to active management of the credit portfolio aimed at reducing concentration risks.
Further loans totalling € 2.2 billion were transferred to WIB. Claims on banks increased by 23.6% to
€ 81.7 billion. The increase is closely related to the sharp decrease in cash/liquid debt instruments to
€ 3.9 billion. Securities/equalisation claims rose by 12.3% to € 57.5 billion. Following the sale of
investments such as TUI and the divestment of Landesbank Rheinland-Pfalz, the book value of equity
investments in affiliated and non-affiliated companies fell from € 8.9 billion to € 6.6 billion.

On the liabilities side, liabilities to customers fell by 3.4% to € 58.9 billion, with liabilities to banks rising
by 3.2% to € 94.4 billion. Certificated liabilities fell by 15.6% to € 35.8 billion. The Bank has a strong
liquidity position, both in terms of quality and quantity of its funding.

In February 2005, the State of NRW and the Regional Associations became direct owners of WestLB AG,
albeit of a negligible share (State of NRW 0.787%, each Regional Association holding 0.214%). The
change in ownership is due to the conversion of the second tranche of silent participations into share
capital which was agreed upon in June 2004. As the shares could not be transferred to NRW.BANK the
three shareholders became direct shareholders of WestLB AG in addition to their indirect ownership,
resulting in a marginal decline of WestLB AG’s shareholders as of year-end 2004, i.e. each Sparkassen
Association 30.372% and NRW.BANK 38.041%.

WestLB Group

The consolidated financial statements of the WestLB Group for 2004, which are scheduled to be
approved by the Supervisory Board on or about 19 May 2005, show that WestLB Group returned to
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operative earnings growth in 2004. After the high loss reported in the previous year, the WestLB Group
achieved a profit before tax (marked-to-market) excluding the charges resulting from the EU State Aid
proceedings of € 528.4 million. The WestLB Group thus clearly exceeded its target of € 357 million for
2004.

Mainly as a result of one-off expenses relating to the settlement of the EU state aid proceedings, WestLB
Group reports a loss after taxes (German GAAP accounting basis) of € -1,159.3 million (2003: € -1,897.4
million). This includes the payment of € 1,411.3 million to the State of North Rhine-Westphalia in
settlement of the Wfa proceedings as well as the expenses amounting to € 124.3 million resulting from
the pro-rata payment made by HSH Nordbank to its owners in conjunction with the settlement of the
similar State Aid proceedings relating to HSH Nordbank.

At 31 December 2004, WestLB Group’s total assets remained largely unchanged at € 253.8 billion
(2003: 256.2 billion). Business volume declined to € 349.2 billion (2003: € 365.2 billion).

WestLB Group’s positive operating result reflects a strong increase in net interest income after loan loss
provisions to € 1,709.6 million (2003: € 709.6 million).

The continuing adjustment of the lending portfolio resulted in a positive result from loan loss provisions
of € 117.9 million (2003: € -1,181.8) million. This also reduced the WestLB Group’s economic risk capital
requirement. The change of strategy implemented in 2004 contributed to a more risk-oriented lending
policy, as a result of which net commission income fell to € 336.4 million (2003: € 438.1 million).

Net income from trading operations amounted to € -170.5 million (2003: € 1.4 million). The positive trend
in trading with equities as well as equity and index derivatives was not sufficient to offset a negative trend
in trading with foreign exchange and interest rate products. However, profits from the money market and
securities trading business, which are shown under the net interest income as opposed to the trading
operations heading, totalled € 807.5 million.

Personnel expenses declined by over 6% to € 924.3 million (2003: € 984.7 million), reflecting, among
other things, the scheduled reduction in headcount to 7,154 (2003: 7,738) at December 31, 2004.

Financial and equity investments generated a profit of € 52.2 million, an increase of € 1,074.1 million on
the previous year. This is primarily the result of the systematic reduction of risks and sales of
non-strategic investments at Group level. In this context, on 11 May 2005 WestLB confirmed that it had
entered into an agreement with Aviation Capital Group, a subsidiary of Pacific LifeCorp, regarding the
sale of Boullioun Aviation Services. Closing is subject to various conditions and is expected within the
second quarter.

WestLB Group’s return on equity was 13.2% before taxes and 11.1% after taxes in 2004. This is in
contrast to the negative ROE posted in 2003. ROE figures are based on the marked-to-market valuation
of the trading portfolios and do not take account of the non-recurring expenses from the settlement of the
EU state aid proceedings.

Including the effects of the EU proceedings, WestLB Group’s regulatory core capital ratio as of
31 December 2004 was at 6.9% (2003: 5.7%). This figure is expected to rise to more than 7% following
receipt by WestLB of two tranches of hybrid core capital. The first tranche was received as a silent capital
contribution from Hybrid Capital Funding | Limited Partnership in the principal amount of US$ 300 million
on 22 April 2005. The silent capital contribution of € 240,000,000 described in this Offering Circular
constitutes the second tranche. WestLB intends to further strengthen its regulatory capital base to
compensate for the extraordinary expenses incurred as a result of the settlement of the EU proceedings.
WestLB AG’s shareholders will agree on an increase in WestLB’s share capital at a later date.

For the first quarter 2005 WestLB is expected to report a group net profit before taxes (marked-to-
market) of € 155.7 million, an increase on the figure of € 123.5 million for the same quarter of 2004. The
return on equity before taxes rose from 13.2% to 15.8%.

Outlook

In the second half of 2004, WestLB AG achieved a strategic turnaround. Further measures to accelerate
the turnaround for 2005 are implemented with respect to clients, products, and infrastructure.

On the client side, focus will be on a sales initiative in Corporate Banking and with the Sparkassen, on
increased cross-selling and the establishment of a sales and coverage committee, and on customer-
driven investment banking. Regarding products, the Bank plans to strengthen the co-operation with the
savings banks in real-estate finance, enhance retail/savings banks-oriented products, develop Private
Banking through organic and potentially external growth and extend Asset Management in co-operation
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with the savings banks. With respect to infrastructure, the goals are to increase return on assets, to
optimise balance sheet usage and allocation of capital, to enhance risk management; to maintain a
neutral treasury strategy, and to achieve cost reductions via pooled purchasing activities.

Despite the increasingly difficult macroeconomic environment, WestLB expects to be able to increase the
profit before taxes (marked-to-market) of the Group in 2005 as compared to 2004.
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