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Financial highlights of the Lenze Group

Sales — Number of employees — Personnel costs

€ in millions at 30 April each year € in millions

04/05  05/06 06/07 07/08 08/09 04/05 05/06 06/07 07/08 08/09 04/05 05/06 06/07 07/08 08/09
4662 529.0 5873 6208 505.4 2.896 3.032 3222 3449 3.203 1502 1593 1721 1843 1714

Capital investment expenditure Equity Balance-sheet total

€ in millions € in millions € in millions

04/05 05/06 06/07 07/08 08/09 04/05 05/06 06/07 07/08 08/09 04/05 05/06 06/07 07/08 08/09
147 211 154 256  19.7 157.7 1693 199.0 219.8 200.3 289.9 3104 339.8 3457 3420

Cash flow before tax EBIT Net income

€ in millions € in millions € in millions

04/05 05/06 06/07 07/08 08/09 04/05 05/06 06/07 07/08 08/09 04/05 05/06 06/07 07/08 08/09

Il o7

39.9 40.5 67.9 63.1 19.3* 28.8 29.5 55.8 48.8 7.0* 17.7 18.6 37.2 35.0 I

* before special items * before special items



Products

» Software and automation

components

» Control systems and
industrial PCs

» Frequency inverters

» Servo inverters

» Distributed drive
technology

» Standard three-phase a.c.
motors, synchronous and
asynchronous servo motors

» Gearboxes and geared
motors




Lenze worldwide

Algeria - Argentina - Australia - Austria - Belgium - Bosnia-Herzegovina - Brazil - Bulgaria - Canada -
Chile - China - Croatia - Czech Republic - Denmark - Egypt - Eire - Estonia - Finland - France - Greece -
Hungary - Iceland - India - Indonesia - Iran - Israel - Italy - Japan - Latvia - Lithuania - Luxembourg -
Macedonia - Malaysia - Morocco - Mauritius - Mexico - the Netherlands - New Zealand - Norway -
Philippines - Poland - Portugal - Romania - Russia - Singapore - Slovak Republic - Slovenia - South
Africa - South Korea - Spain - Sweden - Switzerland - Syria - Taiwan - Thailand - Turkey - United Kingdom -
USA - Yugoslavia - www.Lenze.com
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Letter to readers

Dear Reader,

The recently completed 2008/2009 financial year was overshadowed by
the financial and economic crisis. To begin with, only a few sectors in the
mechanical engineering industry showed any early signs of a reduction in
growth, but in the second half of our financial year there was a significant
slump in demand. In order to counter the uncertainty in the market
situation by making clear decisions, we lost no time in developing a
model of the course the crisis might take, for the purpose of orientation.
Using this as a basis, we were able at an early stage to take measures to
adapt our company to the new challenges.

Current analyses show that we cannot assume there will soon be
an improvement in the economic situation. At present we are seeing
stabilisation at a low level. To deal with this development, we have
successfully adapted our liquidity-control measures.

Because the good market situation we enjoyed in the 2007/2008
financial year will not be seen again for quite a long time, we have to
come up with creative solutions that enable us to adapt to the market
situation we are faced with today. What we must do is provide new
solutions for our customers' needs in the crisis. We are superbly equipped
to do this, for example by developing intelligent concepts that require
less outlay to achieve at least the same result.

Our solid financial basis and the investments in our portfolio continue
to give both our customers and us an excellent chance of success. This
lays the foundation for long-term cooperation.

We are constantly developing new products, which are currently
arousing great interest. Energy-saving products such as our new three-
phase AC motors offer our customers tremendous benefits. Our drive
design tool Drive Solution Designer (DSD) is one step ahead of the user in
creating solutions. The DSD produces both simple and complex solutions
within a very short time and also looks at alternatives. It does all of this
while taking into account energy efficiency, thus ensuring that we find
the right solution from this important point of view, too. Further support
is provided by our highly competent staff, who are trained to identify and
exploit value-added potential.

Our triad of competence, products and services forms the basis for
the long-term success of our customers. There can be no better way of
ensuring that we are ready to move forward quickly once demand starts
increasing again.

Aerzen, 21 August 2009

Dr. Erhard Tellbiischer
Chief Executive Officer, Lenze AG




Supervisory Board’s report

The financial year from 1 May 2008 to 30 April 2009

The Supervisory Board met five times in the reporting period to advise the
Executive Board and monitor its management work. The Executive Board
kept the Supervisory Board briefed on a regular basis with comprehensive,
up-to-date information, bringing to its attention all the issues requiring
decisions to be made by the Supervisory Board. The briefing process also
covered the area of risk management in the Group. On the basis of these
briefings, the Supervisory Board regularly discussed the company's
development with the Executive Board and formed its own impression of
the state of the company. The Supervisory Board discussed the lawfulness of
the company management with the auditors on the basis of the significant
business transactions in the financial year. In its discussions with the
Executive Board, the Supervisory Board was persuaded of the effectiveness
of the Lenze Group's organisation with regard to the compliance, the appro-
priateness and the efficiency of the management.

Supervisory Board meetings
The Supervisory Board met five times to confer during the reporting
period. The board meetings took place on 9 May 2008, 12 September
2008, 17 March 2009 and 7 May 2009. The balance-sheet meeting was
held on 15 September 2009.

Year-end and consolidated financial statements

The Executive Board drew up the year-end and consolidated financial
statements for the 2008/2009 financial year. Because the necessary legal
conditions have been met for an exemption from the obligation to
produce a consolidated financial statement in accordance with the
German Commercial Code (section 315a, subsection 3 HGB), the
consolidated financial statement was drawn up in accordance with

International Financial Reporting Standards (IFRS). These documents

have been checked and audited along with the book-keeping by the

Dr. Ulrich Wolters Dr. Jiirgen Krumnow Dr. Peter Lohse



Supervisory Board’s report

Karl Berg GmbH auditing company, Diisseldorf and Leipzig. With regard
to the existing early risk-detection system, the auditors certified that the
Executive Board has taken the necessary measures as required by section
91 subsection 2 of the German Stock Corporation Act, especially with
regard to setting up a monitoring system, and that the monitoring
system is suitable for the early detection of developments which can
threaten the survival of the company. The Supervisory Board has
scrutinised both the year-end and consolidated financial statements, the
management report and the Group management report for Lenze AG's
2008/2009 financial year, as well as the proposal for the appropriation of
net income as shown in the balance sheet, taking into account the
auditors' audit report and discussions with the auditors. The Supervisory
Board accepts the result of the audit by the balance-sheet auditor. After
the audit had been completed and the result presented, the Supervisory
Board raised no objections and approved the year-end and consolidated
financial statements. The year-end statement is thus certified.

Changes in the Supervisory Board and Executive Board
There have been no changes to the Supervisory Board and Executive
Board in the reporting period.

The Supervisory Board would like to thank the Executive Board, the
other members of the management, and all the employees in the Lenze

Group for their work and commitment.

Aerzen, 15 September 2009

For the Supervisory Board

s

Dr. Ulrich Wolters
Chairman

Dirk Schréder

Dr. Harald Klotzbach Dirk Brockmann



Management report

General economic conditions

The 2008/2009 financial year was very severely affected by the global
economic crisis that developed in the wake of the crisis in the financial
markets. The slump in the global mechanical engineering industry began
in November 2008, which meant that the entire second half of our
financial year, which ends on 30 April, was afflicted.

Triggered by the collapse of the Lehman Brothers Bank, the global
financial crisis led to severe restrictions in international financial
dealings. As a consequence, there followed an extended crisis of trust.
The situation was exacerbated by the increasing difficulty in financing
investments. This in turn brought about a big slump in investment
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Management report

The gross performance fell to €503 m after €625 m in the previous year.
This is attributable both to the decline in sales revenue and to the
liquidation of inventories.

Materials usage, which expresses the relation between the cost of
materials and the gross performance, came to 46.5% in the year under
review compared with 45.4% the year before. The main reasons for the
increase in the materials usage rate are the changes in the product mix
and the increased provision for risk on inventories.

Personnel costs fell from €184m in the previous year to €171m
in the 2008/2009 financial year. Taking into account wage and salary
increases of approximately 3.2 %, the €13 m decline in personnel costs is
attributable to cost-adjustment measures made necessary by the crisis.
Related to this, the number of people employed in the Lenze Group at the
end of the financial year fell by 246 people compared with the previous
year to 3,203. In Germany, short-time working was increasingly used
from January 2009 to cut costs. Despite these measures, which were
taken at short notice, the ratio of personnel costs to revenues rose from
30% in the previous year to 34 % in the year under review.

In addition to the personnel costs, expenditure on outside staff, which
is included under other expenses, was also reduced by over € 4m.

Depreciation and amortisation came to €14 m, thus remaining
roughly at the same level as in the previous year.

The other income and expenses, including the investment income, fell
mainly because of a cost-cutting programme that was launched at short
notice. There was a significant reduction of about €17 m, or circa 19 % of
the total proceeds, down from €94 m in the previous year to € 77 m.

In spite of the economic crisis, we have for the most part maintained
our commitment to the area of research and development. More than
€37 m, compared with just under €39 m the previous year, was spent on
developing new products and refining our existing product portfolio. In
relation to sales revenues, expenditure on research and development in
the year under review thus rose by more than 7%, compared with just
over 6% the previous year.




Management report

The operating result before interest, tax and special items fell from just
under €49 m the previous year to approximately € 7m in the 2008/2009
financial year. Only about two thirds of the drastic and — above all — very
sudden drop in the total proceeds by €122 m could be compensated for
by cost-cutting. Material expenditure fell by € 50 m, which is roughly pro-
portional to revenue. Operating costs were reduced by €30m as a result
of cost-cutting measures introduced at short notice. This meant that we
were able to achieve a very positive operating result despite the global
economic crisis.

The expectation that the economic crisis will take on major
proportions and only allow gradual recovery over a period of several years
has made it necessary to take measures that lead to structural
adjustments.

In determining these measures, we have taken great care to ensure
that our performance will not be diminished in the eyes of our customers.

In particular, spending on a social compensation plan and similar
expenditures led to a one-off burden of more than €17 m in the year-end
results. This has ensured that our business can be successful in the
medium and long term despite sales revenue that is much lower than in
the previous year.

The net investment expenditure increased slightly by just under€1m
because during the financial year we raised long-term loans whose
reinvestment led to a net interest load.

In the 2008/2009 financial year we recorded a positive income-tax
position as a result of the capitalisation of deferred taxes. This is
attributable to expected tax reductions as a result of using existing
tax-loss carryovers in the future.

Owing to the drop in the operating result and also as a result of the
one-off burdens, the Group's earnings after tax come to €-9m.
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Net worth position

At the end of the 2008/2009 financial year, the Lenze Group records
assets amounting to €342 m. In comparison with the previous year, this
represents a fall of €-4m, or -1%, and is not significant.

Net worth position 2008/2009 2007/2008 Change
€ in millions % € in millions % € in millions %
Assets
Non-current assets 134 39 122 35 12 10
Current assets 208 61 224 65 -16 -7
Inventories 88 26 105 30 =17 -16
Trade receivables 57 17 93 27 -36 -39
Cash 49 14 15 5 34 220
Other assets 14 4 11 3 3 34
Balance-sheet total 342 100 346 100 -4 -1
Equity and liabilities
Equity capital 200 59 220 64 -20 -9
Non-current liabilities 50 14 21 6 29 138
Current liabilities 92 27 105 30 -13 -13
Balance-sheet total 342 100 346 100 -4 -1

In comparison with the previous year, the non-current assets increased by
€12m, or just less than 10 %, to €134 m. This is primarily attributable to
investments in software and in property, plant and equipment, and to the
capitalisation of deferred taxes.

The current assets fell by €16m, or 7%, in comparison with the
previous year. There were some significant changes within the current
assets. In connection with the substantial decline in sales revenues in
the 2008/2009 financial year, the inventories and the trade receivables
were reduced by a total of €53 m. At the same time, the cash and cash
equivalents rose by € 34 m. This means that the Lenze Group has cash and
cash equivalents worth a total of €49 m at the end of the 2008/2009
financial year.
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With regard to equity and liabilities, the Lenze Group records equity
capital amounting to €200 m at the end of the financial year. The fall in
equity in comparison with the previous year is attributable to the Group's
net loss for the 2008/2009 year and to the dividends paid out for the
2007/2008 financial year.

The Lenze Group's equity capital ratio at 30 April 2009 stands at 59 %
compared with just less than 64 % in the previous year. This means that
the Lenze Group has an above-average amount of equity capital at its
disposal.

The non-current liabilities have increased by €29m as a result of
taking out loans.

The current liabilities decreased by €13 m. In addition to the current
provisions, the supply liabilities and other liabilities fell by a total of
€10m. The current financial liabilities increased by € 2 m.

Equity and non-current liabilities thus cover 73 % of the overall assets
at the balance-sheet date, compared with 70 % in the previous year.
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Financial situation

The decrease in earnings in the 2008/2009 financial year as a result of the
slump in sales revenues and the expenditure on necessary structural
changes significantly encumbered the gross cash flow (before taxes).

Cash flow statement 2008/2009 2007/2008 Change

€ in millions € in millions €in millions %
Net cash flow (before taxes) 19 63 -44 -69
Change in net working capital 23 -11 34 >100
Investments (without acquisitions and disposal of business) -17 -23 6 -27
Net cash flow after investments 25 29 -4 -12
Tax payments -14 -14 - -
Distribution of profit -11 -12 1 -5
Acquisitions (-) / Disposal of business (+) 3 -1 4 >100
Repayment of net financial liabilities -3 -2 -1 63
Utilisation of the operative cash flow =25 -29 4 -12

On the other hand, the reduction in working capital improved the Lenze
Group's financial situation noticeably in the 2008/2009 financial year.
As a result of the drop in sales revenues, the trade liabilities
decreased by €36m in comparison with the previous year. The adjust-
ment of the inventories in accordance with the reduced volume in busi-
ness could not be carried out completely because of the lower
outflow of merchandise and the very short reaction times we had
to deal with. Nonetheless, the stock inventory was reduced by just over
€17m, which also contributed appreciably to an improvement in the
financial situation. Overall, the working capital decreased to € 23 m.

After allowing for investments totalling €17 m, there is a net cash
flow from the operating business amounting to €25m compared with
€29m in the previous year. This means that we were able to almost
completely balance the reduction in the gross cash flow (before taxes)
compared with the prior year.
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Net financial balance in € millions

+4
+2

-19
-23

2004/2005 2005/2006 2006/2007 2007/2008 2008/2009

Tax payment and the dividend payment from the 2007/2008 financial
year led to the complete utilisation of the earned cash flow. After
allowing for the disposal of one holding, we were able to improve the
net financial balance, bringing it to about €4 m.

As a result of the global economic crisis, the net financial receivables
increased slightly again at the end of the financial year despite the
considerable economic burden.

The cash flow grew from €15 m in the previous year to €49 m at the
end of the 2008/2009 financial year as a result of taking out medium-
term and long-term loans.

In connection with the setting up of the logistics centre in France, the
liabilities from operating leases rose from € 38 m in the previous year to
€45m at the end of the year under review.

Despite the economic crisis, the Lenze Group's financial situation is
good. We have been able to ease the cash-flow situation substantially.
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Personnel

The number of staff employed in the Lenze Group fell by 246 people from
3,449 in the previous year to 3,203 at the end of the year under review.
This is primarily attributable to cost-adjustment measures. The average
number of staff employed in the year under review totalled 3,345
compared with 3,413 employees in the prior year.

The average number of staff employed in Germany in the 2008/2009
financial year fell from 1,931 to 1,861 people. This means that the
proportion of the total workforce employed in Germany fell from 57 %
the previous year to just less than 56 %.
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Risk reporting

An important part of our day-to-day work involves an alert, controlled
approach to business opportunities and risks. Top priority is given to
avoiding risks that could possibly threaten the survival of the company. In
order to ensure that this is done, we have installed a risk-management
system that systematically detects and assesses risks at an early stage,
covering the internal auditing and corporate controlling systems and
playing an integral role in our current organisational and management
structures.

In classifying risks, we distinguish between strategic and operative
risks.

Strategic risks can have a long-term impact on the success of our
company and particularly affect developments in technology and the
markets. We work to identify - at an early stage - any trends that could
turn into significant risks for our business, and we achieve this by
carrying out intensive observation of the market and our competitors and
by engaging in a continual dialogue with our customers, suppliers and
technology partners.

We divide operative risks into specific groups: research and
development, procurement, production and logistics, sales, personnel,
information technology, and finances. For each of these groups we have
systematically worked out the potential risks and we regularly check to
see whether potential risks to our business are becoming more concrete.
If this is the case, we immediately implement counter-measures on the
basis of a careful analysis and assessment of the risk and then monitor
their effect.

The global economic crisis, which took on an increasingly tangible
form in the wake of the crisis in the world's financial system in the
2008/2009 financial year, made it necessary to take special risk-preven-
tion measures. To achieve this, we identified the areas of risk where the
probability of risk occurrence had risen significantly as a result of the
economic crisis. This involved the following five key areas of risk.
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Loss of receivables

The dramatic decline in demand for industrial goods together with the
expectation that the crisis will persist in the long term increases the risk
that there will be losses in trade receivables. The merchandise-credit
insurance companies are less willing to provide cover, and because
they insure a large part of our trade receivables, this increases the risk
further. In order to limit this risk, we have increased the risk-oriented
transparency of our customer receivables, ensured greater precision in
the Group-wide guidelines for dealing with trade receivables, and in
individual cases we have taken specific safety measures. We continue to
take full advantage of the available insurance protection.

Failure of suppliers

The reliable supply of components and other pre-production materials is
an important prerequisite for being able to earn profits. The changed
environment has considerably increased the danger of supplier failure.
We have analysed the risks using a more comprehensive and deeper
Group-wide assessment of our suppliers in the light of criteria that can
give us indications of a possible failure in the future. Wherever the
likelihood of failure has reached a critical level, measures are taken
to guarantee supplies. These necessary measures include establishing
another source of supply, relocating tools, or increasing stocks.

Stock utilisation

The outflow of stock has slowed down because of the drop in sales, and
this harbours the risk of a substantially increasing need to devalue or
scrap the stock. Apart from that, cash resources are being tied up in
stocks. In order to adjust the amount of stock in accordance with the
reduced sales volume and to ensure we can avoid devaluing and
scrapping stock, we have systematically reduced the inflow of
merchandise, increased the risk-oriented transparency of the merchan-
dise, reviewed the goals relating to the range of stock coverage, in some
cases adjusting them, stored inventories in central storage, and carried
out specific recycling measures.
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Erosion of margins

The lower levels of capacity utilisation among our customers as a result
of the economic crisis are being accompanied by demands for price
adjustments from suppliers. Because revenues are falling at the same
time, this represents a particularly serious risk. Such an approach does
not hold any adequate prospects for the future. We have therefore
developed a concept that puts our customers in a stronger competitive
position. We call this concept Drive Solutions. The effect is to ensure that
our customers have lower costs overall but more powerful machines and
processes. This is how we can counteract the erosion of margins.

Protecting liquidity
Sustaining the capacity to pay is an essential condition of being able to
sustain a company's capacity to do business. The global economic crisis
was triggered by a crisis in the financial system that has not yet been
overcome. The readiness to grant as much credit as before and at the
same conditions as before has decreased markedly, even though many
banks have received subsidies from the state. In order to protect our
liquidity under these conditions, which also include the difficulty of
planning corporate development, we have done the following: we have
reduced our investments in long-lived assets. This does not represent a
restriction in our performance because in the preceding years we
extended our investments. By systematically reducing the net working
capital in the second half of the 2008/2009 financial year, we were able
to release a considerable amount of funds hitherto tied up in the working
capital. We also took out medium-term and long-term loans. As a result,
we were able to record a positive net financial balance and released
liquidity amounting to approximately € 49 m at the balance-sheet date.
In addition we are preparing to expand the medium-term credit lines.
The above-mentioned measures for limiting risks within the Lenze
Group are being continuously audited by teams who possess not only
the necessary knowledge of auditing but also knowledge of the field
being audited. Once any needs for adjustments have been identified,
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NI AAA

the necessary measures are taken immediately. The teams report
continuously on their procedures and the results.

We asked our auditing company to check our risk-management
system in the 2008/2009 financial year. The audit showed “that the

Executive Board has taken the appropriate measures as required by
section 91 subsection 2 of the German Stock Corporation Act, especially
with regard to setting up a monitoring system; and that the monitoring

system is suitable for the early detection of developments that can
threaten the survival of the company”.
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Research and development

Lenze provides its customers in the mechanical and systems engineering
industry with a portfolio of integrated drive and automation technology
products. For the automotive industry in particular we offer both
standardised distributed drive technology and individual product
developments. In the field of mobile electric drives, we concentrate on the
utility vehicle sector. What we promise our customers has a name:
Optimizing, Rightsizing and Solutionizing. In Optimizing, we focus on a
thorough analysis of the customer's drive task. By Rightsizing we mean
putting together a perfectly matched combination of products from our
set of mechatronic modules. With Solutionizing, we create added value
all along the added-value chain, for example by means of custom-made
product combinations and engineering services. Our goal in research and
development is to fulfil this solutions-related promise by making the
necessary set of system modules available. This then covers the needs of
those who use machinery and systems, and especially their intralogistics
requirements, and it helps our customers to achieve high productivity
and reliability in their machinery and systems. At the same time, it is also
very easy to use.

Although there was a slight reduction in spending on research and
development, which fell by just under €2m to around €37 m, the share
of turnover rose from 6.3 % to 7.3 % in the year under review. This shows
that innovation is still a major priority for Lenze despite the big fall in
sales due to the financial crisis. The number of staff involved in research
and development is unchanged at around 300. What we have reduced are
the costs for external development work, which now accounts for about
20% of the total expenditure. Our strategy has paid off: working together
intensively with external development partners has both expanded our
expertise and lent flexibility to our capacity. In spite of the concentration
of the workforce now necessary, we have pushed ahead as planned with
the extension of our drive and automation platform, L-force.
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By creating the Drives and Automation Business Units, we have signifi-
cantly streamlined our product organisation. The entire product portfolio
is jointly planned and decided by the two Business Units. Product
development is organised decentrally, but the work is done using
standardised development processes that are centrally coordinated.
Overall, the way we have organised development achieves optimal
potential through the centralised control of the product portfolio and the
highly effective decentralised work done on development, where there is
a high level of identification with the product, cross-site collaboration in
the development processes, and the use of synergies.

In exploiting our new central Drive Technology Laboratory, we
have further increased the scope of the system verifications that our
products have to undergo. We have built a systems-testing facility that
uses a system-oriented environment in which the products have to
demonstrate their interplay in the overall system. This means we can
ensure that the individual components not only fulfil the demands made
on them but that they also work together properly with the other parts
of an automation system.

Energy efficiency became increasingly important in 2008 as a key
factor in designing machinery and systems. In the next few years,
minimum degrees of energy efficiency will become legally required in the
European Union as part of the EUP guidelines, and Lenze has been
making intensive efforts to get the use of inverters accepted and
consequently subsidised as an alternative to high-efficiency motors.
Using inverters is the best way of increasing the energy efficiency of a
drive system. By controlling the drive, the amount of energy used can be
precisely adapted to the needs of the process. This is why Lenze is
promoting the intelligent use of energy and inverter-based control as a
means of increasing energy efficiency in drive systems. To bolster this
policy, we have included an Energy Performance Certificate function in
our Drive Solution Designer (DSD) software tool, which enables users to
select the most suitable components for a drive application. This function
rates the amount of energy a drive application uses. It also compares
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alternative solutions in terms of both the application parameters and
the components used, thus enabling the user to select the best possible
option. The DSD is a tool that gives our customers an expert basis for
increasing the performance efficiency of their machines. The DSD makes
it far easier to design drives and to choose the components — using our
tried and tested knowledge of solutions as a basis.

Following the successful launch of the L-force Inverter Drives 8400
series the previous year, we have continued to expand this range of
frequency inverters in order to be able to provide more customer
application solutions. The software functionality in the Highline model
includes positioning functions. This means that medium-performance
positioning applications can be solved with frequency-inverter
technology, which is much less expensive than servo drives. We have also
greatly expanded the range of communications systems supported by
the Inverter Drives 8400. All the established field-bus systems and the
most important Ethernet-based communications systems are supported.
The Inverter Drives 8400 can now also be equipped with drive-integrated
safety functions. All in all, the Inverter Drives 8400 series, with its wide
range of modular and scalable hardware and its software functionality, is
the basis on which we can offer our customers products tailor-made for
their applications. This family of modular products is able to solve more
than 90% of all drive application tasks in production engineering and
intralogistics. We have also taken revolutionary steps in the area of pro-
duction and logistics, where we are doing an outstanding job of fulfilling
our quality and supply commitments.

The entire Inverter Drives 8400 product space will range from simple
applications to servo applications with medium-range performance
requirements. The Inverter Drives 8400 are thus excellent for meeting the
demands in the mid-technology range. For the higher technical demands
in more complex applications, including all the safety technology
requirements, we offer the L-force Servo Drives 9400 range of products.
This range, which we have been successfully marketing since 2005,
has been extended in some areas to increase the amount of system
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integration. Overall, this has brought the Servo Drives 9400 range of
products to a high level of maturity.

The next generation of our distributed-drive technology, which will be
installed right inside the machinery or on the motor, relies on the
modular system in the L-force 8400 range of products. Wall-mounted
models with a high degree of protection are being developed for
applications in the automobile-production industry that require a
comprehensive set of drive-integrated safety functions and Ethernet-
based communications systems. The first of these 8400 protec appliances
are currently being piloted by a leading automobile manufacturer.
With this model we are following the trend that sees all motors being
controlled by inverters in the future, with these inverters usually being
installed locally rather than centrally. As regards intralogistics appli-
cations, we are focussing on simple inverters that are installed in the
motor itself. The same trend is evident here, too: driving all motors by
means of inverters and thus achieving defined drive behaviour and a high
level of energy efficiency.

In our smv inverter series, we have extended the power range of the
IP65 protection class, which is also designed for use outside, taking it up
to 22 kW. In the model used for switch cabinets, these products are now
available in a power range up to 45 kW.

In the field of electromechanics, i.e. motors and gearboxes, our focus
in the reporting period was on the standard three-phase AC motors. We
launched a Basic Series of motors in order to have a uniform product for
the simplest motor applications throughout the entire Lenze Group. Also,
a new line of L-force motors was developed and launched. Thanks to a
wide range of motor options (sensors, brakes, separately driven fans),
they are very adaptable and create complete system integration with our
successful G-Motion geared motors. These application motors and our
geared motors are available in the IE2 (or EFF1) efficiency class, which will
become the standard next year. Numerous small-scale improvements
and refinements were carried out on our range of servo and geared
motors. Together with the scalable range of inverters, this family of




Management report

electromechanical modules forms the basis of our mechatronic modules.
These enable us to achieve excellence in our Rightsizing, i.e. putting
together the perfect combination of components for an individual
application.

We extended our L-force automation portfolio in the reporting period
by adding the L-force Controls 1/O-System 1000. A large number of these
1/0 systems are required in all automation applications. The 1/0O System
1000 offers our customers a system that is one of the most modern
that the market has to offer in terms of its modularity, scalability and
usability. It features a highly deterministic control of input and output
modules, which includes importing touch-probe inputs needed for
synchronising movements in synchronised production processes.
Combining a minimal internal cycle time with a time stamp, it ensures
that even the highest speed requirements can be met. This makes it
suitable for use in real-time-based architectures. In addition to providing
connectability with bus couplers such as CANopen and PROFIBUS, we
naturally offer connection options for established industrial Ethernet bus
systems like EtherCAT, too. We will be steadily extending the 1/0 Systems
1000 range in the next few years. This will include the integration of
PC-based control technology into the system.

Our industrial-PC-based control system is being used by more and
more of our customers. Particularly successful is an application with a
very dynamic tripod robot, which is used in the food-processing industry.
We are generally continuing to expand our automation portfolio so as to
be able to offer our customers complete automation solutions from one
source in addition to drive technology.

In the period under review, we gained a new area of business, that of
drives for mobile applications. Our subsidiary Schmidhauser AG in
Romanshorn, Switzerland, has over 15 years of experience in developing
AC inverters for motor vehicles. In the past, these have been only niche
or pilot applications, but in the foreseeable future the use of electrical
drives in motors looks as though it will increase significantly. City buses
are the pioneers. Here, the use of hybrid drives is already paying off
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economically because of the high mileage and the frequent stopping
and starting at bus stops. Other uses can be foreseen in mobile work
machines and agricultural machines. We have therefore decided to
develop drives for these applications, building on our experience and
our ongoing collaboration with Schmidhauser AG. Our expertise and our
drives for vehicles are in high demand. We are happy to be able to make
a positive contribution to the electrification of motor vehicles and at

the same time to the environment, too.
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Prospects for the new financial year

Any assessment of the way the global economy will develop over the next
12 months is still hampered by an extraordinary amount of uncertainty.
The crisis in the financial markets has not yet been overcome. Substantial
government aid programmes to boost the economy seem to be taking
effect in Germany, but we cannot discern signs of recovery in the world
economy yet. Germany's next parliamentary elections take place in
autumn this year. It remains to be seen whether this will be followed by
more significant changes in the economic climate.

Overall, our sales volume followed the downward trend in mechanical
engineering. This trend bottomed out at the end of the 2008/2009
financial year. The first three months of the new financial year are
running at the same unsatisfactory level. We currently assume that there
will be no significant recovery in this financial year. The company is now
in a position to work cost-effectively at the current level in the medium
term and the long term. At the same time we have taken care to ensure
that we maintain our power of innovation so that we can continue to
offer our customers an attractive range of products and services.

In the 2008/2009 business year, only the second half of the year was
completely affected by the economic crisis. The decline in sales volume
will therefore only become fully clear in the current financial year.
Accordingly, we are planning for more pressure on earnings in this
new financial year. Especially in Germany, the process of making cost
adjustments is very time-consuming, which is why the cost-cutting
measures we have introduced will not fully take effect until the coming
2010/2011 financial year.
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Unless the crisis worsens significantly in the current year, we will weather
the exceptionally deep global recession successfully. The sometimes
difficult measures necessary to achieve this goal have now been taken.
Thanks to our considerable efforts in the past, we have at our
disposal a comprehensive range of up-to-date products and an excel-
lently trained workforce who are able to offer our customers strong

drive-technology solutions and automation systems. We have taken all

the measures required to come through this crisis strengthened.
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Balance sheet

€ in thousands Note 30 April 2009 30 April 2008
Assets
Intangible assets (1) 37,135 37,614
Property, plant and equipment (2) 80,727 74,611
Investments in associate companies 1,970 2,131
Other investments and long-term loans 2,715 3,218
Non-current investments (3) 4,685 5,349
Other non-current assets (4) 1,631 1,976
Deferred tax assets (25) 9,525 2,352
Non-current assets 133,703 121,902
Inventories (5) 88,138 104,466
Trade receivables (6) 56,618 92,953
Other current receivables and other assets (7) 8,093 6,972
Current tax receivables 6,903 4,185
Securities 1,731 636
Cash and cash equivalents 46,855 14,549
Liquid funds (8) 48,586 15,185
Current assets 208,338 223,761
342,041 345,663

Equity and liabilities

Subscribed capital (9) 32,000 32,000
Capital reserves 43,805 43,805
Revenue reserves 130,895 151,620
Accumulated income and expense recognised directly in equity —7,509 -9,132
Equity attributable to the shareholders of Lenze AG 199,191 218,293
Minority interests 1,080 1,512
Equity 200,271 219,805
Provisions for pensions and siimilar obligations (10) 5,754 6,102
Other non-current provisions (11) 6,691 5,551
Non-current financial liabilities (12) 36,760 6,583
Other non-current liabilities 807 2,076
Deferred tax liabilities (25) 212 766
Non-current liabilities 50,224 21,078
Current provisions (13) 54,524 58,243
Current financial liabilities (14) 8,035 6,746
Trade liabilities (15) 18,948 25,277
Other current liabilities (16) 10,039 14,514
Current liabilities 91,546 104,780

342,041 345,663




Consolidated financial statements

Income statement

€ in thousands Note 2008/2009 2007/2008
Sales revenue (19) 505,380 620,787
Increase/decrease in finished goods and work in progress -3,307 3,195
Other own work capitalised 383 553
Total proceeds 502,456 624,535
Cost of materials —233,777 —283,635
Gross profit 268,679 340,900
Personnel costs (20) -171,355 —184,256
Depreciation and amortisation —13,858 —-13,530
Other operating expenses (21) -96,646 -111,907
Other operating income (22) 19,687 16,943
Income from shareholdings (23) 489 676
Profit before special items 6,996 48,826
Special items (24) —-17,305 -
Operating profit (EBIT) -10,309 48,826
Financial result (25) —877 —490
Profit before taxes -11,186 48,336
Income tax (26) 2,483 -13,297
Profit after taxes -8,703 35,039
Minority interests —362 —655

Net profit after minority interests -9,065 34,384
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Statement of recognised income and expense

€ in thousands 2008/2009 2007/2008
Profit after tax -8,703 35,039
Currency-translation differences 715 -3,139
Actuarial gains and losses -119 872
Market valuation of available-for-sale financial instruments - 19
Net change 596 —2,248
Deferred taxes for equity changes recognised directly in equity -2 -230
Equity changes recognised directly in equity 594 —2,478
Total result for the period -8,109 32,561
Attributable to the shareholders of Lenze AG —8,222 31,815
Minority interests 113 746
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Cash flow statement

€ in thousands Note 2008/2009 2007/2008
Profit after tax —8,703 35,039
Change in non-current provisions 520 1,308
Depreciation and amortisation 13,858 13,530
Other non-payment-related expenses

and income -7,138 —2,007
Profit from disposal of fixed assets -1,559 -124
Gross cash flow -3,022 47,746
Change in inventories 17,788 —4,582
Change in receivables and other assets 31,426 -2,670
Change in other provisions —-3,726 -1,299
Change in trade liabilities and other liabilities -14,426 -1,892
Change in working capital 31,062 -10,443
Net cash flow from operating activities (27) 28,040 37,303
Purchase of intangible fixed assets -1,191 -1,635
Purchase of property, plant and equipment -17,996 —23,283
Purchase of investments -560 -54
Acquisition (-)/disposal of business

operations (+) 2,750 -676
Proceeds from disposal of fixed assets 2,939 1,898
Net cash flow from investments (28) -14,058 —-23,750
Distribution of profits —11,227 -11,861
Change in non-current financial liabilities 160 —4,678
Raising/redeeming bank loans 30,177 -3,726
Net cash flow from financing activities (29) 19,110 —-20,265
Change in cash and cash equivalents 33,092 -6,712
Change due to exchange-rate fluctuations 319 -98
Change due to changes in the consolidated

group structure -10 -
Liquid funds at 1 May 15,185 21,995
Liquid funds at 30 April (30) 48,586 15,185
Cash and cash equivalents 46,855 14,549
Securities 1,731 636
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General

The consolidated financial statements of the Lenze Group have been
prepared by Lenze AG based in Aerzen, Hans-Lenze-Strasse 1, as the
parent company. In accordance with German law, Lenze AG is registered
as a public limited company in the commercial register of the District
Court of Hanover under HRB 100972.

The financial year of Lenze AG and its subsidiaries covers the period
May 1st to April 30th. The consolidated financial statements are prepared
in euros. All amounts in the balance sheet, income statement, cash flow
statement and the statement of recognised income and expense are
stated either in thousands of euros (€ k) or in millions of euros (€ m).
In order to improve the transparency of the consolidated financial
statements, certain balance-sheet and income-statement positions have
been summarised and separately disclosed and explained in the notes.

The core business of the Lenze Group comprises the manufacture of
mechanical and electronic drive and automation systems, covering the
total added-value chain from projection to installation.
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Application of International Financial Reporting
Standards (IFRS)

In accordance with section 315a subsection 3 of the German Commercial
Code (HGB) in conjunction with European Union regulations (EC No.
1602/2002), the consolidated financial statements of Lenze AG are
prepared voluntarily in accordance with the International Financial
Reporting Standards (IFRS) as decreed by the International Accounting
Standard Board (IASB). These IFRS consolidated financial statements
exempt the company from the obligation to prepare consolidated financial
statements in accordance with the German Commercial Code (HGB) and
from the obligation to disclose the individual financial statements of
certain subsidiary companies (see ‘Other notes’ section, Note 33).

The IFRS are applied in the form in which they have been transposed
into national law within the framework of the endorsement process by
the European Commission. In addition, the Commercial Law provisions
resulting from section 315a subsection 3 in conjunction with subsection
1 of the German Commercial Code (HGB) have been fulfilled. All
requirements of each of the compulsory standards applicable at the
balance-sheet date have been completely fulfilled with the exception of
IAS 24 (disclosure of the remuneration of and the consequent liabilities
towards the former and present Executive Board and Supervisory Board).

The standards that have been newly introduced or amended in the
reporting period are disclosed and assessed in the following table. There
is no early application of relevant standards

Standard or Interpretation Effective Adopted by Effects
from EU

IFRIC 12: Service concession arrangements 01.01.2008 26.03.2009 none

Improvements to IFRS (2007) passed May 2008 01.01.20091 24.01.2009 none

IAS 27: Consolidated and separate financial statements —

costs of investment in a subsidiary, jointly controlled 01.01.2009 24.01.2009 none

entity or associate

Amendments to IAS 32 and IAS 1: Puttable financial 01.01.2009 22.01.2009 none

instruments and obligations arising on liquidation

IAS 1: Presentation of the statements (revised 2007) 01.01.2009 18.12.2008 none

IFRIC 14: The limit on a defined benefit asset, 01.01.2008 17.12.2008 none

minimum funding requirements and their interaction

IFRIC 13: Customer loyalty payments 01.07.2008 17.12.2008 none

Amendment to IFRS 2: Share-based payments — 01.01.2009 17.12.2008 none

vesting conditions and cancellations

Amendment to IAS 23: Borrowing costs 01.01.2009 17.12.2008 none

Amendment to IAS 39 and IFRS 7: Financial instruments —

recognition and measurement 01.07.2008 16.10.2008 none

IFRS 8: Segment reporting 01.01.2009 22.11.2007 impairment test

Lin one case effective from 1.7.2008
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Scope of the consolidated financial statements

The Group structure as at 30 April 2009 is disclosed after the notes to
financial statements and the audit report. The participation is 100 % if

not otherwise explicitly indicated.

The consolidated financial statements of the Lenze Group comprise
the holding company, Lenze AG, and all subsidiaries in which Lenze AG
directly or indirectly holds the majority of the voting rights. This includes
10 (prior year 12) domestic and 36 (prior year 35) foreign subsidiaries.
Lenze pogonska tehnika d.o.o., Celje/Slovenia, which was founded in the

previous year, was consolidated for the first time.

In the reporting year there was an internal restructuring which did
not have any effect on the consolidated financial statements. The Drive
Technology division of what used to be Lenze Drive Systems GmbH,
Aerzen, was transferred to Lenze Drives GmbH, Extertal. At the same
time, the independent division Automation in the same company was
assigned to Lenze Digitec Controls GmbH, Meerbusch, which as from the
reporting year trades under the name Lenze Automation GmbH,
Meerbusch. The purely production and logistics-related activities stay
with Lenze Drives Systems GmbH; this company was renamed at the
beginning of the reporting year and is now called Lenze Operations

GmbH, Aerzen.

000 Lenze, Moscow/Russia was founded in the reporting year. it has

not yet been consolidated because of a lack of materiality.

The two companies LS Automation GmbH & Co. KG, Constance, and
Jag-Werbung Lenze GmbH & Co. KG were excluded from the scope of
consolidation because of a lack of materiality. The shares in encoway
GmbH, Bremen, were disposed of at the beginning of the reporting year.
The proceeds from the disposal accrued completely in the reporting year.

The equity interest in Lenze Bachofen AG, Uster/Switzerland is
treated as an associate company. This associate company is included in

the consolidated financial statements using the equity method.
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Consolidation methods

The consolidated financial statements are based on the individual
financial statements of the consolidated companies of the Lenze Group
as at 30 April 2009. They have been prepared using a set of uniform rules
in accordance with IFRS and have been certified by independent auditors.
In the case of associate companies, which are assessed at equity, the
same accounting policies are applied to determine the proportionate
equity. For this purpose, the most recent audited financial statements of
each company have been used.

In accordance with the IFRS 3 requirements, identifiable assets and
liabilities related to acquisitions from May 1st 2003 on are recorded at
fair value and any remaining positive difference is reported as goodwiill.
In addition, from May 1st 2003 on, there is no longer any scheduled
amortisation of goodwill; instead, there is non-scheduled amortisation
based on an impairment test applying IAS 36. If the recoverability of the
goodwill is no longer given, an impairment loss will be recognised.
Otherwise, the amount of goodwill stated is maintained at the same level
as in the previous year. Goodwill is accounted for at the affiliated
companies in their functional currency. If the purchase price of the
investment is lower than the identified assets and liabilities, the
difference is recognised with effect on income in the year of acquisition.

The assets newly recognised at their fair value are depreciated over
their individual useful lives. If the useful life is indefinite, any need to
recognise impairments is determined using the same method as for the
goodwill.

Write-downs as well as write-ups of interest in affiliated companies
in individual financial statements are reversed in the consolidated
financial statements. Intra-group profits, sales, expenses and income, as
well as all receivables and liabilities between consolidated companies, are
eliminated. Intercompany profits were immaterial for investments valued
using the equity method.
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For consolidation procedures that lead to temporary differences, the
income-tax effects are taken into account and deferred-tax positions are
recognised.

The consolidation methods and accounting policies applied in the
previous year were retained, with the exception of the changes due to
new or amended standards.
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Currency translation

In the individual financial statements, monetary items (liquid funds,
securities, receivables and liabilities) in a foreign currency are translated
at the exchange rate at the reporting date in accordance with IAS 21.
Hedged items are also valued at the period-end exchange rates in
accordance with IAS 21. The resulting unrealised gains or losses are com-
bined with reciprocal amounts arising from the fair-value valuation of
derivative financial instruments. Non-monetary items in foreign currency
are carried at their historical exchange rates. Currency-translation
differences from the conversion of monetary items are recognised with
effect on income. The income statement contains (as part of other
operating income or expenses) netted exchange-rate losses from
operational foreign-currency transactions.

The functional currency concept is applied in accordance with IAS 21
on the translation of financial statements of consolidated companies
abroad. As the foreign companies conduct their business operations
independently in accordance with the management strategy practised
in the Lenze Group, the national currencies represent the functional
currencies. Consequently, assets and liabilities are translated at the year-
end exchange rate, while income and expenses are translated at the
average exchange rate of the financial year. Any currency-translation
difference arising therefrom is taken to equity. If any consolidated
companies are taken out of the scope of consolidation, currency-
translation differences are dissolved with effect on income.

Differences arising from capital consolidation are included under
financial assets and liabilities and are translated using the historical
exchange rates for acquisitions up to and including the year 2005.

The translation of proportionate net equity of the foreign associate
companies is also done using the exchange rate at the balance-sheet
date. The translation difference is taken to equity (€—6,554k, as at
30 April 2009). The currency translation of monetary items with effect on
income resulted in exchange losses of €2,976k (previous period
€5,276k) and exchange income of €6,471k (previous year €2,925k)
during the reporting period.
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Accounting policy

The financial statements included in the consolidated statements as at
30 April 2009 are prepared in accordance with uniform accounting and
measurement principles.

Intangible assets are recognised at cost minus scheduled amortisation
over their useful lives. Intangible assets purchased in connection with
a business combination are recorded at fair value at the date of the
acquisition. The useful life of software, know-how and licence rights
ranges from 2 — 8 years.

Research costs are in principle recognised as a current expense in
accordance with IAS 38. Development costs are recognised in the same
way, since the IAS 38 conditions for the capitalisation of the development
costs are currently not fully met; this is primarily because of the risk at
commercial launch.

Goodwill and intangible assets with indefinite useful lives are tested
for impairment at least once a year. Intangible assets with limited useful
lives are tested for impairment only if there are specific indications that
they might be impaired. The Lenze Group always applies “value in use” to
determine the recoverable amount of goodwill and of intangible assets
with indefinite useful lives. This is based on the planning current at the
time. The planning assumptions are adapted to reflect the current state of
knowledge. They include reasonable assumptions about business trends
and historical developments. The estimation of cash flows is generally
based on the expected growth rates of the drives and automation
technology business sector.

For impairment tests, goodwill has to be allocated to other assets or
group of assets, so-called cash-generating units. This allocation reflects
synergy effects that the Lenze Group expects to be derived from the
business combination at acquisition. Our acquisitions were made in order
to strengthen the overall drive and automation business. Consequently,
goodwill represents payments made in expectation of future economic
benefit and future synergies in the drive and automation technology
business.

The highest level within the entity at which goodwill is allocable is the
entity’s primary or secondary reporting format (in accordance with IAS 14
in the 2008/2009 financial year). Since Lenze AG is not obliged to do
segment reporting, this ruling has to be applied as a fiction. The Lenze
Group possesses one drive and automation technology business segment,
but there are three regional segments: Europe, America, and Asia.
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Consequently, the goodwill has to be allocated to the three regional
segments.

Property, plant and equipment is capitalised at acquisition or
production cost and is depreciated on a scheduled basis using the
straight-line method over the useful life. The cost of production of self-
constructed property, plant and equipment is calculated on the basis of
the directly attributable costs as well as an appropriate share of over-
heads including depreciation. Repair and financing costs are recorded as a
current expense.

As regards government grants for the acquisition or production of
assets (investment grants), the IAS 20.24 option is applied, reducing the
cost of the acquisition or production by the amount of the grants.

The following useful lives are strictly applied to the scheduled

depreciation of property, plant and equipment:

Factory buildings 25 years
Other buildings 40 years
Machinery and technical equipment 4 to 7 years
Vehicles 3to 5 years
Other facilities, operational and office equipment 3 to 10 years

Both the useful lives and assumed residual values are reviewed on an
annual basis within the framework of the preparation of the annual
financial statements. Any adjustments required are presented as a
correction of regular depreciation over the remaining useful life of the
assets. If necessary, special write-downs are charged in accordance with
IAS 36 and are subsequently reversed if the original reasons for the write-
down no longer apply. The prerequisites for finance leases in accordance
with IAS 17 are currently not fulfilled. Accordingly, no leased assets are
capitalised in the balance sheet and there are no compulsory liabilities.
Financial instruments are recognised at amortised cost and at fair
value. Available-for-sale financial assets are always carried at fair value in
accordance with IAS 39. For changes in fair value due to temporary
fluctuations, deferred taxes are recognised in equity without effect on
income. Non-temporary impairments to financial assets are examined
with an impairment test in accordance with IAS 39. The fair value always
equals the market or stock value. If no active market exists, especially for
non-listed participations, the valuation is effected at cost, reduced by
value adjustments if applicable. Additionally, the fair value is determined
by discounting future payments with market interest rates. Non-current
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securities in the “held to maturity” category and loans are valued at
amortised cost like financial liabilities.

Interest swaps, combined interest and currency swaps and forward
exchange contracts are used as derivative financial instruments to
control the risk of changes in interest rates and exchange rates, mainly
in the context of financing the acquisition of foreign subsidiaries.
Various measures serve to limit the risks. These primarily include the
organisational separation of settlement, accounting and control as well
as regular reports on open positions and results from valuation at market
prices. The contracts are only carried out with banks with the strongest
creditworthiness. A precondition for the accounting of hedging
relationships (hedge accounting) is that the definite hedging relationship
between the hedged item and the hedging instrument is documented and
verified. The accounting treatment of changes in the fair value of hedging
instruments depends on the type of hedging relationship. In the case
of hedging against the risk of change in the carrying amount of balance-
sheet items (fair-value hedges), both the hedging instrument and the
hedged-risk portion of the hedged item are measured at fair value.
Valuation changes are recognised with effect on income. In the case of
hedges of future cash flows (cash-flow hedges), the hedging instruments
are also measured at fair value. Valuation changes of the effective portion
of the derivative financial instrument are at first recognised in the reserve
for cash-flow hedges directly in equity, and are only recognised in the
income statement when the hedged item is recognised with effect on
income. The ineffective portion of a hedge is recognised immediately with
effect on income. Derivative financial instruments which are used by the
Lenze Group in accordance with business management criteria for the
hedging of interest, foreign currencies and prices, but which do not meet
the strict criteria of IAS 39, are classified as financial assets or liabilities at
fair value through profit or loss.

Receivables and other assets (except derivative financial instruments)
are initially valued at fair value upon recognition, and subsequently at
amortised cost. For all these positions, all identifiable specific risks are
taken into account with adequate valuation allowances. Foreign-currency
receivables are recorded at the exchange rates at the balance sheet date.

Inventories are measured at purchase or production cost or at the
lower net realisable value. Production cost includes direct costs and the
share of overheads directly attributable to the production process,
including depreciation on production facilities. For the measurement of
inventories that are ordinarily interchangeable, the weighted average-cost
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formula is used. Borrowing costs are not capitalised. If necessary, inven-
tories are measured at the lower net realisable value, which is the esti-
mated selling price less the relevant selling costs incurred until the sale.
If the reasons for the impairment of the inventory no longer apply, the
write-down is reversed.

Deferred taxes are calculated on all temporary differences between the
amount stated in the IFRS balance sheet and the related tax value.

Deferred tax assets are recognised for tax losses carried forward if it is
likely that sufficient future taxable profits are available in the customary
planning period. The accruals are carried at the expected tax charge or
discharge in subsequent financial years, based on the expected tax rate
at the time of realisation. The tax consequences of dividend payments
are only taken into account at the time a decision about the profit
distribution is made. Deferred tax assets that are unlikely to be realised
within a clearly predictable period are reduced by valuation allowances.
Deferred tax assets and deferred tax liabilities are offset when the tax
authorities are identical and matching maturities exist.

The actuarial valuation of pension provisions uses the mandatory
projected unit credit method for defined benefit plans, in accordance with
IAS 19. For this process, the salary and pension increases that are to
be expected in the future are taken into account together with the
retirement pay and the vested entitlements known at the balance-sheet
date. In accordance with IAS 19.93A, Lenze AG reports the effective value
of the obligation by recognising the actuarial gains and losses without
effect on income, net of deferred taxes.

The tax provisions contain obligations resulting from current income
taxes. Deferred taxes are disclosed in separate items of the balance sheet
and income statement.

In accordance with IAS 37, other provisions are recognised when a
present obligation to a third party exists arising from a past event that
is likely to result in a future outflow of resources and can be reliably
estimated. Provisions not resulting in an outflow of resources in the next
reporting period are discounted. The settlement value also reflects
expected cost increases. Provisions are not offset against claims for
reimbursement.

Non-current liabilities are recorded at amortised cost. Differences
between the historical cost of acquisition and the repayment amount are
amortised using the effective interest method. Current provisions are
recognised at their repayment or settlement value. Foreign-currency
liabilities are converted using the exchange rate at the balance-sheet date
and recorded in the income statement.
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Sales revenue are recorded after the risk has passed to the buyer or after
services have been rendered, less sales deduction. Interest income and
interest expenses are recorded pro rata temporis. Dividend income is
recognised on the date at which the dividend decision is taken.

Financial assets and liabilities
We distinguish between the following categories:

1. Financial assets held for trading
Only derivatives are presented in this category.

2. Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or
determinable payments not listed on an active market. They begin when
the Lenze Group supplies liquidity, goods or services directly to a debtor.
Purchased receivables also have to be integrated here. Loans and
receivables are shown in the balance sheet under other receivables and
other assets.

3. Financial assets available for sale
Financial assets available for sale are non-derivative financial assets that
are not to be assigned to another category.

4. Financial liabilities
Financial liabilities encompass both liabilities that are measured at
amortised cost, using the effective-interest method, and liabilities
measured at fair value.
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Estimates and assumptions by management

In preparing the consolidated financial statements, to a certain extent
estimates and assumptions have to be made which affect the reported
amounts of assets and liabilities, income and expenses, and the related
disclosure of contingent liabilities in the reporting period. These estimates
and assumptions relate primarily to the assessment of the recoverability
of intangible assets; the consistent definition, throughout the Group, of
the economically useful lives of property, plant and equipment; the
recoverability of receivables; the accounting and valuation of provisions;
and the feasibility of future tax savings. In addition, assumptions and
estimates are used for the impairment test of the goodwill. The estimates
and assumptions are based on underlying propositions that reflect the
current state of available knowledge. In particular, the expected future
development of business was based on the information available at the
time these consolidated financial statements were prepared. If there are
any developments in these underlying conditions that diverge from the
assumptions and lie outside the management’s field of influence, the
balanced amounts can vary from the original estimates. If the actual
developments do differ from those that are expected, the underlying
assumptions and, if necessary, the carrying amounts of the assets and
liabilities affected are adjusted.

At the time these consolidated financial statements were prepared,
the underlying assumptions and estimates were not subject to any
ascertainable risks, so that from its current point of view, the
management sees no need for any material adjustment to the carrying
amounts of assets and liabilities reported in the consolidated balance
sheet in the following financial year.
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Notes to the balance sheet

1

Intangible assets

Developments in the 2007/2008 financial year Software and Goodwill Total
€ in thousands licences

Accumulated acquisition cost at 1 May 2007 13,412 33,931 47,343
Currency-translation differences =70 -38 -108
Changes in the scope of consolidation 12 - 12
Additions 1,623 - 1,623
Disposals —845 - —845
Transfers 37 - 37
Accumulated acquisition cost at 30 April 2008 14,169 33,893 48,062
Accumulated amortisation at 1 May 2007 9,457 38 9,495
Currency-translation differences 52 -38 -90
Changes in the scope of consolidation - - =
Additions 1,855 - 1,855
Disposals -839 - —839
Transfers 27 - 27
Accumulated amortisation at 30 April 2008 10,448 - 10,448
Net book value at 30 April 2008 3,721 33,893 37,614
Developments in the 2008/2009 financial year Software and Goodwill Total
€ in thousands licences

Accumulated acquisition cost at 1 May 2008 14,169 33,893 48,062
Currency-translation differences 117 113 230
Changes in the scope of consolidation —-480 -33 =513
Additions 1,191 - 1,191
Disposals —818 - —818
Transfers - - =
Accumulated acquisition cost at 30 April 2009 14,179 33,973 48,152
Accumulated amortisation at 1 May 2008 10,448 - 10,448
Currency-translation differences 66 - 66
Changes in the scope of consolidation -477 - —477
Additions 1,754 - 1,754
Disposals -774 - -774
Transfers - - =
Accumulated amortisation at 30 April 2009 11,017 - 11,017
Net book value at 30 April 2009 3,162 33,973 37,135

Of accounted goodwill, €13,180k is allocable to the regional segment

America and €20,793 k to the regional segment Europe.
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Within the framework of the impairment test, the carrying amounts of the
regional segments, including goodwill allocated to these regions, are
compared with their recoverable amount. The recoverable amount is
determined on the basis of the current medium-term planning allowing
for a weighted average cost of capital (WACC) of around 8.3% p.a. after
income taxes and constitutes the present value of the expected future
payment surplus (value in use). For the long-term period (starting
2018/19) a growth discount of 1.5 % is taken into account.

The value-in-use forecast in the impairment test is based on the latest
official planning for the 2009/2010 financial year. In the past financial
year, the gross profit fell by 19.5%. We expect a further decrease in the
gross profit in the 2009/2010 financial year. In the subsequent years we
expect growth in the market for drive technology. After the end of the
detailed planning period (2018/19), a growth rate of 1.5 % p.a. is assumed.
Margin and cost developments are based on past experience. Possible
divergences from important budget assumptions that can reasonably be
taken into consideration would not have led to an impairment of goodwill.

Research and development costs recorded as a current expense in the
year under review amounted to € 37,337k (€ 39,088 k in the previous year).
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Property, plant and equipment

Developments in the 2007/2008 Land and buildings Technical Other facilities, Payments made Total
financial year incl. buildingson ~ equipment and operating and on account and
€ in thousands third-party land machinery office equipment assets under

construction
Accumulated acquisition cost at
1 May 2007 69,764 71,243 61,738 1,667 204,412
Currency-translation differences —856 —-386 -575 26 -1,791
Changes in the scope of consolidation - - 39 - 39
Additions 8,383 5,110 7,341 2,410 23,244
Disposals -144 —2,928 -1,704 - -4,776
Transfers 300 19 1,561 -1,917 -37
Accumulated acquisition cost at
30 April 2008 77,447 73,058 68,400 2,186 221,091
Accumulated amortisation at 1 May 2007 34,084 59,949 46,327 - 140,360
Currency-translation differences -176 —224 -505 - -905
Changes in the scope of consolidation - - 2 - 2
Additions 1.853 3,841 5,981 - 11,675
Disposals -127 -2,813 —-1,685 - —4,625
Transfers 42 -1,201 1,132 - =27
Accumulated amortisation at 30 April 2008 35,676 59,552 51,252 - 146,480
Net book value 2008 41,771 13,506 17,148 2,186 74,611
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Developments in the 2008/2009 Land and buildings Technical Other facilities, Payments made Total
financial year incl. buildingson ~ equipment and operating and on account and
€ in thousands third-party land machinery office equipment assets under

construction

Accumulated acquisition cost at

1 May 2008 77,447 73,058 68,400 2,186 221,091
Currency-translation differences 1,425 353 -53 —66 1,659
Changes in the scope of consolidation - - -110 - -110
Additions 281 6,358 6,366 4,991 17,996
Disposals =12 -989 —4,451 —-808 —6,260
Transfers 299 1,004 352 —1,655 -
Accumulated acquisition cost at

30 April 2009 79,440 79,784 70,504 4,648 234,376
Accumulated amortisation at 1 May 2008 35,676 59,552 51,252 - 146,480
Currency-translation differences 1 160 -183 - —22
Changes in the scope of consolidation - - -84 - -84
Additions 1,903 4,172 6,094 - 12,169
Disposals -3 -878 -4,013 - -4,894
Transfers 2 1 -3 - =
Accumulated amortisation at 30 April 2009 37,579 63,007 53,063 - 153,649
Net book value 2009 41,861 16,777 17,441 4,648 80,727

In the 2008/09 financial year, government grants amounting to €55k
(previous year €100k) were obtained. At the end of the reporting period
security interest was in existence for property, plant and equipment
amounting to €1,729k (previous year €1,600k).
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3 Non-current investments

Developments in 2007/2008 Investments in Investments Non-current Non-current Total
financial year associate (available securities loans
€ in thousands companies for sale)

Accumulated acquisition costs at

1 May 2007 2,109 4,063 440 4,520 11,132
Currency-translation differences 16 - - - 16
Changes in the scope of consolidation - —2,297 - - —2,297
Appreciation in fair value - - 19 - 19
Additions 694 35 - 19 748
Disposals —688 - -132 -1,487 -2,307
Accumulated acquisition costs at

30 April 2008 2,131 1,801 327 3,052 7,311
Accumulated amortisation at 1 May 2007 - 1,230 13 705 1,948

Currency-translation differences - - - - —

Changes in the scope of consolidation - - - - —

Additions - 27 - - 27
Disposals - - -13 - -13
Accumulated amortisation at 30 April 2008 - 1,257 - 705 1,962

Net book value at 30 April 2008 2,131 544 327 2,347 5,349
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Developments in 2008/2009 Investments in Investments Non-current Non-current Total
financial year associate (available securities loans

€ in thousands companies for sale)

Accumulated acquisition costs at

1 May 2008 2,131 1,801 327 3,052 7,311
Currency-translation differences - - - - =
Changes in the scope of consolidation - 309 - - 309
Appreciation in fair value - - - - =
Additions 433 255 - 305 993
Disposals -594 -1,328 —50 -1,014 —2,986
Accumulated acquisition costs at

30 April 2009 1,970 1,037 277 2,343 5,627
Accumulated amortisation at 1 May 2008 - 1,257 - 705 1,962
Currency-translation differences - - - - =
Changes in the scope of consolidation - - - - =
Additions - - - - =
Disposals - -1,020 - - -1,020
Accumulated amortisation at 30 April 2009 - 237 - 705 942
Net book value at 30 April 2009 1,970 800 277 1,638 4,685
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Investments in associate companies

Shares of assets and liabilities in associate 30 April 2009 30 April 2008
companies

€ in thousands

Non-current assets 47 45
Current assets 2,861 3,812
Non-current provisions and liabilities —286 —-295
Current provisions and liabilities —652 -1,431
Book value 1,970 2,131
Share of positions in associate 2008/2009 2007/2008
companies' income statements

€ in thousands

Operating income 9,318 11,795
Operating expense 8,736 -10,902
Operating profit 582 893
Financial result -29 11
Profit before tax 553 904
Income tax =120 =210
Associate companies' profit after tax 433 694
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Other non-current assets 4
€ in thousands 30 April 2009 30 April 2008

Other assets 1,631 1,976

Total 1,631 1,976

This includes derivates, among other things.

Inventories 5
€ in thousands 30 April 2009 30 April 2008

Raw materials and supplies 53,076 56,949

Unfinished and finished products

and goods 35,062 47,517

Total 88,138 104,466

The inventories which have been written down amount to €20,780k
(previous year € 21,345 k). At the balance-sheet date, inventories were not
used to secure liabilities. There are no significant contracts that would
require the application of IAS 11 accounting (long-term completion of
contracts) at the reporting date.

Trade receivables 6
€ in thousands 30 April 2009 30 April 2008

From associate companies 448 1,188

From other companies 56,170 91,765

Total 56,618 92,953
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Other current assets

€ in thousands 30 April 2009 30 April 2008
VAT receivables 1,466 1,697
Other assets 5,252 3,932
Prepaid expenses 1,375 1,343
Total 8,093 6,972
Liquid funds
€ in thousands 30 April 2009 30 April 2008
Cash and cash equivalents 46,855 14,549
Securities 1,731 636
Total 48,586 15,185

This balance-sheet item contains cash, current bank balances accounted

at their nominal value, and short-term securities. The liquid funds also

constitute the liquid reserve fund in accordance with IAS 7.9.
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Equity

The development of equity over the past two financial years is reported
in the following statement of changes in equity:

€ in thousands Subscribed  Capital Revenue Accumulated income and expense Lenze AG  Minority Total
capital  reserves  reserves recognised directly in equity share interests equity
Currency  Pensions AFS Cashflow
translation securities ~ Hedges
Balance 30 April 2007 32,000 43,805 132,765 -5,068 -1,164 = -527 201,811 -2,819 198,992
Other
comprehensive
income, gross - - - -3,230 872 19 - -2,339 91 —2,248
Deferred tax - - - - -218 -5 -7 =230 - -230
Other
comprehensive
income, net - - - -3,230 654 14 -7 -2,569 91 —2.478
Profit after tax - - 34,384 - - - - 34,384 655 35,039
Reclassification - - -196 - 8 - 188 - - -
Change in the scope
of consolidation - - -3,813 - - - - -3.813 3,926 113
Profit - - -11,520 - - - - 11,520 —341  -11,861
Balance 30 April 2008 32,000 43,805 151,620 —8,298 =502 14 -346 218,293 1,512 219,805
Other
comprehensive
income, gross — — — 964 -119 — - 845 —249 596
Deferred tax - - - - -2 - - -2 - -2
Other
comprehensive
income, net - - - 964 -121 - - 843 —249 594
Net loss for the year - - —9,065 - - - - —9,065 362 —8.703
Reclassification - - -780 780 - - - - - -
Consolidated
result = = -9,845 1,744 -121 = = -8,222 113 -8,109
Change in the scope
of consolidation - - - - - - - - -198 -198
Profit distribution - - —-10,880 - - - - —-10,880 —347 -11,227
Balance 30 April 2009 32,000 43,805 130,895 —6,554 —623 14 —346 199,191 1,080 200,271

Subscribed capital (€ 32,000 k) and the capital reserves (€ 43,805 k) reflect
the balances in the individual financial statements of Lenze AG. The sub-
scribed capital is divided into 6,400,000 registered no-par-value shares.
There are no preferred shares, authorised or conditional capital, own
shares or share-option plans. Revenue reserves contain the accumulated
retained profits of the consolidated affiliated companies since first-time
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consolidation and the effects of consolidation measures. The cumulative
currency-translation differences arising without effect on income, effects
from the offsetting of actuarial losses that do not affect income, and
the measurement at fair value of hedging instruments are reported in
accordance with IAS 39 as (accumulated) “income and expense
recognised directly in equity”.

The Executive Board and the Supervisory Board of Lenze AG propose
to the annual general meeting the resolution that no dividend shall be
paid. The loss for the year, which amounts to €10,575k, will be offset
against the revenue reserves.

Minority interests concern Lenze-Rotiw Sp.z 0.0., Katowice (Poland),
Lenze Systemy Automatyki Sp.z o.0., Torun (Poland) and Lenze UAB,
Kaunas (Lithuania).

The objective of capital management is to maintain an appropriate
ratio between borrowed funds and equity.

Provisions for pensions and similar obligations

Pension obligations in the Lenze Group comprise defined benefit plans
which are both funded and unfunded. Provisions for pension obligations
are determined on the basis of the projected unit credit method in
compliance with IAS 19. In this process, the future obligations are valued
at the balance-sheet date applying actuarial calculations and considering
the relevant parameters. Actuarial reports on this are created annually.
The calculations are generally based on a discount rate of 6.25%
(previous year 5.7%) and a rate of salary and pension progression of
2.0% (previous year 2.0%) and, in Germany, on the new generation
tables “Reference Table 2005 G” by Prof. Dr. Klaus Heubeck. The pension
provisions refer mainly to German and western European companies.
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In the financial year, the pension obligations changed as follows:

€ in thousands Present value Fair value of Net pension
of pension plan assets obligation
obligations
Balance 1 May 2007 11,412 -4,659 6,753
funded by reserves 6,753
funded by plan assets 4,659 - -
Current service cost 502 - 502
Interest cost 482 - 482
Plan curtailments —48 - —48
Expected return on plan assets - -153 -153
Pension cost recognised in income 936 -153 783
Actuarial gains and losses —859 -13 —872
Currency-translation changes 47 =37 10
Benefits paid —458 -114 -572
Balance 1 May 2008 11,078 -4,976 6,102
funded by reserves 3,777
funded by plan assets 7,301
Current service cost 386 - 386
Interest cost 562 - 562
Plan curtailments - - -
Expected return on plan assets - -213 -213
Pension cost recognised in income 948 -213 735
Actuarial gains and losses -296 415 119
Currency-translation changes 211 -144 67
Benefits paid -1,201 -68 -1,269
Balance 30 April 2009 10,740 —4,986 5,754
funded by reserves 2,949
funded by plan assets 7,791

Actuarial losses and gains incurred in the financial years are directly offset
against equity in accordance with the option under IAS 19 with no effect on
income and thus result in the above-shown development of the provisions
for pensions not affecting the operating result. By using this option to
recognise actuarial gains and losses directly in equity, the total pension
obligations of the Lenze Group are reflected in the balance sheet net of the
fair value of plan assets.
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External fund assets constitute qualifying re-insurance policies. The
assumptions used to determine the expected return of external funds are
oriented on the future long-term yields of these funds. The actual return
from the plan assets amounted to €438k (previous year € 168 k).

The sum of €1,260k (previous year €507k) from the presented
pension accruals becomes due within one year.

In addition to the presented expenses for defined benefit plans,
expenses totalling €1,116k (previous year €1,392k) were incurred for
defined contribution plans in the 2008/2009 financial year.

The pension provision developed in the past five years as follows:

€ in thousands

el i o obligation assets cblgation
30. 4. 2009 10,740 4,986 5,754
30. 4. 2008 11,078 4,976 6,102
30. 4. 2007 11,412 4,659 6,753
30. 4. 2006 9,310 3,389 5,921
30. 4. 2005 9,108 3,382 5,726

Other non-current provisions

The other non-current provisions primarily contain personnel expense
provisions for part-time employment prior to retirement amounting to
€5,787k (previous year €4,642k).

Non-current financial liabilities

€ in thousands Maturity 30 April 2009
Total
over 1 over
to 5 years 5 years
Bank liabilities 26,021 — 26,021
Other financial liabilities 10,739 - 10,739
Total 36,760 - 36,760

At the balance-sheet date, financial liabilities amounting to €1,144k
(previous year € 2,138 k) were secured by encumbrances on real property.
€1,023 k (previous year € 1,146 k) thereof is accounted for by non-current
financial liabilities.

Actuarial
losses

-858
-739
-1,611
-1,618
-1,520

30 April 2008
Total

5,530
1,053
6,583
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Current provisions

Developments in 2007/2008 Taxes Personnel Sales and Others Total
€ in thousands production

Balance 1 May 2007 8,712 26,952 16,278 7,919 59,861
Currency-translation differences -89 -32 -126 =72 -319
Changes in the scope of consolidation - - - - =
Transfers - 74 - - -74
Utilisation -5,241 —22,990 -10,122 —6,220 —44,573
Release -1,170 -720 -1,402 -293 -3,585
Addition 7,249 21,770 8,307 9,607 46,933
Balance 30 April 2008 9,461 24,906 12,935 10,941 58,243

The other current provisions reflect legal and factual obligations in

accordance with IAS 37 if the outflow of resources for the settlement of the

obligations is probable and can be estimated reliably. The measurement is

effected at the amount that is expected to fulfil these uncertain future

obligations.

Developments in 2008/2009 Taxes Personnel Sales and Others Total
€ in thousands production

Balance 1 May 2008 9,461 24,906 12,935 10,941 58,243
Currency-translation differences —62 -189 60 156 -35
Changes in the scope of consolidation -267 —446 -90 -14 —817
Transfers - - - - 0
Utilisation —4,585 —21,082 -12,197 -9,187 —47,051
Release -1,069 -1,697 -394 =727 -3,887
Addition 2,010 29,418 10,824 5,819 48,071
Balance 30 April 2009 5,488 30,910 11,138 6,988 54,524

The provisions relating to the sales and production sector reflect in

particular provisions for warranty risks and outstanding vendor invoices.

The other risk provisions mainly concern obligations resulting from

pending invoices, litigation risks and obligations from the preparation

and the audit of the annual statements.
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Current financial liabilities

€ in thousands 30 April 2009 30 April 2008
Bank liabilities 5,925 6,686
Other financial liabilities 2,110 60
Total 8,035 6,746

At the balance-sheet date, non-current financial liabilities of €121k

(previous year € 992 k) were secured by encumbrances on real property.

Trade payables

The trade accounts payable (€18,948k, previous year €25,277k) are due

to third parties and still have maturities of up to one year.

Other current liabilities

€ in thousands 30 April 2009 30 April 2008
Other liabilities 3,115 2,349
Payroll including social insurance 2,952 1,785
VAT and personal income tax 2,344 5,055
Other tax liabilities 1,628 3,099
Payments received on account = 2,226
Total 10,039 14,514
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Contingencies and other financial commitments 17

€ in thousands 30 April 2009 30 April 2008

Contingencies

Liabilities from bills of exchange 65 525
Liabilities from sureties 363 666
Total 428 el

Other financial commitments

Orders for investments in plant, property

and equipment 501 666
Future payments from operating leases

and rentals 45,390 37,612
Total 45,891 38,278

The other financial commitments are carried at nominal value. The orders
for capital expenditure on property, plant and equipment are due in less
than one year. As in the previous year, there are no contingent assets.
The operating-lease and rental contracts primarily concern buildings.
A part of the leasing obligation for buildings (€4.8 m) is secured by a
sublease contract.
The future operating-lease payments have the following structure:

€ in thousands Maturity 30 April 2009
Total
less than 1to 5 years over 5 years
1year
Future minimum lease payments 7,093 16,806 21,491 45,390
Total 7,093 16,806 21,491 45,390

For the assets leased with operating-lease contracts, payments of
€8,715k (previous year €7,395 k) have been made with effect on income
in the current year.
The real-estate leasing contracts partly include call options to
purchase the leased objects at the expiration date of the lease contract.
Leasing rates for intangibles leased are not subject to a regular price
adjustment.
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Financial instruments

The allocation of assets and liabilities to the individual categories of
financial instruments produces the following picture:

€ in thousands 30 April 2009 30 April 2008
1. Financial assets held for trading 228 723
- Derivatives 228 723
2. Loans and receivables 64,496 100,443
- Trade receivables 56,618 92,953
- Other non-current receivables and other assets 2,998 3,560
- Other current receivables and other assets 4,880 3,930
3. Financial assets held for sale 49,663 16,056
- Participations 800 544
- Securities 277 327
- Liquid funds 48,586 15,185
4a. Financial liabilities at amortised cost 68,802 42,031
- Non-current financial liabilities 36,760 6,583
- Current financial liabilities 8,035 6,746
- Trade liabilities 18,948 25,277
- Other liabilities 5,059 3,425
4b. Financial liabilities at fair value 347 1,068
- Derivatives 347 1,068
Total 45,238 74,123

Financial instruments in the category “Financial assets held for sale” and
in the category “Financial assets held for trading” are accounted at fair
value. The subsequent valuation of the category “Loans and receivables” is
effected at amortised cost using the effective interest method. The
financial liabilities are very predominantly valued at amortised cost. Only
with derivative financial liabilities is the accounting value calculated at
fair value. The book values of the financial assets and liabilities at April
30th 2009 largely equal the fair values, as they did last year.
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Balance 30 April 2008
€ in thousands

Loans and receivables

Balance 30 April 2009
€ in thousands

Loans and receivables

Book value
of financial
instruments

100,443

Book value
of financial
instruments

64,496

Consolidated financial statements

Credit risk

Existing credit risks for non-derivative financial assets are recognised by
specific provisions. Apart from this, because of the broad-based business
structure of the Lenze Group, there are no especially big credit risks either
with regard to customers or with regard to individual countries.

The analysis of receivables and loans resulted in the following time

structure:
Book value Financial instruments Financial
of impaired past due, but not impaired instruments
financial neither past due
instruments nor impaired
less than 31to 91 to over
30days 90days 180days 180 days
14,437 9,887 1,914 375 760 73,070
Book value Financial instruments Financial
of impaired past due, but not impaired instruments
financial neither past due
instruments nor impaired
less than 31to 91 to over
30days 90days 180days 180 days
12,472 10,377 2,133 387 885 38,242

The book value of impaired financial assets in the category “Loans and
receivables” amounts to €12.5m (previous year € 14.4m) at the balance-
sheet date. In the balance sheet, therefore, adjustments of €5.3m
(previous year €4.9m) have been recognised. The impairment expenses
for loans and receivables amount to € 3.6 m (previous year €1.2 m).

Interest-rate risk

The Lenze Group is not subject to any material interest-rate risks. The total
interest income of the financial assets not valued at fair value amounts to
€1,465k (previous year €1,504k); total interest expenses add up to
€1,803k (previous year €1,530k).
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Liquidity risk

The liquidity structure of the financial liabilities produces the following

picture:

Balance 30 April 2008 Sum less than 31to 91 days to 1to over

€ in thousands 30 days 90 days 1year 5 years 5 years
Trade liabilities 25,277 19,844 4,762 671 - -
Financial liabilities 13,329 5,755 - 991 6,583 -
Other liabilities 3,425 1,485 921 440 579 -
Derivatives 13,414 4,129 690 2,405 6,190 -
Balance 30 April 2009 Sum less than 31to 91 days to 1lto over

€ in thousands 30 days 90 days 1 year 5 years 5 years
Trade liabilities 18,948 14,953 3,818 177 - -
Financial liabilities 44,795 771 2,516 4,911 32,534 4,063
Other liabilities 5,059 4,110 243 51 344 311
Derivatives 3,628 1,814 - 1,814 - -

For derivative liabilities, we record the nominal value that is to be

exchanged into the other currency at settlement time. This is balanced by

roughly the same amount of cash flows received.
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Foreign-exchange risk

In accordance with IFRS 7, the possible impact of fluctuations in market
prices on the consolidated income before tax (impact from receivables and
liabilities) and on the consolidated equity (impact from differences in
currency translation) has to be calculated by means of a sensitivity
analysis for each reporting year. This is a risk analysis using hypothetical
price changes. The EUR/USD and EUR/GBP currency exchange rates have
been identified as material parameters. The presumed fluctuations arise

from the medium-term volatility of both currency pairs.

Balance 30 April 2008 Impact Impact Impact Impact
€ in thousands on profit on equity on profit on equity
USD influence 24 —2,157 29 2,625
USD sensitivity 10% 10% -10% -10%
GBP influence -616 -1,160 680 1,815
GBP sensitivity 5% 5% 5% 5%
Balance 30 April 2009 Impact Impact Impact Impact
€ in thousands on profit on equity on profit on equity
USD influence -307 —2,205 375 2,577
USD sensitivity 10% 10% -10% -10%
GBP influence -210 —688 232 882
GBP sensitivity 5% 5% 5% -5%
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Other notes for financial instruments
The net results of financial instruments per category are presented as
follows:

€ in thousands 30 April 2009 30 April 2008
Financial assets and liabilities held for trading 225 176
Loans and receivable and corresponding liabilities -1,308 -5,551
Financial instruments available for sale 1,200 1,270
Total 117 -4,105

The net result of the individual categories is calculated from the expenses
and the income that can be assigned to the assets and liabilities in the
individual categories. The net result of the category “Financial assets and
liabilities held for trading” encompasses the valuation result of the
derivatives held in the Lenze Group. The result of the category “Loans and
receivables and corresponding liabilities” shows the impact of the
valuation of the receivables by adjustment and currency translation and
the interest burden of the liabilities towards banks. The result of the
so-called “available for sale” assets comes from the interest income from
the available financial funds.
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Notes to the income statement

Sales revenue 19
Sales revenue per region 2008/2009 2007/2008
%
Europe 87 89
America 7 6
Asia/Other 6 5
Total 100 100
The sales primarily concern the sale of products.
Personnel costs and employees 20
Personnel costs 2008/2009 2007/2008
€ in thousands
Wages and salaries 142,921 154,789
Social insurance contributions 26,746 27,774
Cost of retirement plans 1,688 1,693
Total 171,355 184,256

Number of staff employed Balance-sheet date Annual average

30 April 2009 30 April 2008 2008/2009 2007/2008
Germany 1,789 1,938 1,862 1,931
Other countries 1,414 1,511 1,484 1,482
Total 3,203 3,449 3,346 3,413

65




Consolidated financial statements

21

22

23

24

Other operating expenses

This item includes such things as freight-out, general maintenance and
buildings maintenance, advertising, representation, consultancies, other
taxes, foreign-exchange losses and accrual provisions (if not allocable to
another specific expense category).

Other operating income

This item includes commission income, income from the reversal of
provisions, proceeds from ancillary activities, insurance refunds, foreign-
exchange income as well as profits from the disposal of fixed assets.

Income from participations

€ in thousands 2008/2009 2007/2008
Income from associate companies 433 694
Income from other participations 56 9
Expense from participations = =27
Total 489 676

Result of special items

This item covers expenses from adapting the company structure to the
economic environment. The costs come to €16.4m and are allocated to
personnel measures.
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Financial result

€ in thousands 2008/2009 2007/2008

Other interest and similar income 1,487 1,522

Interest and similar expense -1,802 -1,530

Interest-cost allocation to pension

provisions -562 —482

Total -877 -490
Income tax

Income taxes comprise taxes currently paid or owed in the individual
countries and deferred taxes:

€ in thousands 2008/2009 2007/2008
Germany 373 6,490
Other countries 4,599 8,834
Effective tax expenses 4,972 15,324
Germany —4,302 -1,912
Other countries -3,153 -115
Deferred tax expenses -7,455 -2,027
Total -2,483 13,297

Expense on income taxes comprises German corporate income tax,
German trade tax on income, foreign corporation taxes or similar taxes.
In the reporting period, current tax income relating to another period and
amounting to €0.4m is recognised (previous year tax income of €1.4m
relating to another period). The other taxes are presented under the other
operating expenses.

Deferred taxes result from temporary differences between the valu-
ation for tax purposes in the individual accounts of the included affiliated
companies and the uniform IFRS accounting principles of the Lenze
Group, irrespective of the date of their realisation. To determine deferred
taxes, the tax rates used are those that are effective or have been agreed
at the balance-sheet date (“liability method”). In addition, future tax
savings due to feasible tax loss carryforwards led to the formation of
deferred tax assets. The recognised deferred taxes result from temporary
differences relating to the following balance-sheet items:
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Deferred tax 30 April 2009 30 April 2008

€in thousands Assets Liabilities Assets Liabilities
Intangible assets 24 1,549 370 1,730
Property, plant and equipment 111 1,579 79 1,521
Inventories 2,320 — 1,886 337
Receivables 882 612 463 204
Untaxed special reserve 21 129 - 195
Pension provisions 476 71 636 290
Other provisions 1,707 12 988 108
Liabilities 1,543 8 969 878
Losses carried forward 6,189 - 1,458 -
Total 13,273 3,960 6,849 5,263
(non-current proportion) 8,439 3,438 3,464 3,743
Netting —3,748 —3,748 —4,497 —4,497
According to balance sheet 9,525 212 2,352 766

No deferred tax items were recorded for affiliated companies’ accu-
mulated results because they are to be reinvested for an indefinite period.

The reconciliation between deferred tax assets and liabilities shown
in the balance sheet and the deferred taxes shown in the income
statement is presented below:

Deferred tax expense 2008/2009 2007/2008
€ in thousands

Changes:

Deferred tax assets (acc. to balance sheet) 7,173 -1,103
Deferred tax liability (acc. to balance sheet) 554 3,955
Deferred tax position without effect on

income —272 —825
Total 7,455 2,027

Deferred taxes formed in equity result from the adjustment of pension
obligations, the application of IAS 39 for financial instruments (see note
18), as well as from differences in foreign-currency translation on the
deferred taxes themselves.

At April 30th 2009, €373 k in deferred tax assets and €5k in deferred
tax liabilities were offset against equity on a cumulative level (previous
year deferred tax assets € 375 k and € 5 k deferred tax liabilities).

At the balance-sheet date, deferred tax assets were capitalised from
tax-loss carryforwards amounting to €22.8m (previous year €5.6m).
Deferred tax assets are only recognised for the tax-loss carryforwards if
clearable future tax benefits can be expected. At the balance-sheet date,
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corresponding deferred tax assets totalling €6,189k (previous year
€ 1,458 k) were capitalised. This included a capitalisation totalling €1.7 m
for tax-loss carryforwards with affiliated companies that record negative
results in the current and in the previous financial year. We elected not to
report tax savings totalling € 1.2 m since a utilisation of the tax benefit
seems improbable (previous year €268 k).

The actual tax expense / yield (-) in the Group deviates from the
expected tax expense / yield (-), which is incurred by using the effective
tax rate applicable to Lenze AG of around 28.5 % (previous year 28.5 %):

Effective tax expense/tax income 2008/2009 2007/2008
€ in thousands

Profit before tax -11,186 48,336
Tax rate 28,5% 28,5%
Expected tax expense/tax income (-) -3,188 13,776
Different tax rates in foreign countries 332 580
Taxes related to other periods -362 -1,360
Change in tax rate -115 41
Non-deductible expenses 460 283
Tax credits -232 -150
gzzi;:ctisa)i;ocrz:thzx?;gatlon of investment in _123 _198
Absence of tax relief at companies with

current losses 745 325
Actual tax expense/tax income (-) -2,483 13,297

Notes to the cash flow statement

Net cash flow from operating activities

Funds provided by operating activities are primarily due to the cash flow
from operations. This reflects cash generated from the sales activities. In
addition, the increase in working capital causes cash outflows from
operating activities.

The other non-cash income and expense items include the deferred
tax income and deferred tax expenses, depreciations on non-current
investments, and the differences between the associate companies’
calculated results and their results after payments.
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Payments from interest and dividends basically equal the expenses and
income. The income-tax payments amount to €13,991k (previous year
€14,412k).

Net cash flow from investments

The capital expenditure in property, plant and equipment and non-
current investments resulted in substantial cash outflows from
investments.

Net cash flow from financing activities

The redemption of financial liabilities in addition to dividend payments
to the shareholder caused the cash outflow from financing activities.

Cash and cash equivalents as at 30 April 2009

This item contains cash and current bank balances that constitute the
cash fund in compliance with IAS 7 as well as short-term securities.

Other notes

31

Related party disclosures

Related parties as defined by IAS 24 are the shareholder, BHN
Dienstleistung GmbH & Co KG, Aerzen, and its partners, as well as the
companies which are not part of Lenze AG: BHN Verwaltungs-GmbH,
Aerzen, BHN Geschwister Belling GmbH, Aerzen, Lenze GmbH & Co KG
Blankschmiede, Aerzen, and Lenze GmbH & Co KG Immobilien, Aerzen,
and also the companies Digitec Vertriebs GmbH, Landau, and Inosoft
GmbH, Hiddenhausen.
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€ in thousands 30 April 2009 30 April 2008
Goods and services supplied 1,265 760
Goods and services received 14,512 15,316
Trade receivables 220 231
Trade liabilities 1,584 2,190
Financing received 22 22

BHN Dienstleistungs GmbH & Co KG, in addition to its duties as shareholder,
is engaged in the operation of the Lenze Group’s EDP system as a service
provider. The company also leases an administration building to Lenze
Operations GmbH, Aerzen. Lenze GmbH & Co KG Blankschmiede is leasing a
production and administration building to Lenze Bremsen GmbH. Lenze
GmbH & Co KG Immobilien is leasing a production building to Lenze
Operations GmbH; it is used to produce electronic parts. The rental proceeds
are subject to market terms and conditions. In addition, in the 2008/2009
financial year there were financing relations to related parties for which
interest was charged on an arm’s-length basis.

Disclosures relating to the Executive Board 32
and the Supervisory Board

Members of the Executive Board:
Dr. Erhard Tellbiischer, Bad Salzuflen (Chairman)
Michael Molleken, Hamelin

Members of the Supervisory Board:

Shareholder representatives:

Dr. Ulrich Wolters, Miilheim an der Ruhr (Chairman)
Dr. Jiirgen Krumnow, Konigstein (Vice Chairman)
Dr. Peter Lohse, Berlin

Dr. Harald Klotzbach, Miilheim an der Ruhr
Employee representatives:

Dirk Brockmann, Hamelin

Dirk Schroder, Barntrup
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33

Pension and other employment liabilities existed towards current
members and former members of the Executive Board and the
Supervisory Board at the balance-sheet date.

Exemption rights pursuant to section 264 subsection 3
and section 264b of the German Commercial Code (HGB)

On the basis of the rules governing exemption in accordance with section
264 subsection 3 and section 264 b of the German Commercial Code
(HGB), the following fully consolidated subsidiaries are exempted from
the obligation to disclose individual financial statements as at April 30th
2009. This exemption also extends to the preparation of notes and the
management report:

Lenze Operations GmbH, Aerzen

Lenze Drives GmbH, Extertal

Lenze Automation GmbH, Meerbusch

Lenze Vertrieb GmbH, Aerzen

Lenze Bremsen GmbH, Aerzen

Lenze Service GmbH, Aerzen

Lenze Anlagenbau GmbH & Co KG, Aerzen
Lenze GmbH & Co KG Kleinantriebe, Aerzen
Lenze GmbH & Co KG Siidtechnik, Waiblingen

Aerzen, 10 July 2009

The Executive Board

\,Le/u«-f ﬁZ;L,QM

Dr. Erhard Tellbiischer Michael Molleken
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Audit report

We have audited the consolidated financial statements prepared by Lenze
AG, Hameln, consisting of the balance sheet, the income statement, the
statement of recognised income and expense, the statement of cash flows,
the notes to the consolidated financial statements, and the group
management report for the financial year from 1 May 2008 until 30 April
2009. The company's executive board is responsible for preparing the
consolidated financial statements and the group management report in
accordance with the IFRS as applicable in the EU, and in accordance with
the additional applicable requirements in commercial law pursuant to
section 315a subsection 1 of the German Commercial Code (HGB). Our task
is to give an assessment of the consolidated financial statements and the
group management report on the basis of our audit.

We performed our audit of the consolidated financial statements in
accordance with section 317 of the HGB, also observing the principles of
proper auditing in Germany as laid down by the German Institute of
Chartered Accountants (Institut der Wirtschaftspriifer, IDW) and
complying with the International Standards on Auditing (ISA). This
requires the audit to be planned and performed in such a way that will
allow us to detect with reasonable certainty any incorrect statements
and any infringements that materially affect the presentation, in
compliance with the applicable regulations on financial reporting, of the
net worth, financial position and results situation in the consolidated
financial statements and in the group management report. In
establishing the auditing procedures, we take into account the knowledge
of the group's business activities and of its economic and legal
environment as well as the expectations of possible errors. Within the
framework of the audit, we assess the effectiveness of the internal
accounting-related control system and the evidence confirming the
disclosures made in the consolidated financial statements; this is done
primarily on the basis of spot checks. The audit involves an assessment of
the annual financial statements from the companies included in the
consolidated financial statements, of the classification of companies
as being inside or outside the scope of consolidation, of the accounting
and consolidation principles being applied, and of the most important
estimates made by the executive board. We also evaluate the overall
presentation of the consolidated financial statements and the group
management report. We are of the opinion that our audit provides a
sufficiently secure basis for our assessment.
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Our audit has not led to any reservations except for the following
restriction:

The notes to the consolidated financial statements do not disclose
the total remuneration of, and the corresponding obligations towards,
former and current board members as required by IAS 24.

In our assessment, based on the knowledge gained in our audit, the
consolidated financial statements —with the above-mentioned exception
— comply with the IFRS as applicable in the EU and with the additional
applicable regulations in commercial law pursuant to section 315a
subsection 1 of the German Commercial Code (HGB). In compliance with
these requirements, they give a true and fair view of the group's net
worth, financial position and results situation.

The group management report is consistent with the consolidated
financial statements, and overall it provides an accurate picture of the
state of the group and accurately portrays the opportunities and risks in
future developments.

Diusseldorf, 14 July 2009

Karl Berg GmbH
Wirtschaftspriifungsgesellschaft

/

| Y
Dr. Paul J. Heuser Dr. Kai Udo Pawelzik
Wirtschaftspriifer Wirtschaftspriifer
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Structure of the Lenze Group, 30 April 2009

Lenze AG, Aerzen

100% Lenze Operations GmbH, Aerzen
100% Lenze Drive Systems France SARL, Ruitz (France)

100% Lenze Drives GmbH, Extertal
100% Lenze Automation GmbH, Meerbusch

100% Lenze Vertrieb GmbH, Aerzen
100% Lenze GmbH & Co KG Siidtechnik, Waiblingen

100% Lenze GmbH & Co KG Anlagenbau, Aerzen
100% Lenze GmbH & Co KG Kleinantriebe, Aerzen

100% Lenze Service GmbH, Aerzen

100% Lenze Bremsen GmbH, Aerzen
100% Lenze GmbH, Aerzen

100% Lenze Austria Holding GmbH, Asten (Austria)
100% Lenze Antriebstechnik GmbH, Asten (Austria)
100% Lenze Verbindungstechnik GmbH, Asten (Austria)

100% Lenze Anlagentechnik GmbH, Enns (Austria)
100 % Lenze Hajtastechnika Kereskedelmi Kft, Budapest (Hungary)

100% Lenze s.r.0., Humpolec (Czech Republic)
100% Lenze Zadvizhvasta Technika EOOD, Plovdiv (Bulgaria)
100 % Lenze mehatronika pogonska tehnika, Zagreb (Croatia)
100% Lenze pogonska tehnika, d.o.o., Celje (Slovenia)
100 % Lenze Deto Drive Systems GmbH & Co KG, Kufstein (Austria)
100 % Lenze Deto Drive Systems USA LLC, Howell (USA)
100 % OO0 Lenze, Moscow/Russia
100 % Schmidhauser AG, Romanshorn (Switzerland)
100% Lenze Holding B.V., 's-Hertogenbosch (Netherlands)
100% Lenze B.V. Aandrijfttechniek, 's-Hertogenbosch (Netherlands)
100% Lenze U.K. Ltd., Bedford (United Kingdom)
100% Lenze Ltd., Bedford (United Kingdom)
100 % Lenze byv.b.a., Antwerp (Belgium)
100% Lenze U.S. Corporation, Uxbridge, Mass. (USA)
100% AC Technology Corporation, Uxbridge, Mass. (USA)
100% AC Technology International Ltd., Shrewsbury (United Kingdom)
100% AC Technology Ltd., Saint John (Canada)

51% Lenze-Rotiw Sp.z o.0., Katowice (Poland)
100 % Lenze Systemy Automatyki Sp.z o.0., Toruri (Poland)

90% Lenze UAB, Kaunas (Lithuania)

100% Lenze Tarn6éw Sp.z 0.0., Tarnéw (Poland)

100% Lenze Gerit S.r.l., Mailand (ltaly)
100% Lenze Motori Riduttori S.r.1., Villafontana (Italy)

100% Lenze S.A., Aulnay s/s Bois/France
100% Lenze Transmisiones S. A., Barcelona (Spain)

100% Lenze Transmissioner AB, Linkdping (Sweden)

100% Lenze A/S, Brendby (Denmark)

100% Lenze Mechatronic Drives (Shanghai) Co. Ltd., Shanghai (China)
100% Lenze Drive Systems (Shanghai) Co. Ltd., Shanghai (China)
100% Lenze S.E.A., SDN BHD, Petaling Jaya (Malaysia)

100% Lenze Mechatronics Private Limited, Pune (India)

49% Lenze Bachofen AG, Uster (Switzerland)
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