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Key Group figures
of Fraport AG

2001 2002 2003 2004
Revenues and earnings (€ million)
Revenues 1,580.6 1,803.6 1,834.3 1,998.1
Total revenues 1,692.2 1,851.8 1,887.7 2,043.7
EBITDA 532.0 260.3 461.8 516.2
EBIT 322.7 46.2 203.7 281.1
Result from ordinary operations 170.2 -35.1 215.1 265.9
Group profit/loss for the year 101.1 -120.8 115.2 136.4

Key figures from the balance sheet and cash flow statement (€ million)

Shareholders’ equity 1,964.3 1,803.4 1,920.1 2,030.8
Equity ratio (%) 52.5 49.8 51.7 53.8
Total assets 3,672.0 3,620.7 3,636.4 3,650.2
Gearing (%) 46.4 18.0 121 -0.3
Capital employed 2,829.2 2,140.9 2,119.2 1,969.3
Fraport assets 2,612.1 2,800.4 2,841.5 2,812.8
Operating cash flow 364.8 395.6 447.2 519.4
Capital expenditures 883.4 290.5 256.9 279.4

Key profitability ratios (%)

Return on revenues 10.3 -2.2 11.4 13.0
EBITDA margin 33.7 14.4 25.2 25.8
EBIT margin 20.4 2.6 1.1 14.1
ROCE 11.4 2.2 9.6 14.3
ROFRA 12.4 1.6 7.2 10.0

The Fraport share (€)

Year-end price 26.50 17.00 22.80 31.39
Earnings per share (basic) 1.28 -1.34 1.28 1.51
Dividend per share 0.40 - 0.44 0.75

Frankfurt Airport traffic figures

Passengers (million) 48.6 48.5 48.4 51.1
Cargo (thousand tons) 1,613.3 1,631.5 1,650.6 1,839.1
Aircraft movements (thousand) 456.5 458.4 458.9 477.5
MTOWs (thousand tons) 25,564.5 24,926.9 25,398.9 27,229.6
Seat load factor (%) 68.2 69.8 69.4 71.0
Passengers per passenger flight 116 115 115 117
Employees

Average number of employees 15,526 21,395 23,353 24,182

See page 151/152 for explanatory notes about the key figures. ' Proposed for distribution



2 Segments of Fraport Group

Segments of Fraport Group

R . Intermodality a success factor
AVICItIOI’I The Aviation segment is responsible for the flight and
terminal operations as well as for airport and aviation
security. We generate revenues primarily by airport fees
for using the infrastructure of Frankfurt Airport. Linking

the different air, rail and road carriers is one of our suc-

-"q._ cess factors.

Airport as real estate

Retail &
Properties

The Retail & Properties segment covers renting of shops
and offices, parking facility management and marketing
of properties and CargoCity South. A steady increase

in the shop, office and storage space available has
made these operations the most profitable area of the
company’s business. The current modernization and
expansion measures are strengthening our portfolio and

are preparing us to tackle future assignments.

Trademark: a professional approach

Ground
Handling

We provide all the ground handling services — from
aircraft handling to passenger and cargo services — in
Frankfurt. The large international airlines appreciate our
performance as a reliable partner that maintains consis-
tent quality standards and punctuality rates. Every second
passenger is taking a connecting flight in Frankfurt and

we move the largest cargo volume in Europe. The chal-

lenge: cost awareness in spite of complexity.

Involvement in growing markets

External
Activities

All the investments that are not confined to the Frankfurt
location are combined in this segment. We focus on
growing international markets. The increasing privatiza-
tion of airports and the demand for airport manage-
ment, ground handling and aviation security services
are creating opportunities for us that we are exploiting
systematically. We are the European market leader for

aviation security.
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See page 151/152 for explanatory notes about the key figures.
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Foreword by the Chairman of
the Executive Board

Dear Shareholders,

| am both proud and delighted to be able
to write this sentence: 2004 was a good
year for Fraport.

Please do not misunderstand me. As part
of the international air transport industry,
we are extremely dependent on global
influences. It is an unfortunate fact that
there were terrorist attacks, political
instability and devastating natural catas-
trophes again in 2004. The past fiscal
year was nevertheless a year of recovery
compared with the consequences of Sep-
tember 11, 2001, the Iraq war and SARS
in the previous years.

| have mentioned on numerous occasions
that air transport has been, is and will
remain a growing business. Over the past
25 years, we have achieved average pas-
senger growth of more than 4.5 percent
in Frankfurt. After three years of stagna-
tion, we are returning to growth. With an
increase of 5.7 percent in passenger traf-
fic, we even managed to make up some
of the shortfalls recorded in the previous
years.

One particular figure symbolizes the
recovery of air traffic. We achieved what
we had originally been planning for

.
~

2001, i.e. being able to welcome more
than 50 million passengers to Frankfurt
in one year.

For you as shareholders, it is important
what we have made of this fact at the
economic level. The performance here

is impressive, too: we exceeded the
forecasts we made at the beginning of
the year considerably. Revenues increased
by 8.9 percent, EBITDA by 11.8 percent
and the Group profit for the year by as
much as 18.4 percent to a new record of
€ 136.4 million.

The figure that interests you most will
certainly be the share price. In 2004, the
Fraport share increased in value by 40
percent to € 31.39. We intend to raise
the dividend from 44 cents to 75 cents.
This represents not only an increase of

70 percent but also an attractive dividend
yield of almost 2.5 percent. So 2004 was
a good year for our shareholders, too.

What are our plans for the future? In the
coming years, we will be making substan-
tial investments to increase the capacity
of Frankfurt Airport. It is therefore impor-
tant that Fraport has a thoroughly sound
balance sheet. The equity ratio increased
to 53.8 percent at the end of the year
and we generate an operating cash flow

of far more than € 400 million per year.
This means that we are in an excellent
financial position and have a good credit
standing. What does this mean for the
expansion of the airport in Frankfurt? The
expansion program can be carried out
without any financial problems.

We are currently in the process of mod-
ernizing the existing terminals. As far as
earnings are concerned, development
of the retail business is our most impor-
tant concern. Regarding this, we are still
substantially behind comparable airports
such as London or Amsterdam. We are
continuing to increase the retail space
systematically and aim to enable our
passengers and visitors to experience an
attractive shopping environment.

The Airbus A380 will be starting sched-
uled flights as early as next year. Frankfurt
will be the most important airport desti-
nation for it in Continental Europe. The
A380 is ideal for a hub airport like Frank-
furt, because it takes optimum advantage
of the asset of ours that is in the shortest
supply: landing slots. In the coming years,
we will be growing mainly via the size of
the aircraft, because we are already very
close to the limit of about 500,000 annual
aircraft movements that are possible with
the existing runway system.




We are preparing carefully for the deploy-
ment of the new Super-Airbus. The ap-
proval procedure for the Lufthansa A380
maintenance hangar was completed suc-
cessfully in November 2004. This facility
will be completed on time in 2007, when
Lufthansa takes delivery of the first two
A380. In the other approval procedure
for the new runway and a new terminal,
the Hessian state government is expecting
the procedure to be completed in 2007.
This means that the new runway could be
completed in 2009.

Why is it necessary for us to grow all the
time? In aviation, there are only three

teams in the European Champions League.

Every airline alliance has a base: Skyteam/
Air France-KLM in Paris, Oneworld/British
Airways in London and Star Alliance head-
ed by Lufthansa in Frankfurt. If further
growth in Frankfurt was no longer
possible, we will fall behind. | am doing
everything | can to make sure this does
not happen!

We are in fact in an enviable position:

we co-operate with the strongest airline
in Europe. This system partnership with
Lufthansa remains successful when both
partners make their own particular contri-
bution. What this means for us is not just

to be the most efficient hub in Europe,
but also to remain one with competitive
prices. Since our customers need to save
money, we have to do the same.

We have already achieved a great deal
in the current cost-cutting program
WM 2005. By the end of 2004, we had
made sustained savings of € 87 million,
especially in non-staff costs. You can see
the success in the Aviation and Ground
Handling segments in particular.

Many observers find it difficult to under-
stand, however, why we are starting an-
other economy drive after a record year.
There is a simple reason for this: we want
to remain fit for the future. Our customers
and employees need to be satisfied and
profits are to be increased at the same
time. It is therefore necessary for us to
take action now, because it is consider-
ably easier to do this from a position of
strength!

We are a service provider and depend

on the quality of our staff, but personnel
expenses are of course our biggest cost
factor, too. We have great social responsi-
bility, so | do not want to play on people’s
fears: we want every employee to keep a
job and to find exactly the same amount

of money reaching his bank account at
the end of the month as before. How-
ever, we expect appropriate openness to
change in return for this, too: longer and
more flexible working times and a further
increase in our productivity, for example.
Then Fraport will stay fit and the airport
will continue to create jobs.

We have ambitious plans for 2005. We
are expecting “normal” growth this year,
with about three percent more passen-
gers in Frankfurt, mainly in interconti-
nental traffic. Consolidated revenues are
to increase by more than three percent
and the Group profit for the year is to be
considerably higher again.

Together with my colleagues on the
Executive Board and all of the company’s
employees, | will be doing everything in
my power to make sure we are successful.
Because | would like to be able to write
about 2005 that it was a good year, too!

Sincerely,

(o ettectne. Bt

Wilhelm Bender
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The Executive Board of Fraport AG

Dr Wilhelm Bender (second from the left)
Chairman

Dr Bender is responsible for corporate development and organization, marketing and corporate communications. He
studied law and economics at Giessen University, obtaining a doctorate (Dr. iur.) there. Dr Bender started his career at
the headquaters of the Deutsche Bundesbahn railway company and was then director of the railway industry association
“Verkehrsforum Bahn”. After this, Dr Bender was Managing Director of the major forwarding company Schenker, later
becoming a member of the Executive Board of Schenker-Rhenus AG and Chairman of the Executive Board of Schenker

Waggon- und Beteiligungs AG. He has headed Fraport AG since 1993.

Professor Manfred Schélch (far left)
Vice Chairman, infrastructure and legal affairs

Professor Schélch studied law at Frankfurt am Main University and has been with the company since 1971. He became

a member of the Executive Board in 1986 and was appointed Vice Chairman in 1989. He is currently responsible for
infrastructure, external real estate and legal affairs. The main emphasis in his activities is on the approval procedure for
the expansion of the airport and the subsequent implementation of this project. In 1993/94, he was a member of the EU
Commission’s council of experts for aviation issues. He is involved in the international airport organization Airports Council

International (ACI) as a member of the ACI Governing Board.

Dr Stefan Schulte (third from the left)
Finance

Dr Schulte is responsible for acquisitions and investments, controlling, finance and accounting, information technology and
telecommunications services, central purchasing and the awarding of construction contracts. From 2001 to 2003, he was a
member of the Executive Board of Deutz AG, where he was responsible for finance and human resources. Following an ap-
prenticeship at a bank and university studies that he completed with a doctorate (Dr. rer. pol.) in 1991, he began his career
in the corporate development department at Deutsche Bank AG. Dr Schulte then moved to Mannesmann Arcor to become
head of the controlling division and then Chief Financial Officer at Infostrada S.p.A., which was at that time the Italian fixed

network subsidiary of the Mannesmann/Vodafone Group.

Professor Barbara Jakubeit
Real estate development

Following her graduation in architecture, Professor Jakubeit became a design architect in Karlsruhe. She later headed the
government building construction authorities in Baden-Baden and the building division of the regional finance authorities in
Karlsruhe. She was President of the German Federal Construction Authority from 1990 to 1994. After a period as professor
at Darmstadt Technical University from 1995 to 1996, Professor Jakubeit became the Berlin Senate building director with
the rank of a state secretary. Until the beginning of 2000, she was responsible for all the building projects of political signifi-
cance in Berlin. At Fraport, she is responsible for real estate development and facility management.

Herbert Mai (far right)
Labor relations

Herbert Mai is responsible for human resources. After completing his training for deployment in higher public service in the
state of North Rhine-Westphalia, he took over the position of a supervisor on the staff of the Diisseldorf district president.
This was followed by a position with the OTV trade union in Hesse. Herbert Mai was state chairman of OTV in Hesse and
then, in 1995, became national OTV chairman. Parallel to this, he completed training at the University of Applied Social
Work in Frankfurt am Main. In 1996, Herbert Mai was elected President of the European trade union association for the civil

service and President of the European organization of international civil services.
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Volker Zintel, Executive Vice President, Traffic and Terminal Management
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Segments

Retail & Properties ..... Ground Handling ..... External Activities

Three questions to

Volker Zintel
Executive Vice President, Traffic and Terminal Management

1. What was the highlight of
fiscal 2004 for you?

To me, it was the extremely positive development in traffic. This year,
Frankfurt exceeded the magic limit of 50 million passengers for the
first time and ended the year with a total of 51.1 million passengers.
And more than 1.8 million tons of cargo were a new record, too. Both
made a major contribution to our excellent Group earnings. And with
the introduction of hub management at Lufthansa, an important
milestone was reached in the process of establishing a close system
partnership between both companies. With a direct contact at both
ends, we will be able to intensify this close co-operation even more.

2. Where do you think the best
opportunities for the future lie?

Preparation of Frankfurt Airport for the new Airbus A380 is particular-
ly important, of course. By building the Lufthansa A380 maintenance
facility, we are giving a clear demonstration of our determination to
continue developing Frankfurt as the Lufthansa and Star Alliance hub.
Equipping the airport for the A380 in good time is an important step
forward in the airport’s development for the many other airlines, too.

3. What challenges will you have
to tackle in the coming years?

In addition to the start-up of the Terminal 1 gates and positions for
the Airbus A380 on schedule, one tremendous challenge is modifi-
cation of our terminal buildings and airport site to satisfy ongoing
modernization, safety and fire protection requirements. It really is an
enormous task to do all of this without any serious disruptions while
keeping the airport running normally. Continuing to develop the
capacities on the air and land sides until the airport is expanded rep-
resents another critical success factor. We need to respond positively
to the demand for additional slots in Frankfurt, so that our airline
customers are able to go on developing their business adequately. The
objective in this context is to improve the performance of our opera-
tions steadily and to position Frankfurt as the most convenient hub for
passengers to make connecting flights in Europe.




More than twice as many people as the populations of
New York, London, Paris, Rome and Berlin arrive and
depart here. In 2004, the number of passengers served

by Frankfurt Airport exceeded what has been the magic

50 million mark up to now. Passengers in million:
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Passengers
Frankfurt Airport
million

Everything revolves
around the passengers

Frankfurt Airport is one of the three major hubs in European air transport alongside London-
Heathrow and Paris-Charles de Gaulle. Globally, Frankfurt holds third place as regards to the share
of transfer passengers after Atlanta and Chicago. This outstanding position is a challenge for us
to continue doing everything we can to ensure that the millions of passengers from all over the
world are happy when they are with us. We spare no effort to make their stay a pleasant experi-
ence — whether they reach Frankfurt by plane to continue their journey to America or Asia on a
connecting flight — or whether they arrive by car or train and set off for their destination directly
from Frankfurt.

Countering stress in security checks with innovative solutions

In liaison with our partners, we modernize our systems constantly to make sure that the check-in
operations and the necessary security checks are carried out as quickly and efficiently as possible.
Because we are aware how endlessly long even five minutes can seem when one has to wait for a
passport and baggage check and is trying to reach a flight on time. We aim to avoid stress situa-
tions like this as far as possible, using state-of-the-art computer technology for this purpose, too.
The number of automatic stations at which passengers can check themselves in conveniently is,
for example, being increased all the time.

Successful test with biometric passport checks

Long queues to check passports may perhaps be a thing of the past soon. In February 2004, we
supported the start of a pilot project for automatic border control as a partner of the Federal
Ministry of the Interior and Deutsche Lufthansa. About 10,000 frequent flyers are taking part in
this test. They have had passport data and photos of their iris stored. Every time they go through
border control posts, they only need to put their passport onto a scanner and look at a camera.
The latter takes a digital photo of the iris and compares these data with the file. An operation
that takes 10 to 15 seconds.

Participants very satisfied

An initial poll showed that the participants are very satisfied with this system. More than 75 per-
cent said that they saved a considerable amount of time as a result. All of them reported that
they intended to use the system in future as well. More than 80 percent of them advocate using
this technology in other areas of flight operations, too, such as for checking in or when getting
on the aircraft.



The Federal Ministry of the Interior, which is responsible for the project, has therefore decided to
continue the test until August 2005. The Minister of the Interior, Otto Schily, has expressed con-
fidence about the test: “The extremely high level of approval shows that people are having no
problems using this new technology. Our concept for greater security in air transport and border
control, which facilitates faster and more convenient travelling at the same time, is attracting
national and international attention.”

New security standards demanded by the EU Commission

In order to increase security in air transport, the EU Commission is demanding that legal regula-
tions are introduced in future to guarantee that arriving non-EU passengers are kept separately
from departing passengers until another security check has been made. The background to this
is the fact that passenger control standards are not the same at all airports. Passengers from des-
tinations where the safety standards do not match those applied in the EU are not supposed to
have any contact with passengers departing from Frankfurt. Airport personnel and aircraft crews
need to be identified clearly when they enter the sensitive areas, too. We are preparing for these
assignments.

We already started to meet a different requirement successfully at the beginning of 2004. Not
only 100 percent of the baggage checked in by passengers locally but also all goods transport
operations for the duty-free shops, restaurants and retail outlets in the sensitive security areas are
controlled.

rity standards in our existing security procedures.

13

Faster, more reliable and more
convenient: biometric passport

checks.

Security is our top priority. We work constantly on finding innovative solutions, so that we

can guarantee minimum waiting times and maximum safety in the check-in process in spite
of increasing passenger figures. The great success of the biometric passport checks (above)

demonstrates that we are on the right track. We are systematically integrating new EU secu-
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Our concept for the future is to switch short-distance flights to the railway

system. By doing this, we are creating valuable capacities for more long-

and medium-distance connections.

Intermodality

Projects to increase capacity in

the existing system:

e Better use of the existing run-
way system

e Introduction of new technol-
ogy for landing and taxiing
operations

e Switching of short-distance
flights to the railway system.

Airlines:

Flights:

Destinations:

Trains:
Long-distance trains:

Regional/local trains:
Buses:

Product range at Frankfurt Airport:

Connection:
Cars:
Public parking spaces:

— I
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121 with passenger service

more than 1,400 on peak days

322 in passenger service, 148 of them outside Europe

376 per day

163 IC/ICE, incl. 23 international connections and 120
long-distance trains with a flight number (code-sharing)
213 per day

318 per day

long-distance and regional train station, AlRail service (check-
in facilities at Cologne and Stuttgart central train stations),
code-sharing/Rail & Fly (also for passengers switching between
a train and a plane)

directly via the A3 and A5 motorways
330,000 per day at the Frankfurt motorway intersection
14,000

Continued growth

All the predictions made by experts indicate that air traffic will be continuing to grow in the
coming years. We are expecting the passenger figures in Frankfurt to increase steadily in the next
few years. Since we will reach the capacity limits in the medium term if this development contin-
ues, we have arranged a series of projects to increase the capacity of our airport in the existing

system.

One of the projects is the gradual increase in the number of co-ordinated aircraft movements.
This figure specifies how many takeoffs and landings can be planned per hour. By co-operating
intensively with the air traffic control and airline experts, we have managed to up this figure from
80 to 82 flight movements per hour.




The magic word in air transport is “Intermodality”

Another project has the title “Intermodality”. We are co-operating on it with the airlines and the
Deutsche Bahn railway company. In this project, we are linking the different air, rail and road car-
riers to form a network. By switching short-distance flights to the railway system, we are able to
create valuable capacities for larger aircraft and medium- and long-distance traffic.

Since about 43 percent of the German population live within a radius of 200 kilometers around
Frankfurt, we consider that the “rail — air” concept has great potential. The faster train con-
nections become, the larger the catchment area will be with people who can reach the airport
within two hours. This means that intermodality strengthens our competitive position and the
hub function: because the railway system becomes a feeder for flights abroad to an increasing
extent.

18 percent of passengers arrive on long-distance trains

The long-distance railway station “AlRail Terminal” at Frankfurt Airport is particularly important in
this context. 163 high-speed Deutsche Bahn trains stop here every day, more than at any other
European airport station. The proportion of passengers arriving on long-distance trains increased
from 7 to 18 percent between 1998 and 2004 — more than 4.2 million people in 2004. The long-
distance railway station at the airport is already connected to other European countries, too, for
example with connections to Amsterdam and Brussels.

Cologne to Frankfurt in 57 minutes — by train

Passengers can check themselves and their baggage in at Cologne and Stuttgart railway sta-
tions as well as at the “AlRail Terminal” in Frankfurt. The number of passengers flying between
Cologne and Frankfurt has halved since there has been a railway connection between Cologne
and Frankfurt Airport that takes only 57 minutes. By way of comparison: the city train system in
Munich takes 41 minutes to reach the city center from the airport. The journey from Stuttgart to
Frankfurt Airport takes one hour eleven minutes in an ICE train and one hour 23 minutes from
Diisseldorf. A new service is available in the meantime: Fraport is supporting the partnership be-
tween Deutsche Bahn and the airlines about code-sharing. Passengers can travel on by train with
a flight number from their airline. American Airlines, TAP Air Portugal and All Nippon Airways
are already providing this service together with Deutsche Bahn alongside Deutsche Lufthansa.
Further partners are to be added.

“Future For FRA” — co-operation on improving processes

A joint work and communication platform with the motto “Future For FRA - shaping the future
together” was established four years ago now with Deutsche Lufthansa and the German air traffic
control company. The purpose of the co-operation is to optimize the processes at our hub, in order
to cope with the growing traffic until the present takeoff and landing runway system is extended.
Systems and procedures are being developed for the airport and the areas closely associated with
it, which make it possible to optimize the takeoff and landing frequencies without making any
sacrifices where safety is concerned. Quality is being monitored by a joint punctuality management
system, with which delays are identified, causes analysed and improvements developed.

A new era is starting with the A380

The deployment of larger aircraft is becoming more and more important for a hub airport like
Frankfurt. Wide-body aircraft transport more passengers and reduce both fuel consumption

and environmental pollution. The Airbus A340-600, the longest passenger aircraft in the world,
was brought into service recently. It can transport up to 485 passengers. Lufthansa is flying the
aircraft with 345 seats. In the meantime, we have prepared for the next challenge: the huge two-
story Airbus A380.

15

Point-to-point traffic (above) and
hub-and-spoke system (below).
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Airbus A380-800
Wingspan

Length

Height

Max. takeoff weight
Max. range
Passengers
Lufthansa version

79.65m
72.75m
24.08 m
560t
14,816 km
up to 840
550

The A380 is the biggest civil passenger aircraft in the world. The huge Airbus “made in Europe” will be

landing in Frankfurt from 2006 onwards. We already have a model of the fuselage of it on show.

Super-Airbus versus traffic bottlenecks

Its wingspan of about 80 meters is a world record for passenger aircraft. The A380 can transport
up to 840 passengers. Its range of 14,800 kilometers gives it a leading position, too. New engine
technology and the use of modern materials make the wide-body aircraft considerably more
economical and efficient. It will be the most spacious and economic jet that has ever flown.

The huge European aircraft is already a sales success all over the world. The A380 marks the start
of a new dimension in civil aviation. The maiden flight is planned for the spring of 2005. Sin-
gapore Airlines intends to celebrate the A380’s first scheduled flight one year later. Lufthansa is
planning to put its first two A380 jets into service in September 2007. Frankfurt is one of the first
airports that the mammoth Airbus will be flying to, alongside London, New York and Tokyo.

We are building the big bird a nest

We are working intensively on preparing for the arrival of this revolutionary aircraft. The two-
story Airbuses operated by Lufthansa and its Star Alliance partners are to dock at Terminal 1 from
2007 onwards.

Up to five positions will be available gradually for the wide-body jets operated by the other
airlines at Terminal 2 from 2006 onwards. The passenger building opened in 1994 was already
planned for jets with a wingspan of more than 15 meters wider than the jumbo jet. Both Terminal 2
and Terminal 1 need to be modified even so.

The A380 will be ready to take off again in 90 minutes

Thanks to the dialogue initiated at an early stage by the aircraft manufacturers, airlines and Fra-
port as the airport operator as well as other airports, no major changes need to be made to the
handling processes. The time between landing and takeoff is to be only 90 minutes in the case of
the A380 as well.

Go-ahead for new maintenance facility

Lufthansa is planning to base its A380 fleet, which will be increasing to a total of 15 aircraft by
2015, in Frankfurt. Lufthansa is planning to build a new maintenance facility for servicing and
repairing the wide-body jets in the southern section of the airport site. It will be 35 meters high,
350 meters long and 140 meters wide. Up to four of the big Airbuses can be maintained in the
hangar at the same time. The building will incorporate workshops and a high-rise warehouse for
about 10,000 different spare parts as well.
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Air transport is a growing market.
We are continuing to develop the
existing infrastructure steadily.
For the expansion we plan an

investment of about € 3.4 billion.

Since the Hesse Ministry of Economics, Transportation, and State Development issued its zoning
approval for the A380 maintenance facility in November 2004, it will probably come into opera-
tion in fall 2007.

Major projects in future

We are making concerted efforts to complete the planning and approval procedures for expand-
ing Frankfurt Airport, so that it remains an efficient hub for international air transport in future as
well. What is involved here is an increase in capacity, particularly by building the new runway to the
north-west of the airport site as well as Terminal 3. The planned expansion of our airport is the big-
gest private investment project in Germany in the coming years, with a volume of € 3.4 billion.

It is particularly important to us that the German government and the State of Hesse are giving
these plans political support. They agree with us that the international competitive position of the
region is closely associated with the expansion of the central air transport hub in Germany.

The job machine in the region

Frankfurt Airport is the job machine in the region. The number of jobs at the airport has doubled
from 32,000 to about 65,000 since 1980. Two current independent reports forecast further
growth to about 95,000 employees in 2015. If the entire impact — including indirect effects — of
the airport expansion project on the economic structure of the Frankfurt/Rhine-Main region and
the whole of Germany is taken into consideration, roughly 100,000 new jobs can be expected.

Into the new decade with the north-west runway

The planned runway to the north-west of the airport site will be 2,800 meters long and 60
meters wide. The number of landings can be increased by 50 percent to 120 aircraft movements
per hour with this new runway. This means that the airport would be prepared for the future.
The zoning procedure for the expansion of the airport is supposed to be completed in 2007.

Vision for 2015: the new Terminal 3

By the end of 2005, the US Air Force will have moved all of its military units to the airfields in
Ramstein and Spangdahlem and will then return the US Air Base to Fraport. After the 153-hectare
site to the south of the airport has been cleared thoroughly, new aircraft movement areas are to be
created here. Terminal 3 is planned at this location, too, with 50 aircraft positions on the building
and 25 apron positions. In the final stage of its development, which is planned for 2015, an ad-
ditional 25 to 35 million passengers can be looked after in Frankfurt.
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Three questions to

Karl-Heinz Dietrich
Executive Vice President, Retail and Properties

1. What was the highlight of
fiscal 2004 for you?

The establishment of the retail and properties division, because the
foundations for systematic development of the non-aviation business
were laid by taking this step. To me, as the manager responsible, the
start at this company was of course a personal highlight. Last but
not least, the good business results in spite of what were sometimes
difficult general conditions and thanks to the right countermeasures
were the highlight at the end of the year.

2. Where do you think the best
opportunities for the future lie?

Frankfurt Airport has tremendous potential from the non-aviation
point of view. We have ambitious plans! We will be constantly on the
lookout for ideas with which we can increase value creation at this
location. The substantial growth in attractive retail space in the next
few years will of course be the most important basis for this. | am
convinced that we can improve the quality of a stay at the Frankfurt
hub considerably and can make the shopping facilities an exciting
experience with our innovative concepts. In the property develop-
ment sphere, we will be optimizing the use made of the existing
portfolio, safeguarding such successful concepts as CargoCity South
and creating space for new operations.

3. What challenges will you have
to tackle in the coming years?

The decisive challenge will be to identify changes in general con-
ditions, new trends and requirements at an early stage and to incor-
porate them systematically in our developments. The most important
attributes in future will include flexibility, innovative skills, speed,
quality and efficiency. Close co-operation with our strategic partners
on the market will be an important success factor, so that we can
position ourselves strongly in our competition with other locations.
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The non-aviation business
consists of the operations that
are not directly connected to air
transport.

Revenue breakdown
Retail & Properties
€ million

Retail & Properties

Frankfurt Airport City —
a fascinating world

The American professor John D. Kasarda from the Kenan Institute at North Carolina University
was the first to predict it: “Airports are becoming the main driving force behind industrial and
technological growth.” Kasarda points out that only a handful of airports in the world satisfy the
conditions for this: high passenger and cargo traffic and excellent worldwide flight connections
combined with a first-class road network. As one of the leading airports in the world, Frankfurt
Airport City belongs to this exclusive group.

Transformation: from a traditional airport to “Airport City”, the activity center

With its unique transport network, its ideal geostrategic position and its optimum infrastructure,
Frankfurt Airport has everything it takes to be a successful location in future. We have completed
a transformation — the airport of the past is now the Airport City of the present and the future.

Practically no other area of the city is as international and alive. The entire world meets where
we operate. 51 million passengers arrived, departed or changed flights at Frankfurt Airport in
2004. With about 65,000 employees at 500 companies, our “city in the city” is in addition the
biggest local place of work in Germany. Not to mention 15 million visitors and people collecting
passengers.

Together with our partners at the location and in the region, we are working systematically on
developing “Frankfurt Airport City” as a top property address and activity center with highly
attractive shopping, catering and service opportunities and as an international conference and
accommodation location.

The aim is to achieve sustained growth and added value in the non-aviation business by develop-
ing the location. We have therefore pooled all the operations and assignments that focus on this
goal, such as the renting and marketing of property, parking facility management and airport
retailing, in a strategic business division. These operations are already the most profitable area of
the Group. The “Retail & Properties” segment generated 19 percent of total revenues and cur-
rently contributes 56 percent of Group’s EBITDA. A success story with a bright future.
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Retailing is a fast-growing market for future-oriented airports and is a profitable business for us. We will be making extensive investments
to expand and redesign our retail facilities at Frankfurt Airport in the next few years. New shops, restaurants and service locations will be

created as a result in order to provide passengers with an even larger selection of attractive products.
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The retail business consists of

concession revenues from

e Shopping (retail outlets and
duty-free/travel value)

e Services (restaurants, hotels,
banks and car rental com-
panies) and

e Advertising.

Retail revenues
by sectors
€ million

Retail & Properties

Airport shopping — large crowds and purchasing power

We are convinced that retailing is one of the key features in the economic development of the
location. 130,000 people use Frankfurt Airport every day on average, not only as a hub on their
way around the world but also to shop, to eat and to be entertained here. Customers with plenty
of money they are keen to spend, long opening times 365 days a year and attractive market-
places make Frankfurt Airport an excellent retail center. An attractive range of retailing and
catering outlets increases the appeal of the location at the same time and makes a stay at the
Frankfurt hub a memorable experience.

The setting and the specific shopping psychology of the different target groups make it neces-
sary to have creative shop concepts tailor-made for the location that guarantee high product
turnover. Airport shopping takes place in comparatively small but highly productive areas, that
we develop as marketplaces and set up at points where the crowds are particularly large. The
arrangement of an attractive blend of different types of shops and the choice of innovative
concepts are crucial success factors that play an important role when space is still being rented.
We focus here not only on goods that are popular with travellers, like books and press publica-
tions as well as duty-free/travel value shops but also on a variety of different international brands
and innovative concepts that are in line with current trends. In addition to this, we liaise with the
tenants to make sure the retailing performance is improved on an ongoing basis. This includes,
for example, the provision of information from interviews with customers or “mystery shopping”
campaigns and the implementation of effective sales promotion.

Our marketplaces in Terminals 1 and 2 have already developed into lively focal points at the
airport. After passengers have checked in and completed the security and ticket checks, bars,
cafés and restaurants are inviting destinations on the “air side”, which is the technical term for
this part of the terminal. Duty-free and travel value shops, fashion stores with international chic
and designer collections, special shops with high-quality goods and luxury stores tempt visitors
to shop.

New activity centers are being created

Additional space, a friendly atmosphere and inviting surroundings are essential in order to en-
courage people to shop and to generate even faster retail growth. Efficient and safe exploitation
of the terminals is becoming more and more important in this context in view of the continu-
ing increase in passenger figures. In 2004, we therefore decided to carry out a program of 30
individual projects to modernize and remodel Terminal 1 and to optimize fire protection there, in
which we will be investing about € 1 billion in the next few years. 10,000 square meters of new
business space will be created as a result, too. The special feature of this major project: the work
will be carried out in certain sections while normal operations are still going on. The outcome
will be a modern Terminal 1 equipped to satisfy the latest standards with a friendly atmosphere
and inviting surroundings.

The incentive to shop is to be increased and more capacity created on the “land side”, too — the
section of the terminal to which visitors, people fetching passengers and employees have access.
The winner of the architects’ competition for redesigning Level 0 in Terminal 1 was chosen in
mid-December 2004. The jury was unanimous in awarding the first prize to the Frankfurt archi-
tects Jo Franzke, who co-operated with the Grego & Smolenicky interior design company from
Zurich. Franzke won a European competition with about 50 entries. This area of Terminal 1 is to
be used for distribution purposes to a larger extent in future, in order to relieve the strain on the
arrival and departure halls. The intention in this connection is to expand the commercial facilities
substantially and to establish attractive marketplaces on Level 0. Restaurants and fast food out-
lets, shops with everyday goods and service providers will then be the priority. The prizewinning
design makes sure that a pleasant atmosphere which encourages passengers, airport staff, visitors
and people collecting passengers to stay is created at Level 0 of the airport with the help of high-
quality materials, bright light and warm colours.
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Airport retailing

Area:

Number of outlets:

Number of catering facilities:

Highlight:

Target group focus:

23,103 m? of retail space, 14,507 m? of them for
shopping, including duty-free/travel value shops

188; 15 of them duty-free/travel value shops

43

casino

concentration on the air side, i.e. after security and ticket

checks have been completed. This area is only accessible
to passengers

Shop range: books/magazines, perfume/cosmetics, jewellery/watches,
optical goods/glasses, bags/shoes/leatherware, fashion/
accessoires, electronics/photography/hi-fi/video/CD,
tobacco products and confectionery, gift articles/flowers,
delicatessen, supermarket

Catering range: snack bars, bars, bistros, fast food, fine dining

Service range: car rental, money changing, banks, post office, travel
agencies, drugstores, hairdresser, WLAN, mobile telepho-
ne rental

Special feature: all of the countries with the highest per capita sales are in
the east: South Korea, Taiwan, Japan, China and Russia

Property address with excellent connections

The tremendous advantages of the location and the increasing concentration of business and
commercial operations of different companies make Frankfurt Airport City an extremely attractive
property address with a bright future. The marketing of property and space to maximize value is
therefore the second main emphasis in the future development of the airport location with the
aim of increasing its appeal. The range of property alternatives we and our strategic partners at
the location have to offer is as diverse as the requirements of the existing and prospective users.
Companies with national and international operations are already finding office properties here
in outstanding locations, airlines are optimizing their processes in top terminal locations, while
comprehensive concepts like CargoCity South provide not only offices and other space but also
an industry-specific infrastructure and networking which give the companies based here a clear
competitive edge. New space that is being developed is creating additional potential for further
success stories.

The property management
operations involve the develop-
ment, marketing and renting of
property at the airport.
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Retail & Properties

Impressive performance by CargoCity South: the magnet for companies

We have maintained our leading position in airfreight traffic as the biggest European cargo
airport even in difficult economic times. One major reason for this is our successful CargoCity
South concept, where more than 90 percent of the space has in the meantime been marketed.
In earlier forecasts, this had not been expected until 2008. 221 companies with more than 5,000
employees have now settled on the site, which has a total area of 98 hectares. The cargo busi-
ness is becoming increasingly important to us. Because logistic managers are following the hub
concept more and more — over 150 international airlines are represented in Frankfurt — and are
concentrating their standard cargo in particular at central airports. Freight turnover in Frankfurt
totalled more than 1.8 million tons in 2004, 11.4 percent more than in the previous year. Asia
is a particularly fast-growing region. The Far East is by far the most important market today,
accounting for almost 50 percent of the total cargo volume in Frankfurt. In order to be able to
safeguard Frankfurt’s position as the most important cargo hub in Europe and to continue the
CargoCity success story, Fraport will be developing and marketing new freight capacities at the
Airport City in future as well.

A new era is beginning with the withdrawal of the US Air Force

A new era will be starting for Frankfurt Airport at the end of 2005. This is when we will be taking
possession of the site of the US Air Base at the southern end of the airport. The Air Force will
have transferred its units to Ramstein and Spangdahlem by then. The areas that have been used
for military purposes up to now will be taken over primarily for the planned new Terminal 3 and
the operating processes associated with it as well as for commercial facilities.

An architects’ competition, in which ten large firms are participating and which is to be de-

cided in May 2005, is currently in progress. A decision has already been taken about the shape

— known within the company as the “beetle”: a semi-circular central building, in which large
shopping areas are also planned. Four pier “fingers” with the gates will project away from this. It
will be a terminal where only short distances have to be covered. This is particularly important for
us as an air transport hub with a large proportion of passengers changing to connecting flights.

A congress center in “Gateway Gardens”

“Gateway Gardens”, the residential area of the US forces east of Terminal 2, is being vacated in
2006. Fraport AG is involved in the development company. The 33.5-hectare site is classified as
a mixed commercial area. In addition to the construction of offices, shops, a hotel and a retail
center, a congress center is also planned — with a total gross floor area of 700,000 square meters.

Space for expansion on the Ménchhof site

We have bought the 84-hectare site of what used to be the Caltex refinery right next to the
airport, too. This site in a strategically important position close to the River Main is the biggest
undeveloped commercial area in the region. The site has a direct motorway connection and is
only two kilometers from Frankfurt Airport. Thinking is being done about developing a service
center here.

The “AIRRAIL center frankfurt” will be the most mobile place to work in Europe

The plan to build on the roof of the airport long-distance railway station is a particularly ambi-
tious project. The “AIRRAIL center frankfurt” is to be created here, with a luxury hotel, offices,
restaurants and shops. A syndicate intends to implement this € 500 million project as Fraport
AG's strategic partner. Construction work is scheduled to begin in 2005. The complex is to be
built on the roof of the railway station. The roof was designed to be built on at a later date right
from the start. The streamlined building is to be 660 meters long, 65 meters wide and 35 meters
high and would as a result be a new Airport City landmark. Architects are already calling the
spectacular building that is planned the “biggest skyscraper in the world that is lying on its side”.
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The dynamic development of the airport is the driving force behind the City

The growth of Frankfurt Airport is providing the potential for creating value in the non-aviation
business. Fraport boss Dr Wilhelm Bender: “The air transport business will be remaining a growth
industry because of increasing mobility. The proportion of global air traffic accounted for by
booming economic regions in Asia will be rising. It can be expected that mobility will be boosted
by the expansion of the European Union into Eastern Europe, too. Our most important objec-
tive is therefore to extend our hub airport — the central air traffic hub in Germany — to satisfy
demand.”

He is right in line here with the vision articulated by the American scientist Professor John D.
Kasarda, who is convinced that airports will be influencing the development of cities and busi-
ness areas in this century in exactly the same way as roads and motorways in the 20th century,
railways in the 19th century and ports in the 18th century. “The three A’s — accessibility, acces-
sibility, accessibility — will be replacing the current three L's — location, location, location — in the
assessment of property.”

Kasarda expects global airfreight volume to triple in the next 18 years. According to him, 70 per-
cent of all the products sold via the Internet are already shipped by express delivery in the USA.
And express consignments evidently make up more than 60 percent of airfreight in America
today. In a globalized world, where companies can sell goods to everyone, everywhere and at

all times, speed and flexibility have in his opinion become just as important as quality and price
nowadays.

Frankfurt Airport City is excellently prepared for this.

The most mobile place to work

|

—— . - in Europe: the planned AIRRAIL
: :_“E-"'-:'_E-:'ET-_' center frankfurt (shown here
s as a model) above the airport
F ran k f ur t AI [ pOI‘ t CI ty long-distance railway station.
Unique infrastructure: outstandingly easy to reach by plane, train and car
Catchment area: 35 million people living within a radius of 200 km, 51 million passen-

gers, 12 million people fetching passengers and 3.5 million visitors

Area: 19,2 km? with 428 buildings
Companies: 500, from Lufthansa to a bakery
Convention Center: airport conference center with 39 conference rooms for up to 200
participants
CargoCity South: basic area of 98 hectares, 5,000 jobs, more than 200 airlines,

transport companies and logistic service providers

Location development: AIRRAIL center frankfurt with 185,000 m? of space (above the
long-distance railway station), Gateway Gardens, Ménchhof site

and surrounding areas, A380 maintenance hangar
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Three questions to

Peter Schmitz
Executive Vice President, Ground Services

1. What was the highlight of
fiscal 2004 for you?

As the person responsible for the division with
most staff, meeting our employees — particularly
at the operating level - is, if you like, a constant
highlight. Their professional approach, enjoy-
ment of their work and commitment boost my
motivation to work hard to reach our goals, too.
It is quite simply fun to work with the team!

2. Where do you think the best
opportunities for the future lie?

The excellent quality of our comprehensive
ground handling services here in Frankfurt,
which are recognized to be the best in the
industry, need to be maintained at a high

level in future as well.

3. What challenges will you have
to tackle in the coming years?

We will have to exploit all the potential available
so that we can respond to constantly increasing
market pressure by coming up with innovative
new products, staying close to our customers
and optimizing efficiency — without compromis-
ing on quality. This is a job that is never finished!
It is not only necessary for our staff to appreciate
this; their active, flexible involvement is required,
too. | am optimistic as far as this is concerned!
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Trademark:
a professional approach

Professional ground handling is a trademark of the major international airport in Frankfurt. We
create the necessary basis on the ground for airlines to be successful in the air. AlImost 50 years
of experience in this area of business enable us to fulfill our customers’ individual requests and to
guarantee smooth handling. 7,000 employees provide passenger, apron, baggage and cargo ser-
vices for more than 200 national and international airlines in Frankfurt alone — with tremendous
success. Frankfurt is one of the fastest major airports in the world — with a guaranteed connect-
ing time of only 45 minutes.

Global standards in reliability and quality

Number three in global Our ground handling service staff carry out the complex operations perfectly and have been set-

ground handling: ting global standards for punctuality, reliability and quality for years now. On a revenue basis, we

1. Servisair/Globe Ground are in third position in the worldwide ground handling market.

2. Swissport

3. Fraport Ground Services Complex logistic processes and qualified skilled personnel backed by a range of special equip-
ment and systems guarantee a high degree of efficiency, dependability and punctuality. Our

Source: Airline Business 01/2005 proven concepts even enable airlines to compensate for delays in the air by means of fast han-

dling on the ground - a crucial factor that increases Frankfurt’s appeal as a hub in international
air transport, which has developed into a hub for all modes of transport thanks to the excellent
connections to the motorway and ICE railway networks.

Process of structural change identified at an early stage and costs cut

The ground handling industry is going through a process of radical change at the present time.
Due to the increasingly fierce competitive situation, the airlines are under enormous cost pres-
sure, which they are countering by applying systematic cost management. Liberalization in the
ground handling services field has led to more market players, too.

We have been quick to respond to this process of change and have already initiated and imple-
mented measures to make substantial structural cost reductions. We are continuing to follow this
path systematically with new projects. Personnel deployment is, for example, to be adapted even
more effectively to the fluctuations in traffic volume in 2005 by introducing new working time
arrangements.



We create the necessary basis on the ground for airlines to be successful
in the air. Fast and efficient aircraft handling is the visiting card of the
ground handling services. More than 200 national and international
airlines in Frankfurt alone rely on our efficiency, our reliability and our
know-how about complex logistic processes. Thanks to the application
of cost management principles at an early stage and innovative working
time arrangements, we are well equipped to tackle the challenges of a

fiercer competitive environment in future.
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Ground Handling

Pieces of baggage: 28,604,187 in 2004, record for one day of 111,594 on July 31

Aircraft handled*: 192,073

Cargo volume*: 1,792,073 tons of freight and airmail

Connecting time: guaranteed time: 45 minutes, minimum time: 35 minutes

Baggage conveyor system: length: 67 km, reliability level: 99.65 percent

Service range: passenger service, loading service, baggage service, cargo
transport, cargo handling, cleaning, de-icing, special services

Special features: facilities for animals: animals travel, too — from poisonous
South American snakes to Olympic show jumping horses.
perishable center: all kinds of perishable goods are handled
here. Frankfurt is the biggest fishing port in Germany!

* FRA Ground Services airside handling.
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Smooth baggage handling is one of the central assignments of the
ground services. We move more than 100,000 pieces of baggage every

day in peak periods with our baggage conveyor system.

Connecting times at hubs
minutes

=}
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“Ground handling is a Frankfurt success story”

Peter Schmitz, head of the Ground Handling division, is optimistic that all the challenges will be
met: “Ground handling is a Frankfurt success story and we are continuing to write it. With our
many years of experience, we are one of the leading international providers of ground handling
services. We are the airlines’ partner, understand their needs, take account of them and find

the solution.” Right in line with this, the focus at our “Customer Service Center” is always on
the customer. “One face to the customer” is our philosophy, an individual service concept with
the same contact person throughout. These “Customer Service Managers” look after all of the
airlines’ interests, so that smooth procedure is made possible in day-to-day airport operations.

45
50

45

45
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We are proud of the achievements of our ground handling services. The entire team is highly

motivated and knows how important their skills and commitment are for smooth air traffic all

over the world. We handle about 50 million passengers a year, more than half of them changing

planes in Frankfurt. This is a particularly tough challenge for our baggage experts, because the u

suitcases from the aircraft that has landed have to be unloaded, allocated to the right connecting

flight and loaded on to it again in only 45 minutes. Connecting times of only 35 minutes can be

achieved in special cases via the direct transfer of passengers and their baggage to the connect- Delays in

ing flight. European traffic
%

Reliability level: 99.65 percent

The automatic baggage conveyor system is the heart of the baggage handling operations and is

the leading one of its kind and size anywhere in the world. The complex system with its roughly

67 kilometers of conveyors makes sure that more than 100,000 pieces of baggage reach their

destination quickly and reliably every day in peak periods. Even when such disruptions occur as

delays or changes in reservation, suitcases are redirected to the flight on which the passenger is

leaving Frankfurt using special software. The reliability level of the system is now 99.65 percent.

15 |
63|
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Not only punctuality and precision but also safety are essential features of baggage handling.
The baggage system guarantees that all suitcases and bags are X-rayed, whether they are
checked in at one of the 359 counters in Terminals 1 and 2, at the “AlRail Terminal” or directly
at the departure gate. The concept of transporting baggage in coded plastic tubs has proved its
viability for large air traffic hubs impressively. Other major airports like Paris, Amsterdam, Munich

and Dubai have adopted this method.
|

Source: AEA
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Baggage performance Optimization of the baggage conveyor system did not by any means stop when it celebrated
Number of pieces of its 30th anniversary in 2004. Expansion of the airport in the south is posing new challenges, for
baggage left behind example. In accordance with the concept of multi-stage baggage controls, 100 percent X-ray
per 1,000 passengers examination of all checked-in baggage is to be integrated in the baggage conveyor system.

Fast and efficient aircraft handling

Rapid and efficient aircraft handling is the core skill of the ground handling services. Highly quali-
fied staff handle up to 1,100 flights a day using a wide range of special equipment and logistic
systems. The skills that have been developed over decades form the basis for the IT systems
developed in co-operation with well-known software companies and for solutions that enable
complex handling processes to be carried out so smoothly.

The transport services handle up to 9,000 orders per day with very different kinds of cargo. We
use a special planning system for this purpose, which arranges the waggons in the transport
trains exactly as the customer requires. Our customers can communicate their requirements
electronically and monitor the orders online.

Punctuality rate: more than 98 percent

A punctuality level of more than 98 percent helps to a decisive extent to guarantee the high
Source: AEA quality of the handling services, particularly in the sensitive areas such as express transport. Even

export cargo that arrives late is still taken to the aircraft requested by the customer in close co-

ordination with the loading service.

Fit for the future with the cargo subsidiary

Transfer passengers We spun the cargo handling operations off from Fraport AG in July 2004 and incorporated them

% in the newly established subsidiary Fraport Cargo Services, with the aim of making the cargo
services fit for the future. Since the summer, our teams of experts have been working on new

A business ideas, with which further customers can be obtained and future trends on the airfreight

market can covered. With its 550 excellently trained staff, the biggest neutral service provider at
Frankfurt Airport handles cargo for more than 80 different airlines and acts as a partner for more
than 200 forwarding companies and truckers.

Smooth flow of goods thanks to the use of innovative systems

Such additional logistic services as shipment collation, maintenance of the cold chain and
simplified customs clearance, which enables cargo to be transferred duty-free within the airport,
are becoming increasingly important. A smooth flow of goods is made possible by modern
computer programs developed specially for this purpose, in which the emphasis is on maximum
precision, speed and flexibility.

Every second passenger in Frank-

furt is taking a connecting flight.
Source: AEA
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Our cargo transport staff complete up to 9,000 or-

ders a day. The team handles a total of 1.6 million r
tons of cargo per year. We are also the people who

are contacted first when special, sensitive cargo i
" '

— such as animals — needs to be transported.

Subsidiaries generate competitive edges

APS Airport Personal Service GmbH was established at the end of 2003 to provide personnel ser-
vices of various kinds. Following a positive start on January 1, 2004, APS has managed to expand
its business and now has more than 500 employees. It provides its services successfully not only
to its main customer Fraport AG but also to other companies at Frankfurt Airport as well as in
areas associated with it.

N*ICE Aircraft Services & Support GmbH maintains the entire infrastructure for de-icing/anti-ic-
ing aircraft at Frankfurt Airport. It is the only provider of aircraft de-icing/anti-icing services on
the ground there. In addition to this, it develops technical and operational processes for this
purpose and markets its know-how externally, too.

The range is rounded off by ASG Airport Service GmbH, the operations of which consist of
cleaning aircraft cabins and supplying aircraft with magazines and accessoires. The company is
German market leader for aircraft cabin cleaning and has about 800 employees.




Andrea Pal, Senior Vice President, Acquisitions and Investments
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Three questions to

Andrea Pal
Senior Vice President, Acquisitions and Investments

1. What was the highlight of
fiscal 2004 for you?

2004 was a very successful year for the Fraport AG investment
portfolio. Almost all of the investments exceeded the targets set for
them. ICTS Europe in particular, our investment in the security field,
reported EBITDA growth of 31 percent to us at the end of the year.
The progress made as scheduled in the construction work at Lima
Airport is cause for confidence, too. The highlight was, however,

the conclusion at the last minute of the management contract for
Cairo Airport. Fraport won this commission against tough competi-
tion from France and Spain and will now be sending a management
team to Cairo for 8 years.

2. Where do you think the best
opportunities for the future lie?

The aviation industry has returned to growth and this is leading to
more intensive merger & acquisition activities on the airport market.
We are expecting three to four attractive privatization projects in
2005. The entire team worked with great motivation and flexibility
again this year in order to prepare the bids for them.

3. What challenges will you have
to tackle in the coming years?

Active portfolio management means not only promoting growth by
the investments but also opening up new markets. For the next few
years, we are planning fast growth for ICTS Europe and intend in
particular to enter new markets like Asia and the USA. The conces-
sion contract for operating the international Terminal 1 in Antalya is
expiring in 2007. We are already making preparations, so that we are
ready when a new invitation to tender is issued. In addition to this,
we will be starting our activities on the next stage in the expansion

of the airport in Lima in 2006. As can be seen: we have more than
enough to do! But it is these challenges that make the job particularly
exciting and the whole of the team is working hard to meet them.
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Revenues generated
by the investments*
before consolidation
€ million

637.6

04

* Subsidiaries and joint ventures

Passengers
million

External Activities

Fraport — a global
brand

Fraport is a global brand — the name stands for expertise in airport management, for maximum
quality in ground handling and for many years of experience as the European market leader for
aviation security. These three areas of operation are export products, with which we are safe-
guarding growth of our Group above and beyond the Frankfurt location. Our aim in the interna-
tional business is to participate in the higher growth of other markets. We anticipate that there
will be new opportunities in the USA, too in the coming years due to further liberalization.

Operating in Germany and abroad also means for us that we are strengthening our relationship
to the international airlines that are our customers in Frankfurt by carrying out activities in the
ground handling and security fields. We build up new markets gradually, in accordance with clear
rules.

Large increase in passengers at airport subsidiaries

We succeeded in recording above-average growth in passenger figures with our existing airport
investments in 2004, too. The increase in the Group as a whole was 9.2 percent. The profits
generated by the airport investments developed encouragingly, too.

In Antalya, the gateway to the Turkish holiday region, in which Fraport holds a 50 percent inter-
est, the passenger figures increased by 27.4 percent to 12.4 million passengers, while growth in
Lima (interest: 42.75 percent) was 11.9 percent to 5.1 million.

Frankfurt-Hahn Airport (interest: 73.07 percent) increased passenger figures by 13.6 percent to
2.8 million. The parking areas were increased by 1,200 to 9,700 cars and the space available was
expanded again, in order to meet the continuing demand. The marketing of space reflects the
positive development of the location, too. A new hotel is being built right next to the terminal,
while office buildings and a cargo hall are being constructed as well. Frankfurt-Hahn received
planning approval for lengthening the takeoff and landing runway to a total of 3,800 m in
December.



Management of airports

The trend towards the privatization of airports is continuing. Public owners are planning to dis-
pose of their shareholdings. The airports in Milan as well as airports in Germany, China and India
are examples. Not only international hubs are of interest here. The growth in point-to-point traf-
fic by low-cost airlines is making regional airports attractive, too, for example in holiday centers
in Southern Italy and on the Black Sea coast.

New opportunities on the Black Sea

There are openings for us to enter the market at the Bulgarian airports Varna and Burgas on the
Black Sea, too. Together with a Bulgarian shipping company as our partner in a syndicate, we
plan to take over operation of these holiday airports. The coast of the Black Sea in Bulgaria has
substantial potential in the mass tourism field. Because it is considerably less expensive to go on
holiday there than, for example, on the Mediterranean in Spain — and the climate is similar. The
Bulgarian government is planning to take a decision about awarding the two concessions in the
spring of 2005.

Airport management on fast-growing markets

We prefer management contracts for terminals and airports and concentrate here on markets
that are growing disproportionately fast, such as China, India or Eastern and South-Eastern Eu-
rope. In China there are plans to privatize more than 230 airports by 2010. In 2005, negotiations
are being held about the sale of Budapest, Milan and Bratislava Airports and the partial privatiza-
tion of Delhi and Mumbai Airports in India.
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Fraport operates successfully in
several different areas: e.g. as a
ground handling service provider
in Vienna and Jacksonville (b.1.).
Airports like Lima (t.1.), Antalya
(b.r.) and Frankfurt-Hahn (t.r.)

have developed successfully, too.

Now involved in Cairo as well:
in December, Fraport concluded
the contract to manage the
international airport in Cairo for
eight years.
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Entering the ground handling business in the USA

Employees We have been operating on the American market, initially at Jacksonville International Airport

% (JAX) in Florida, since October 2004 following the establishment of the wholly-owned subsidiary
Fraport Ground Services USA Inc. All the well-known US airlines fly to this airport, which handles
5 million passengers a year. Our US subsidiary in Jacksonville is currently providing aircraft han-
dling services (aircraft and baggage services) and passenger services. Talks are also being held
about taking over further services, which will make the airport more attractive to the airlines.

Another boom year for the security sector

2004 proved to be another boom year for the security sector. Our subsidiary “ICTS Europe” con-
tinued to expand its leading position in Europe here. ICTS operates at 50 different airports — from
Lisbon to Athens, from Oslo to Rome — with 18 independent subsidiaries in 17 countries. 10,000
employees handled over 700,000 flights with 140 million passengers.

New contract with United Airlines at six airports

After ICTS Europe received approval from the American Federal Aviation Agency FAA for all US
airlines in Europe, a contract was concluded with United Airlines in June 2004 that covers secu-
rity checks (passenger and passport controls, examination of hand baggage and the aircraft) at
London-Heathrow, Paris-Charles de Gaulle, Frankfurt, Amsterdam, Munich and Zurich Airports.
Brandon O’Reilly, Airport Operations Manager for United in Europe, commented as follows about
the agreement: “United is very impressed by the reputation and capabilities of ICTS Europe, par-
ticularly the professional approach it adopts to combine security, new technologies and customer
services.”

ICTS staff check passengers and passports, monitor arriving passengers, carry out surveillance
assignments, provide personal protection services, check baggage and airfreight.

Serving hospitals, hotels and luxury goods companies, too
The American airlines in particu- ICTS Europe does not just provide services at airports, however. Our subsidiary is responsible for
lar rely on the services provided access control assignments at hospitals, universities and hotels, too. ICTS Europe developed se-
by ICTS Europe. Five out of the curity plans, risk analyses and fraud prevention schemes for luxury goods companies like Chanel,
six US airlines that fly to Europe Cartier, Versace and Louis Vuitton and trained corporate security personnel.
are customers.
Two major sports events were particular challenges in 2004 - the Olympic Games in Athens and
the European Soccer Championship in Portugal. ICTS Europe was involved as a security service
provider at both events.



External Activities
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Investments:

90 at 88 locations in 18 countries, including 78 airports

Geographical distribution:

75 in Europe, 7 in Asia, 5 in North America and 3 in
South America

Service range:

airport and terminal management, security services,

ground handling, airport IT

Activities:

management contracts (e.g. Cairo), establishment of new
companies (e.g. Fraport Ground Services USA), acquisi-
tions (e.g. ICTS Europe), consulting

Special features:

Fraport does not just manage the hub in Frankfurt; it is
also present with associated companies in London, Paris

and Amsterdam

ICTS Europe is a successful operator in the security services business: our subsidiary is

responsible for the security checks at London-Heathrow, Paris-Charles de Gaulle, Amster-
dam, Munich and Zurich Airports for United Airlines, for example. Port security (e.g. in

Bremerhaven) is one of the services the company provides, too.
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Services provided by

ICTS Europe:

® Passenger and passport control

® Monitoring of arriving
passengers

e Personal protection

® Baggage and cargo checks

® Maritime security

ICTS Europe security:

® 50 airports

® 10,000 employees

e More than 700,000 flights

® 140 million passengers

e 115 customers all over the
world

The dogs detect minute

traces of explosive in the air. The
specimens detected are 1,000 to
1,000,000 times smaller than
those detected with any known
technical process.

External Activities

Perfect preparation for the Olympic Games

ICTS Hellas was the preferred partner for aviation security during the Olympic Games and the
subsequent Paralympics. We prepared the checks for the Olympic Games with our partners and
customers, including Athens Airport, Delta Air Lines, Swissport and Pandair, long before the
Games began. 40 percent additional personnel were recruited and a special “round-the-clock
emergency center” was established, which monitored the daily security status and was in a posi-
tion to respond in a co-ordinated fashion to any possible situations. Specialists from other ICTS
stations such as London, Paris and Frankfurt supported their colleagues in Athens. Fraport staff
from Frankfurt were responsible for looking after the baggage transport system, too.

Special checks for special athletes

The Olympic riders and their horses were demanding customers. The animals and their extensive
accessory equipment needed to be checked in a particularly ingenious control procedure, which
had been specially developed by ICTS Europe.

The most impressive performance was on August 30, the day after the Games ended. 856
aircraft landed and took off during this day, one aircraft movement per minute at peak times.
43,361 passengers with more than 50,000 pieces of baggage were handled. The punctuality
level was higher than at any other major event of this kind.

European Football Championship in Portugal: mission at short notice

ICTS Portugal had to prepare for its mission at the European Football Championship in a very
short time. The Portuguese airport group ANA asked ICTS Europe to provide additional security
services at the three airports in Lisbon, Porto and Faro before the tournament began, because
large crowds of football fans were expected. The main assignments included baggage and
passenger identity checks. Within a matter of weeks, ICTS Portugal was required to recruit 350
control staff and 50 supervisory staff and train them to carry out their duties.

During the mission, ICTS Portugal received intensive support from colleagues from Great Britain,
France, Holland, Italy and Germany. Experienced readers of the X-ray pictures of baggage in par-
ticular made sure handling went smoothly. There were no security problems at this major sports
event either. With its mission at the airports, ICTS Portugal was responsible for this success to a
large extent and established a good reputation for the coming years.

Our ground handling company Portway performed excellently in helping to deal with the addi-
tional traffic in Portugal during the European Championship. In the course of the Championship,
Portway handled almost 500 additional flights with more than 120,000 arriving and departing
passengers. ICTS Europe and Portway therefore contributed to the overall success of the Euro-
pean Championship.

Airfreight made safer by dogs with a nose for explosives

ICTS Europe presented an important new process for finding explosives in airfreight to the public
in the summer of 2004: air is sucked out of containers, crates or palleted goods via a filter with
the help of an extraction unit. This filter is then presented to dogs specially trained to sniff out
explosives, which detect any traces of explosives in the air.

Hundreds of tests in Paris prove the quality of “"RASCargO”

In the past three years, ICTS Europe has developed this method, trained dogs and dog supervi-
sors, checked the viability and reliability of “RASCargO” and made sure the process is economic.
A subsidiary called “Diag-Nose” operates a training center for dogs near Paris.
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Fraport investments
Fraport operates at many

different locations around
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the world. As a full-service
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provider, we are in a posi-
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processes both quickly and

smoothly.

Eight “Rasco” dogs and five security staff are deployed at Paris-Charles de Gaulle Airport and can
check up to 1,500 tons of goods every day. The system has been tested on hundreds of contain-
ers of all shapes and sizes in normal operation since January 2004. Every single piece of freight
that had been prepared to contain explosives was identified by the dogs immediately.

Flexible deployment at any location and fast results

In contrast to passenger baggage, airfreight is still transported largely unchecked today, because
it is assumed that the sender and the recipient are known and that shipping companies guaran-
tee safe storage and loading. This potential security gap can be closed reliably and inexpensively
with “RASCargO”. The system can in addition be deployed flexibly at any location and produces
results within only a few minutes.

The response from shipping companies has been very encouraging, says ICTS director Zamir
Eldar. “Cargo needs to be checked quickly, efficiently, inexpensively