





Ladies and gentlemen,
dear business partners,

In a generally difficult business environment, Lufthansa
Systems achieved a more than respectable result in
2008. The continued internationalization of our produc-
tion enabled us to improve our profitability and competi-
tiveness. Moreover, we gained new customers from both
inside and outside the airline industry.

Customers such as Air France-KLM and the SAS Group
chose our innovative Sirax AirFinance Platform. In the
spring of 2008, Emirates joined the growing number of
airlines using our Lido eRouteManual electronic naviga-
tion charts. Furthermore, we are working with logistics
company Schenker Deutschland to develop a new IT
system for regular bulk transportation. We take pride in
all new contracts because they represent a vote of confi-
dence in our company.

The long-term success of any company depends on
how effectively it contributes to the competitiveness of its
customers. This means anticipating their needs and pro-
viding them with the right products for their needs at the
righttime.

Achieving more with less is of paramount importance in
today's difficult economic situation. Each and every day,
innovative solutions from Lufthansa Systems help our
customers become more efficient and more competitive
in many ways. As a result, our share of the European air-
line IT market is now greater than 50 percent.

Our in-depth understanding of our customers' complex
business processes, together with extensive knowledge

of the latest technologies, make us particularly well qual-
ified to develop the kind of cutting-edge solutions that
deliver maximum commercial benefit to our customers.
As a strategic partner of IATA, we have been making a
substantial contribution to reducing airline costs within
the "Simplifying the Business" initiative for a number of
years. We also bank on innovation when it comes to
maximizing the customer benefits of our solutions —
particularly in times when corporate budgets are grow-
ing ever tighter.

True partnership shows particularly when there are seri-
ous challenges to be met. In the current situation, we be-
lieve that it is our task to enhance the competitiveness of
our customers by placing our entire expertise and expe-
rience at their disposal. We will therefore continue to in-
vest in research and development, in qualification of our
staff, and in the quality of our products and services. This
puts our customers in a position to grasp the opportuni-
ties that present themselves in every crisis, so that they
will ultimately emerge with renewed strength.
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Il | The world of Lufthansa Systems

Through a global network of sites, Lufthansa Systems serves more than 340 customers worldwide.
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Il | A time for new solutions

IT gives airlines the flexibility and efficiency they need to remain successful in turbulent times.

For the second time in a decade, the world's airline in-
dustry is facing tough economic challenges. IATA, the
global organization that represents the airline industry,
openly describes the crisis as “chronic” and expects the
business climate in 2009 to be the worst in 50 years.
After just one year of economic recovery, the soaring
price for aircraft fuel in 2008 again plunged the global
airline industry deep into the red. The world economy
slumped as the financial crisis took hold in the third
quarter, which caused demand to drop sharply.

In November 2008 the load factor on international
routes had plummeted to 72 percent, the lowest since
the SARS crisis of 2003. In December 2008 passenger
traffic was 4.6 percent lower than a year ago and freight
was even down by 22.6 percent — a development that
the airlines were unable to absorb. Given this environ-
ment, IATA estimates that the industry lost around five
billion U.S. dollars in 2008. And because global air
transport will continue to shrink in 2009, forecasts for the
current year suggest that a further loss of 2.5 billion U.S.
dollars is likely.

Fuel efficiency is paramount in economically difficult
times. This is true from an ecological as well as from
a financial point of view. Powerful IT solutions contribute to
better fuel efficiency. Optimizing routes with the flight plan-
ning system Lido OC, for instance, can save about 4 tons
of kerosene on a flight from Frankfurt to Los Angeles. This
prevents more than 12 tons of CO» from being released into

the atmosphere.

Sharp upturns, sharp downturns

The aviation industry has always been distinctly cyclical.
Because it is disproportionately affected by economic
change, whether positive or negative, it has always had
to adapt rapidly to shifts in the global economy. The
industry is also subject to strong competitive and cost
pressures. Flexibility and efficiency remain vital for any
company seeking to be successful in this market — no
easy task given the complex business processes that
every airline has to contend with.

Overcoming these challenges requires the use of state-
of-the-art information technology. Innovative IT solutions
have played an important role in supporting airlines in
reducing their unit costs (excluding fuel) by 13 percent
since 2001 — and in increasing their fuel efficiency by a
remarkable 19 percent. When one mentions modern
technology in relation to the aviation industry, people
automatically think of developments in aircraft and en-
gine design. It is so easy to overlook the global network
of data centers, computers and communications links
behind all that. Yet nothing ever happens in the airline
industry without high-performance IT. Without it, no ticket
can be sold, no passenger can be checked in and no
aircraft can be cleared for takeoff. This is hardly surpris-
ing when one remembers that the airline industry was
the first to apply automation to all aspects of its business.

Strategic IATA partner

In the aviation industry, maximizing efficiency and flexi-
bility is only possible thanks to IT innovations. These effi-
ciency improvements usually also result in improved
comfort for passengers. Today, booking a flight via the



Internet is quite normal, as is checking in at a kiosk or
even on the road with a cellular phone to avoid having
to waitin line.

In 2004, IATA initiated the "Simplifying the Business"
project in order to modernize fundamental aviation
processes with the aid of IT. Lufthansa Systems is one of
the strategic partners of this initiative, which aims to save
6.5 million U.S. dollars every year. We are providing ex-
pertise to virtually all project areas: e-ticketing, Common
Use Self Service (CUSS), check-in, barcodes on board-
ing passes and paperless freight management. The
widespread introduction of electronic ticketing, which
Lufthansa Systems solutions have supported, has result-
ed in savings of approximately three billion U.S. dollars
per year — and in greater convenience for passengers
who can now check in to their flight with nothing more
than an ID, a credit card or a frequent flier card.

By virtue of the depth of its portfolio and its technology,
Lufthansa Systems has enjoyed a leadership position in
the market for innovative IT solutions for many years. A
profound understanding of all airline business process-
es together with extensive IT expertise enables Lufthansa
Systems not only to develop technologically advanced
solutions but to create exactly those solutions that deliv-
er maximum economic and operational benefit to our
customers.

A good example is the flight planning system Lido OC,
which has fundamentally changed flight preparation
procedures. Dispatchers specify the exact route of a
flight taking into account the weather and airspace situa-
tion. They usually select the most suitable from a num-
ber of predefined standard routes.

The best route for every flight

Lido OC provides dispatchers with a host of optimization
options regarding flight time, fuel consumption or costs
of each flight, calculating details such as flyover fees in
addition to time and fuel consumption. The solution also
allows dispatchers to include temporary traffic flow
restrictions into analyzing the optimum route. Within
minutes, the computer runs through hundreds of possi-
ble options to find the best one. On a typical flight from
Frankfurt to Los Angeles, it is quite possible to save as
much as four tons of fuel in this way - the equivalent of
over twelve tons of CO».

As every aircraft deviates to some extent from its manu-
facturer's specifications, Lido OC does not calculate fuel
requirements based on standard data, but uses the ac-
tual performance data of each individual aircraft in the
fleet. Lido eAPM, the electronic aircraft performance
monitoring system, is able to generate this data on an
ongoing basis. This method also makes it possible to
reduce the amount of extra fuel required.

Hundreds of thousands of tons saved

Many airlines from all parts of the world are now deploy-
ing Lido OC, including numerous leading names in the
industry such as Lufthansa, Air Canada, British Airways,
Emirates, KLM and Singapore Airlines. These airlines
are able to reduce fuel consumption by up to five per-
cent solely as a result of optimized route planning. What
is more, they also reduce the amount of work required to
prepare for each flight.

The route planning system works with its own navigation
database containing aeronautical data from all over the



world, i.e. the arrival and departure routes of around
10,000 airports, 11,000 airways and 129,000 waypoints.
Every day, the database processes up to 4,000 NOTAMs
and 40,000 METAR weather reports. Lufthansa Systems
also generates its own navigation charts based on this
extensive database. The electronic charts form part of
Lido eFlightBag, the leading technological solution for
the paperless cockpit.

Previously, crews had to take along heavy cases, manu-
als and maps, and airlines had to go to considerable
trouble and expense to keep their manuals up to date.
Now they have a weight-saving electronic solution that
keeps all crew members fully informed and up to date
during the entire process - from planning the flight to
landing the aircraft. Lido Topas, a module for calculating
optimal takeoff data, also forms part of this solution,
along with the Lido eRouteManual. This solution also
helps save fuel and extends the life of the engines.

Making faster and more informed decisions

As an added bonus, integrated solutions such as Lido
eFlightBag can collate information and make it available
to different applications. In the complex web of airline
business processes, they create the foundation for mak-
ing faster and better decisions. A good example of this is
the Integrated Operations Control Center (IOCC), a virtu-
al operations center for airlines. Numerous processes

are closely interlinked in practice, e.g. on-time flight op-
erations, planning and controlling aircraft deployment
and maintenance, roster planning for cockpit and cabin
crew, route planning, changing passenger bookings
and monitoring passenger and freight streams. The
IOCC from Lufthansa Systems is the first integrated IT
platform able to control and monitor all of these opera-
tional activities. This is possible thanks to the integration
of proven software solutions such as Lido OC and the
NetLine suite. Lido OC covers all aspects of flight plan-
ning and related processes, while NetLine supports all
aspects of an airline's core processes - from strategic
planning to flight operations and crew planning.

The solution ensures that aircraft and crews are optimal-
ly deployed, which by definition has a positive effect on
costs. The benefits of an integrated solution like the
IOCC also manifest themselves in the quality of deci-
sion-making. When weather conditions interfere with
flight operations, for example, departments need to co-
operate to minimize the negative consequences for pas-
sengers and for the airline's own profitability. Because
all of the parties working together are able to access the
same information, they collaborate more efficiently. Fur-
thermore, they can also simulate a variety of decision
options before choosing the best one.

The Sirax AirFinance Platform is of similar importance to
the finance department as the IOCC s to flight operations.



1,350,000

This is the first integrated platform that supports and op-
timizes an airline's entire financial management, from
revenue accounting to cost controlling. As a strategic
partner for airline finance, Lufthansa Systems works
closely with IATA to ensure that it not only meets current
standards but is also well prepared for any future devel-
opments.

Profitability in real time

In addition to enabling significant cost reductions in a
variety of areas, this solution improves the speed and
quality of decisions. It makes information on profitability
and the airline's business situation readily available, al-
lowing airlines to assess virtually in real time the prof-
itability of individual flights based on revenues and the
costs of the route. Problem areas can be identified
quickly and the possible impact of decisions can be as-
sessed through simulations. This gives our customers a
definite edge against their competition that is particularly
worthwhile in challenging economic times when busi-
ness success depends more than ever on the ability to
make the right decision quickly.

Although the latest-generation IT solution may offer im-
pressive commercial and operational benefits, it be-
comes more difficult to justify its deployment the more
expensive itis to integrate. This is particularly true given
the current economic conditions in which airlines are

The Integrated Op-
erations Control

Center (I0OCC) from Lufthansa Systems enables airlines to optimize crew

and punctuality management, reduce the number of flight cancelations,

improve maintenance planning and minimize the number of positioning

flights. A regional carrier with a fleet of 80 aircraft can thus save up to

1.35 million euros per year.

cutting their investment programs in order to protect
their liquidity. This is why Lufthansa Systems offers its
innovative products using modern business models
such as Application Service Providing (ASP), and in-
creasingly, Software as a Service (SaaS) whenever pos-
sible. In both of these business models, the cost of intro-
ducing a new solution is limited largely to the cost of
training staff and adapting the software to suit the cus-
tomer's particular needs. Because no significant invest-
ment in hardware is required, the new IT solution will
very quickly make a positive contribution to cash flow
and to the company's cost structure.

This low initial cost is possible because Lufthansa
Systems itself already has the necessary infrastructure
and data lines, which comply fully with the aviation in-
dustry's high standards for availability, reliability and da-
ta security. The Lufthansa Systems data center in Kel-
sterbach near Frankfurt airport is one of the most mod-
ern and powerful of its kind in Europe.

The fastest way to the customer

Other business sectors can benefit from Lufthansa
Systems' prominent position in the aviation industry. One
example is the AdvancedCargo Suite, which is posi-
tioned at the interface between aviation and logistics. As
a comprehensive integrated IT platform, the suite sup-
ports and optimizes all of a cargo airline's processes —
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from sales and reservations to back office processing
and billing. The results are simpler processes, automat-
ed workflows and lower costs.

Information technology has become a core component
of the logistics industry as business processes and IT
systems have become critical success factors. The in-
depth knowledge that Lufthansa Systems has built up
from its many years of experience with air cargo helps
our customers in the development of innovative solu-
tions for the transportation of goods by land, sea and air.
\We also enable them to cut their costs and improve
service quality, and so enhance their competitive posi-
tion in global markets.

No large company can survive today without ERP
(Enterprise Resource Planning) software. Experience
has shown that airlines work up to 15 percent more effi-
ciently after it has been introduced. Although there are
powerful standard solutions on the market such as SAP
and others, these do not fully address the specific needs
or processes of the aviation industry. The experts from
Lufthansa Systems use their industry expertise to sup-
port airlines in the selection and introduction of ERP sys-
tems so they will get maximum benefit from their invest-

ment. Our experience in the highly complex aviation
industry makes Lufthansa Systems a valuable partner
in the customization, migration and operation of ERP
solutions for companies from other business sectors.
The high cost pressures in the aviation industry mean
that more detailed interaction between the various
process levels is necessary to enable airlines to react
quickly to market changes. It is apparent that today's sys-
tems and processes will eventually reach their limits.
Innovative IT technologies are needed to create new
opportunities for airlines to increase their efficiency.
Lufthansa Systems specialists are already working in
partnership with research institutes and universities to
help develop these methods. We are engaged in a fruit-
ful dialog that brings together commercial and sector
know-how to create the kind of IT solutions that airlines
will need in the next decade to meet the challenges that
the future has in store.



People — a key factor for success IR

For an IT service provider like Lufthansa Systems, its
3,000 employees, with their skills and creativity, are its
most important resource. This is why we continually in-
vest in their training and professional development.

A key pillar of our HR strategy are our degree programs
in business informatics and in international business
information technology, run in cooperation with
Mannheim University of Cooperative Education. These
three-year courses, which lead to a Bachelor of Science
degree, combine alternating periods of theoretical stud-
ies at the University with practical assignments at
Lufthansa Systems sites in Germany and abroad.
Lufthansa Systems devotes a good deal of attention to
the subject of project management. Its importance was
highlighted in October 2008 at the first PM Community
Day for project managers, which marked the launch of
the company's cross-disciplinary exchange of knowl-
edge and experience in this important area.

In 2008, Lufthansa Systems carried out a number of dif-
ferent project management training models, in which
more than 300 employees took part. In addition a group
of project managers began their PMI certification. Other
activities taking place in this field were the introduction of

Investment in training and professional development is vital for our future.

a project management career path in the Airline Man-
agement Solutions division and the T.O.P. (Talents on
Projects) pilot program, in which staff with the necessary
potential learn how to manage large-scale projects.

To train and develop our managerial staff, we set up pro-
grams for team leaders (Lead!) and for departmental
heads (NEXT!). In addition to fostering the development
of management skills, these programs, which are organ-
ized in cooperation with well-known external partners,
are designed to create mutual support networks.

There is a strong emphasis on global assignments, dur-
ing which managers spend time working abroad. They
always undergo intercultural training before they set off.
During their stay and upon their return, they receive sup-
port via an anchor program from a Lufthansa Systems
manager. Of course, this support is also available to staff
who are sent from abroad to work with us in Germany.
Thanks to its personnel work, among other factors,
Lufthansa Systems is considered by young profession-
als to be one of the most attractive employers in the IT
industry. This ensures that we have a continuous stream
of young talent available, which is a key prerequisite for
the continued success of the company.
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| Performance and value attract customers

About 340 companies worldwide trust Lufthansa Systems. 2008 saw the arrival of new renowned customers.
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Lufthansa Systems was successful again last year in
convincing a large number of new customers of the
economic benefits of its IT solutions. At the same time,
established business partners renewed their contracts —
and in some cases even increased their scope.

New members for the Sirax community

Air France-KLM opted for the Sirax AirFinance platform
in 2008. Europe's largest airline is now a member of the
customer group for the finance management suite from
Lufthansa Systems, as are Brussels Airlines and Scandi-
navia’s SAS Group. As the first integrated platform for
airline finance departments, the suite reduces operating
costs by optimizing all financial processes. The high
data quality and the rapid availability of financial infor-
mation gives airlines greater flexibility and speeds up
their capacity to respond to changed circumstances.
Since the Sirax AirFinance platform is capable of con-
trolling and managing the entire revenue accounting
process, it provides data on route and network revenue
virtually in real time, enabling customers to quickly intro-
duce measures to secure profitability whenever neces-
sary. The Sirax AirFinance platform gives airlines a clear
competitive advantage — one that is particularly valuable
in these uncertain economic times.

The success story of the Lido FlightOps suite continues
The Lido FlightOps suite was able to further consolidate
its market position thanks to new customers and contract
renewals by long-standing business partners. EasyJet,
one of the world's leading low-cost carriers, signed an
agreement for the use of Lido Operations Center (Lido OC),
our innovative flight planning solution. North African
airline Tunisair will also be deploying Lido OC over the
next 10 years. High-profile airlines, including Air Berlin,
Finnair and Kuwait Airways, renewed their contracts for
Lido OC. Al of these successes underscore how highly
airlines — irrespective of their size or business model -
value the Lido products. Over 40 percent of all flights by
European airlines are now planned with the aid of Lido OC.
By taking into account flight-related information such as
the weather and the airspace situation, airlines can re-
duce fuel consumption and thus the cost of each flight.
And the ecological benefits are just as valid as the com-
mercial advantages. By optimizing flight routes, Lido OC
saves several hundred thousand tons of fuel each year
and so reduces CO, emissions by over a million tons.
Amsterdam Airlines, the first customer for our innovative
Lido eFlightBag, began using the solution last year,
while Croatia airlines has decided in favor of it. Lido
eFlightBag gives a flight crew electronic access to all the



operational data and documents it needs during a flight.
It optimizes information processes in the cockpit and so
helps improve efficiency on board the aircraft while con-
tributing to the safe arrival of the flight.

2008 also marked the start of the development of our
next-generation Electronic Flight Bag (EFB). The "EFB
Next Gen" and the associated hardware upgrade to a
Class 2 solution offer Lufthansa pilots greatly enhanced
functionality. We expect it to set new standards in user
friendliness and efficiency.

Continued demand for airline management solutions
Brazilian airline GOL will soon be enjoying the benefits
of a much more effective resource management, thanks
to Lufthansa Systems' NetlLine Suite. The six-year agree-
ment covers NetlLine/Ops for all operational control
processes, NetLine/Sched for flight plan management
and NetLine/Crew for crew planning.

Lufthansa Systems has strengthened its position in the
Russian market thanks to a newly signed agreement
with Rossiya Russian Airlines. For an initial period of
eight years, Russia's biggest state airline will be using
our ProfitLine/Yield and ProfitLine/Price revenue man-
agement solutions - today's most comprehensive com-
puterized pricing system.

Mobile check-in in Austria and worldwide

Thanks to Lufthansa's pioneering GroundSolutions plat-
form, customers of Austrian Airlines (AUA) will soon be
able to save valuable time at the airport by sending their
electronic boarding card via the Internet to their mobile
phone after checking in. The Austrian carrier already
uses the Lufthansa Systems \Web Check-in solution, in-
cluding the APIS function for sending passenger data
to the US authorities.

Austrian Airlines has been using the e-ticket interlining
solution from Lufthansa Systems since 2005. It created a
further 90 electronic ticketing connections in 2008. The
solution takes into account the highly complex require-
ments of e-ticket interlining, which enables airlines to
share e-ticket information on connecting flights.
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A total of 70 million transactions are carried

out in our data center each day - more

than 800 per second. The data center is one of the most modern

and powerful in Europe. It enables passengers to check in using

kiosks or mobile devices, airlines to plan their flights efficiently and

pilots to fly virtually paperless.
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Increased security for credit card transactions

Last year, Lufthansa Systems introduced an innovative
concept for improving the security of credit card trans-
actions: the PCI Compliance Engine. Many airline ser-
vices, such as ticket sales, check-in and mileage credit,
are transacted using credit cards. The system, which is
based on the latest security standards of leading credit
card companies, provides maximum protection against
fraud for cardholders, dealers and credit card companies.
The Lufthansa Systems product maintains a clear, straight-
forward approach that fully satisfies the highest security
standards. The PCl Compliance Engine was certified in
October by an independent auditing company to comply
with the requirements of credit card company Visa.

New IT solutions for logistics companies

Schenker Deutschland AG has chosen to manage its
regular bulk cargo transportation with the aid of a new IT
system which it is developing together with Lufthansa
Systems. MyMISTRAL reduces the complexity of the lo-
gistics company's system environment and simplifies
data exchange. Schenker Deutschland AG will also ben-
efit from the control and optimization of all its operational
core processes as well from interfaces to customers and

business partners. 2008 also saw increased activity in
the partnership between Lufthansa Systems and
Panalpina, the leading international transport and logis-
tics service provider.

Optimized IT processes for hospital administration
Stadtisches Klinikum Munchen, the Munich municipal
hospital operator, entrusted Lufthansa Systems with the
consolidation of its SAP healthcare systems. The objec-
tive was to standardize the hospital's IT processes and
thereby help the hospital satisfy the growing expecta-
tions being placed on cost-effectiveness, quality, effi-
ciency and transparency. The new system provides staff
in the clinic's five hospitals with standardized access to
all the data they need, irrespective of their location.

Infotainment on the high seas

Mobile infotainment from Lufthansa Systems has en-
joyed an excellent reputation in the cruise industry for
some years. In 2008, we signed new agreements with
AIDA Cruises, Sea Cloud Cruises and premium opera-
tor The Yachts of Seabourn. Our mobile infotainment
system is the world's most modern solution of its kind. It
delivers added value at many levels. Premium-quality



infotainment enables the cruise company to offer its
guests a highly personalized service. Passengers can
send and receive e-mails, surf the Internet, use audio
and video on demand and receive live television. Via the
ship's intranet, guests can access port information, book
shore excursions and on-board activities and even shop
online. What is more, on-board processes can be con-
trolled more efficiently and more cost-effectively. The
use of innovative technologies ensures that the system
remains futureproof.

IT infrastructure for the next decade

Tour operator Thomas Cook Deutschland has agreed to
a five-year extension of the contract originally signed in
2003 for the management of its complete IT infrastruc-
ture. The contract covers Wide Area Networks (WAN),
midrange systems, deskiop services, e-commerce plat-
forms and the Lotus Domino e-mail system. We will also
be standardizing our service support for all the applica-
tions we have installed for Thomas Cook in recent years.

Next generation of IT operator models
Lufthansa Systems is rolling out third-generation IT op-
erator models worldwide for Lufthansa German Airlines
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and Lufthansa Cargo. A total of 15,000 workstations at
500 sites around the globe are being equipped with new
hardware and software components. Even though the
operator models of both companies share the same
structures and processes, there is still a large number of
company-specific requirements and regional variations
to be taken into account.

These highlights of the year 2008, together with our
steadily growing customer base, show what is possible
when a company with a range of innovative products is
prepared to focus its resources on quality and customer
service.
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