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The Lufthansa Group

The Lufthansa Group

The Lufthansa Group is an aviation group with operations worldwide. It is
composed of the segments Network Airlines, Eurowings and Aviation Services.

KEY FIGURES LUFTHANSA GROUP

2020 2019 Change
in %
Revenue and result
Total revenue £€m 13,589 36,424 -63
of which traffic revenue €m 9,078 28,136 -68
Operating expenses €m 20,846 37,124 -44
Adjusted EBITDA" €m -2,890 4,718
Adjusted EBIT? €m -5,451 2,026
EBIT €m -7,353 1,857
Net profit/loss £€m -6,725 1,213
Key balance sheet and cash flow statement figures
Total assets £€m 39,484 42,659 -7
Equity ratio % 8B 24.0 -20.5 pts
Net indebtedness €m 9,922 6,662 49
Pension provisions £€m 9,531 6,659 43
Cash flow from operating activities €m -2,328 4,030
Capital expenditure (gross)? €m 1,273 3,559 -64
Adjusted free cash flow" €m -3,669 203
Key profitability and value creation figures
Adjusted EBITDA margin? % -21.3 13.0 -34.3 pts
Adjusted EBIT margin® % -40.1 5.6 -45.7 pts
EBIT margin % -54.1 5.1 -59.2 pts
ROCE % -22.7 6.1 -28.8 pts
Adjusted ROCE" % -16.7 6.6 -23.3 pts
Lufthansa share
Share price at year-end € 10.82 16.41 -34
Earnings per share € -12.51 2.55
Proposed dividend per share € = -
Traffic figures®
Flights number 390,900 1,187,728 -67
Passengers thousands 36,354 145,299 -75
Available seat-kilometres millions 109,828 358,803 -69
Revenue seat-kilometres millions 69,462 296,217 -77
Passenger load factor % 63.2 82.6 -19.4 pts
Available cargo tonne-kilometres millions 10,591 17,379 -39
Revenue cargo tonne-kilometres millions 7,373 10,664 -31
Cargo load factor % 69.6 61.4 8.2 pts
Employees
Employees as of 31 Dec number 110,065 138,363 -20
Average number of employees number 125,207 137,784 -9

" Derivation Financial strategy and value-based management, p. 21ff., Earnings, assets and financial position, p. 38ff.
2 Without acquisition of equity investments.
3 Previous year’s figures have been adjusted.

Date of publication: 4 March 2021.
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Business segments

Network Airlines

The Network Airlines segment comprises Lufthansa German
Airlines, SWISS, Austrian Airlines and Brussels Airlines. With
their multi-hub strategy, the Network Airlines offer their
customers a premium, high-quality product and service,
and a comprehensive route network combined with the
highest level of travel flexibility.

Eurowings

The Eurowings business segment includes the flight
operations of Eurowings and Eurowings Europe, as well
as the equity investment in SunExpress. With Eurowings,
the Lufthansa Group has an innovative offering for
price-sensitive and service-oriented customers in the
structurally growing European direct traffic segment.

Logistics

In addition to Lufthansa Cargo AG, the Lufthansa Group's
logistics specialists, the Logistics segment includes
the airfreight container management specialist Jettainer
group, the time:matters subsidiary, which specialises in
particularly urgent consignments, and the equity invest-
ment in the cargo airline AerolLogic.

MRO

Lufthansa Technik is the world’s leading independent
provider of maintenance, repair and overhaul services (MRO)
for civilian commercial aircraft. Lufthansa Technik AG
serves more than 800 customers worldwide, including
OEMs, aircraft leasing companies and operators of

VIP jets, as well as airlines.

Catering

The LSG group offers a comprehensive range of products,
concepts and services related to in-flight service. As the
strongest revenue driver in the LSG group, LSG Sky Chefs
offers classical catering for airlines, as well as lounge
management. After the sale of its European business,
the LSG group still works for more than 300 airlines with
139 plants in 46 countries.
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NETWORK AIRLINES 2020 Change in %
Revenue €m 6,622 -74
of which traffic revenue €m 5,488 -76
Adjusted EBIT €m -4,674
Adjusted EBIT margin % -70.6 -77.7 pts
Adjusted ROCE % -27.9 -38.8 pts
Segment capital expenditure €m 958 -65
Employees as of 31 Dec number 57,363 -6
EUROWINGS 2020 Change in %
Revenue €m 598 -74
of which traffic revenue €m 579 -75
Adjusted EBIT €m -703 -476
Adjusted EBIT margin % -117.6 -112.3 pts
Adjusted ROCE % -43.4 -37.6 pts
Segment capital expenditure €m 106 -17
Employees as of 31 Dec number 3,088 -10
LOGISTICS 2020 Change in %
Revenue €m 2,757 11
of which traffic revenue €m 2,596 12
Adjusted EBIT €m 772
Adjusted EBIT margin % 28.0 28.0 pts
Adjusted ROCE % 26.2 26.2 pts
Segment capital expenditure €m 222 -22
Employees as of 31 Dec number 4,373 -4
MRO 2020 Change in %
Revenue €m 3,747 -43
of which external revenue €m 2,724 -38
Adjusted EBIT €m -383
Adjusted EBIT margin % -10.2 -17.2 pts
Adjusted ROCE % -6.3 -12.7 pts
Segment capital expenditure €m 152 -51
Employees as of 31 Dec number 22,745 -5
CATERING 2020 Change in %
Revenue £€m 1,305 -61
of which external revenue €m 1,064 -59
Adjusted EBIT €m -284
Adjusted EBIT margin % -21.8 -25.6 pts
Adjusted ROCE % -17.3 -23.7 pts
Segment capital expenditure €m 28 -78
Employees as of 31 Dec number 13,227 -63
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The Executive Board

The Executive Board

Deutsche Lufthansa AG

Carsten Spohr, Chief Executive Officer Christina Foerster, Chief Customer Officer
Born in1966, industrial engineer, Chairman of the Executive Board Born in 1971, MBA, Executive Board member since 2020,
and CEO since 1 May 2014, Executive Board member since 2011, with the Lufthansa Group since 2002

with the Lufthansa Group since 1994

Harry Hohmeister, Chief Commercial Officer Detlef Kayser, Chief Operations Officer
Born in1964, diploma in commercial air transport, Executive Board Born in1965, Aerospace engineer, Executive Board member
member since 2013, with the Lufthansa Group since 1985 since 2019, with the Lufthansa Group since 2016

Michael Niggemann, Chief HR & Legal Officer Remco Steenbergen, Chief Financial Officer
Born in 1974, lawyer, Executive Board member since 2020, with the Born in 1968, MBA, RegisterAccountant, Executive Board member
Lufthansa Group since 2007 since 2021, with the Lufthansa Group since 2021
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Letter from the Executive Board

adies and gentlemen,

2020 was one of the most challenging years in the history of the Lufthansa Group. We will never forget it.
The outbreak of the coronavirus pandemic dealt an unprecedented blow to the entire airline industry and this
also to the Lufthansa Group.

Last year, we welcomed only 36 million passengers on board our flights - a quarter of our normal passenger
numbers. Our passenger airlines had to cut their capacity significantly, and for much longer and in more areas
than anticipated over the course of the year. Austrian Airlines and Brussels Airlines even had to shut down their
flight operations entirely at times. At the same time, we accepted our particular responsibilities as one of Europe’s
leading airlines in these challenging times. In cooperation with the governments of their respective countries,
our airlines carried out hundreds of repatriation flights to bring travellers home from all over the world. They also
maintained Europe’s supply chains and transported urgently needed medical equipment.

Right from the start of the crisis, we cut our costs across the organisation and avoided cash outflows wherever
possible. Despite acting so quickly and consistently, we had to resort to government stabilisation measures in
the middle of the year to ensure the Company’s continued existence. We agreed a stabilisation package with the
Federal Republic of Germany’s Economic Stabilisation Fund in May and June, which included funding measures
and loans of up to EUR 9bn. State aids negotiated with the governments of Switzerland, Austria and Belgium are
included in this stabilisation package.

After a brief upswing, international air traffic declined again significantly at the end of the summer travel
periods. This was also due to a new increase in infection rates and the resulting increase in travel restrictions.
The situation remained difficult even after the end of the year. Overall, the Lufthansa Group’s revenue fell by
63% in the reporting year due to the coronavirus crisis. Adjusted EBIT, our main performance indicator, decreased
to EUR -5,45ITm. Only Lufthansa Cargo made a positive contribution to earnings, reporting a record result.

Global air traffic will take years to return to its pre-crisis levels. In order to survive the crisis successfully, the
Lufthansa Group is adapting to the current situation, changing and becoming smaller. This is the only way we
can continue our contribution to society by connecting people, cultures and economies in the future. This crisis
has shown what an important contribution that is, and how severe the long-term consequences for society
can be if people can no longer come together across national boundaries and cultures. That is why the mission
statement for our strategic vision in the years ahead, and at the same time the title of this annual report, is
TRANSFORMING THE WAY WE CONNECT PEOPLE, CULTURES AND ECONOMIES.
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Letter from the Executive Board

With the ReNew restructuring programme, we are adapting the Lufthansa Group to the new market conditions
and establishing the conditions for repaying the funding from the stabilisation package quickly as well as ensuring
sustainable, profitable growth. We have already made good progress with the restructuring. Last year, we signed
crisis agreements with all the main trade unions of the Lufthansa Group in Germany and streamlined our organi-
sational structure. Around the world, more than 28,000 colleagues have left the Company. We have also introduced
many structural measures to reduce complexity in the Company and increase our efficiency. ReNew also provides
for a reduction of the fleet by 150 aircraft across the Group. To achieve this, we are decommissioning primarily
older aircraft ahead of schedule. The programme also aims to focus the Lufthansa Group even more sharply

on the core airline business. In this context, we are planning to resume the sales process for the remaining
non-European business of the LSG group as soon as possible.

Customers will always remain at the centre of our efforts. For this reason, we will continue to consistently build
our products and services around individual customer needs. We want to use innovation and digitisation to
increase customer satisfaction even further and offer our customers the best airline product in Europe.

Responsibility will continue to be the foundation of all business activity in the Lufthansa Group. Here, we aspire to
lead the airline industry with our high standards. We are expanding our environmental commitment. For instance,
we support the industrial production and use of alternative, sustainable fuels and the expansion of intermodal traffic.

The Executive Board and the entire management team are working hard together to realign the Lufthansa Group.
And even if the impact of the crisis continues to weigh on the entire sector for a long time, we are convinced
that we will emerge stronger from this crisis than our competitors. People want to fly again, and do so whenever
the opportunity to travel safely opens up again.

We will be pleased if you stayed with us on our journey, and we hope to welcome you aboard our aircraft
again soon.

Frankfurt, February 2021

a7

Carsten Spohr
Chief Executive Officer
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Report of the Supervisory Board

To our shareholders

Report of the Supervisory Board

_adies and gentlemen,

The 2020 financial year was a historically challenging year
for the Lufthansa Group. The impacts of the coronavirus
pandemic on global air traffic and therefore also on our Com-
pany dominated the work of the Executive Board and the
Supervisory Board. The Supervisory Board oversaw the work
of the Executive Board members and advised them. The
Supervisory Board carried out the duties conferred on it by
statute, the Company’s Articles of Association and its internal
regulations.

In 2020, the Supervisory Board held a total of ten meetings,
seven of which were conducted virtually. Overall, Supervisory
Board members had an attendance rate of 99%. No member
of the Supervisory Board was present at only half or fewer

of the meetings of the Supervisory Board or the Supervisory
Board committees. An overview of individual attendance
rates can be found at 4 https://investor-relations.lufthansa-
group.com/en/corporate-governance/supervisory-board.html.

Karl-Ludwig Kley,
Chairman of the Supervisory Board

To ensure the ability to act quickly in times of crisis, the
Supervisory Board transferred key powers to the Steering
Committee in the period from April to September 2020. The
Steering Committee met twelve times during this period,
which allowed it to keep abreast of the developments in the
Group and to provide intensive advice to the Executive Board.
Due to the pandemic, no professional training events were
organised in the 2020 financial year.

The Executive Board regularly provided the Supervisory Board
with full, timely information on the course of business, the
competitive environment, planned Company policy and all
significant strategic and operating decisions. In particular,
they were regularly informed about the decline in business
as a result of the pandemic, the status of liquidity and short-
time working, and the restructuring measures planned and
implemented as a result of the coronavirus crisis. On numerous
occasions, the Executive Board informed the Supervisory
Board about the content and status of the government stabi-
lisation measures as well as potential insolvency scenarios.
The Executive Board also informed us regularly and on an

ad hoc basis of changes in the shareholder structure and the
performance of the Lufthansa share. As Chairman of the
Supervisory Board, | read the minutes of the Executive Board
meetings and discussed the current situation and the course
of business with the Chairman of the Executive Board and
CEO on an ongoing basis.


https://investor-relations.lufthansagroup.com/en/corporate-governance/supervisory-board.html
https://investor-relations.lufthansagroup.com/en/corporate-governance/supervisory-board.html

TO OUR SHAREHOLDERS
Report of the Supervisory Board

Key topics discussed by the Supervisory Board

Our meetings focused on the economic development

of Deutsche Lufthansa AG and its associated companies.
Against the background of the coronavirus pandemic, we
regularly addressed the liquidity situation in particular. The
stabilisation measures of the German Economic Stabilisation
Fund (WSF) and in our other home countries as well as
alternative scenarios and the planned measures for Group
financing, restructuring and refinancing of the Company
were discussed a number of times by the Supervisory Board
or the Steering Committee.

At its meeting on 18 March 2020, the Supervisory Board
approved taking out additional funding of up to EUR 5bn by
the end of 2020. In addition, at its meeting on 21 September
2020, the Supervisory Board approved the issue of a con-
vertible bond by Deutsche Lufthansa AG in the amount of up
to EUR 600m with a term of up to seven years.

At its meetings on 27 May 2020 and 1 June 2020, the
Supervisory Board focused in detail on the state support
measures to secure the necessary liquidity of Deutsche
Lufthansa AG and, at its meeting on 24 June 2020, approved
the framework agreement with the WSF on stabilisation
measures of up to EUR 9bn. During the height of the crisis,
the Supervisory Board consulted with outside attorneys,
particularly with regard to insolvency law issues. The external
advisers took part in individual meetings of the Supervisory
Board and the Steering Committee.

The meeting on 22 September 2020 was dedicated to the
Group’s ongoing strategic development, which was discussed
in detail with the Executive Board. The corporate strategy
was updated on this basis and then approved at the Super-
visory Board meeting on 3 December 2020.

The Supervisory Board also approved the medium-term
financial planning for 2021 to 2024 on 3 December 2020.

Adjustment of Executive Board remuneration

On 18 March 2020, the Supervisory Board adopted additional
changes to the remuneration system for Executive Board
members, which has been in place since 2020. These changes
apply to new appointments and reappointments of Executive
Board members. In order to implement the corresponding
recommendations of the German Corporate Governance Code
(GCGC), as amended on 16 December 2019, the decision
was taken to offset the severance payment against the
compensation payment resulting from a post-contractual
non-compete clause and to limit the severance payment in the
event of a change of control to 100% of the cap on severance
pay provided for in Executive Board appointment contracts.
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Within the framework of the resolution on the WSF stabilisa-
tion measures, in June 2020 the Supervisory Board continued
to classify the current remuneration of the Executive Board
as appropriate, notwithstanding the current crisis situation.
This was particularly the case against the background of the
voluntary waiver by the members of the Executive Board

of 20% of their basic remuneration for the period from April
to September 2020, the reduction or elimination of variable
remuneration components due to the crisis, and the addi-
tional restrictions on Executive Board remuneration resulting
from the framework agreement.

For the implementation of the remuneration restrictions of
the framework agreement between Deutsche Lufthansa AG
and WSF of 29 June 2020, on 21 September 2020 the Super-
visory Board adopted a resolution to make the necessary
adjustments (in particular with regard to variable remuneration)
to Executive Board appointment contracts for the duration
of the stabilisation measures or for the duration of the con-
tractual restrictions. This included the temporary suspension
of the ramp-up phase defined in the Share Ownership Guide-
lines until variable remuneration is granted again. All acting
members of the Executive Board have declared that they
have no entitlement to the granting of variable remuneration
under their appointment contracts during the period of the
stabilisation measures, with the exception of entitlements
which had already been acquired before 21 June 2020.

https://investor-relations.lufthansagroup.com/en/corporate-
governance/executive-board/executive-board-compensation-
system.html.

Changes in Executive Board membership

Ulrik Svensson resigned from the Executive Board as
Chief Financial Officer with effect from 6 April 2020 for
health reasons. By circular resolution dated 21 April 2020,
the Supervisory Board acknowledged the resignation of
Ulrik Svensson from the Executive Board with effect from
6 April 2020 and approved the conclusion of a rescission
agreement with effect from 30 April 2020.

Thorsten Dirks resigned from the Executive Board of the
Company in the course of the conclusion of the government
stabilisation measures. By circular resolution dated 26 June
2020, the Supervisory Board approved the premature termi-
nation of the Executive Board appointment of Thorsten Dirks
and the conclusion of a corresponding rescission agreement
with immediate effect.

The Supervisory Board thanks Ulrik Svensson and Thorsten
Dirks for their valuable contributions to the Lufthansa Group
over the past three years.

At its meeting on 21 September 2020, the Supervisory Board
reappointed Harry Hohmeister as Member of the Executive
Board of Deutsche Lufthansa AG with effect from 1 July 2021
for a term of three years, ending on 30 June 2024.


https://investor-relations.lufthansagroup.com/en/corporate-governance/executive-board/executive-board-compensation-system.html
https://investor-relations.lufthansagroup.com/en/corporate-governance/executive-board/executive-board-compensation-system.html
https://investor-relations.lufthansagroup.com/en/corporate-governance/executive-board/executive-board-compensation-system.html
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Report of the Supervisory Board

Furthermore, at its meeting on 10 November 2020, the
Supervisory Board appointed Remco Steenbergen as Member
of the Executive Board for Finance for a term of three years
from 1January 2021 to 31 December 2023.

Changes in the Executive Board structure

After Ulrik Svensson resigned from the Executive Board as
Chief Financial Officer with effect from 6 April 2020,

the Supervisory Board approved the changes to the division
of responsibilities developed by the Executive Board at its
meeting on 8 April 2020 with effect from 15 April 2020. As
part of these measures, the Executive Board was reduced
from seven members to six, and responsibility for Finance
functions was assigned to the remaining Executive Board
members. The previous IT, Digital & Innovation function was
expanded to include significant parts of the Finance function
and renamed Digital & Finance. The Corporate Human
Resources and Legal Affairs function was expanded to
include functional responsibility for M&A. Functional respon-
sibility for Purchasing was transferred to the Customer &
Corporate Responsibility function, where responsibility for
HR Management and People Development was also assigned
to relieve the pressure on the Human Resources and Legal
Affairs function, which was under significant strain during
the coronavirus crisis. Investor Relations was transferred to
the responsibility of the Chairman of the Executive Board
and CEO.

With the appointment of Remco Steenbergen, the Supervisory
Board approved the allocation of responsibilities as updated
by the Executive Board with effect from 1 January 2021.

In particular, the Finance functions were again bundled into
an independent function.

Following the resignation of Thorsten Dirks from the Executive
Board in June 2020, the IT functions were not transferred to
an independent function. Instead, they are now part of the
Customer, IT & Corporate Responsibility function, where
they had been managed on an interim basis in the second
half of 2020.

Changes in the Supervisory Board

Stephan Sturm, whose term of office ended at the close of
the Annual General Meeting on 5 May 2020, was elected to
the Supervisory Board as a shareholder representative for a
further five years. Herbert Hainer, Martina Merz, Michael Nilles
and Matthias Wissmann left the Supervisory Board at the
close of the Annual General Meeting on 5 May 2020. Erich
Clementi, Thomas Enders, Harald Kriiger and Astrid Stange
were newly elected to the Supervisory Board. All four were
elected to the Supervisory Board as shareholder representa-
tives for five years. As at the end of 31 August 2020, Martin
Koehler and Monika Ribar resigned their seats on the Super-
visory Board to allow for the appointment of Michael Kerkloh
and Angela Titzrath, who were nominated, at my suggestion,
by the German government in its new role as shareholder of
Deutsche Lufthansa AG. Michael Kerkloh and Angela Titzrath
were appointed to the Supervisory Board by the Cologne
District Court on 2 September 2020.
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With the completion of the sale of LSG group’s European
business to gategroup Holding AG on 2 December 2020,
Christina Weber resigned from the Company’s Supervisory
Board in accordance with the law. In the absence of a sub-
stitute member, Jirgen Jennerke was appointed to the
Supervisory Board by the Cologne District Court as an
employee representative on 8 December 2020.

Christian Hirsch resigned from the Supervisory Board of
Deutsche Lufthansa AG with effect from 31 December 2020.
Birgit Spineux succeeded him as a substitute member of the
Company’s Supervisory Board as of 1 January 2021.

The Supervisory Board thanks the former members for
assuming their responsibilities and for their constructive and
dedicated work in this challenging financial year.

In addition, Jutta Ddnges, Member of the Executive Board of
the Federal Republic of Germany - Finance Agency, has been
exercising rights as a visiting member on the Supervisory
Board of Deutsche Lufthansa AG since September 2020, as
agreed with the WSF.

Corporate Governance

The Supervisory Board has confirmed the basic target of
30% for the proportion of women on the Executive Board
and has set 31 December 2021 as a deadline for meeting this
target. Until 6 April 2020, women accounted for 14% of the
Executive Board, 16% from 7 April 2020 to 26 June 2020,
and 20% from 27 June 2020 to 31 December 2020. Since
1January 2021, women have again accounted for 16% of the
Executive Board.
governance_declaration.

www.lufthansagroup.com/corporate_

The statutory quota requiring Supervisory Boards to consist
of 30% women is met by the Supervisory Board as a whole
as well as by both the shareholder and employee representa-
tive groups.

We again reviewed the efficiency of our working practices
this year using a detailed questionnaire. The atmosphere

of discussion in the Supervisory Board was further improved,
thanks largely to the measures implemented in previous
years to improve the structure of the meetings.

In September 2020, the Supervisory Board, together with the
Executive Board, issued an updated declaration of compliance
with the GCGC. We also updated the requirements profile
for the Supervisory Board. Following the changes to the com-
position of the Supervisory Board in 2020, the information
on the current progress regarding implementation has been
adjusted accordingly. & www.lufthansagroup.com/corporate_
governance_declaration. No conflicts of interest were disclosed
in the financial year 2020.


www.lufthansagroup.com/corporate_governance_declaration
www.lufthansagroup.com/corporate_governance_declaration
http://www.lufthansagroup.com/corporate_governance_declaration
http://www.lufthansagroup.com/corporate_governance_declaration
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Work of the committees

The Supervisory Board has formed four committees, whose
activities were each reported on at the beginning of the
following Supervisory Board meeting. Further details on the
composition of the committees can be found in
Board and Supervisory Board, p. 124.

Executive

The Steering Committee met 16 times in 2020. In the period
from 18 March 2020 to 21 September 2020, the Supervisory
Board delegated its responsibilities for urgent cases to the
Steering Committee to the extent legally permissible in order
to ensure that it was able to act quickly in times of crisis. In
addition, as in previous financial years, the Steering Committee
prepared the Supervisory Board meetings, occupied itself
with succession planning and the remuneration system for
the Executive Board and made recommendations to the full
Supervisory Board on all personnel decisions concerning

the Executive Board.

In 2020, the Nomination Committee met once and the Audit
Committee met six times, always in the presence of the
auditors. By circular resolution of the Supervisory Board on

7 May 2020, Stephan Sturm was re-elected Chairman of the
Audit Committee. He is qualified as a financial expert within
the meaning of Section 100 Paragraph 5 of the German
Stock Corporation Act (AktG) due to his long tenure as the
CFO of a DAX-listed group. The Audit Committee discussed
the financial statements for 2019 and the interim reports for
2020 with the CFO and the department heads with tempo-
rary responsibility, respectively before their publication. The
committee also dealt with the supervision of accounting pro-
cesses and the effectiveness of the internal control system,
risk management and internal auditing systems. Furthermore,
the members received regular reports on the compliance
management system. They also discussed in detail the Group
operational planning for 2021 to 2024, the medium-term
financial planning, the combined non-financial declaration and
the remuneration report pursuant to Section 162 AktG, which
was subject to a voluntary limited assurance engagement

by Ernst & Young GmbH Wirtschaftsprifungsgesellschaft,
Munich, Germany.
p. 86ff.

Combined non-financial declaration,

The Arbitration Committee was not convened in the
reporting period.

Audit and adoption of the annual financial statements

as of 31 December 2020, approval of the consolidated
financial statements

The Supervisory Board appointed Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft, Eschborn, Germany, who
were elected as auditors for the parent company and the
Group at the Annual General Meeting 2020, to audit the
financial statements and the consolidated financial state-
ments, the combined management report and the system
for the early identification of risks. The Audit Committee
acknowledged the declaration of independence provided by
Ernst & Young and discussed the main topics of the audit. No
potential grounds for disqualifying the auditors or doubting
their impartiality came to light during the course of the audit.
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The consolidated financial statements have been prepared
in accordance with the International Financial Reporting
Standards (IFRS) issued by the International Accounting
Standards Board (IASB), taking account of interpretations
by the IFRS Interpretations Committee as applicable in
the European Union (EU). The auditors audited the annual
financial statements and consolidated financial statements
of Deutsche Lufthansa AG and the combined management
report as of 31 December 2020 in accordance with the legal
requirements, and had no reservations to make. They further
confirmed that the system for the early identification of risks
established by the Executive Board is suitable for the early
identification of developments that could endanger the
Company’s continued existence. During their audit, the audi-
tors did not come across any facts that would run contrary
to the declaration of compliance.

On 26 February 2021, the Audit Committee discussed the
audit reports in detail with the CFO in the presence of the
two auditors who had signed the auditors’ report. At the
Supervisory Board accounts meeting on 3 March 2021,

the auditors reported on their audit findings and answered
questions. We examined the financial statements and the
consolidated financial statements of Deutsche Lufthansa AG,
as well as the combined management report, including the
combined non-financial declaration and the remuneration
report pursuant to Section 162 AktG, and had no objections
to make. The financial statements and the consolidated
financial statements were approved. The 2020 annual financial
statements of Deutsche Lufthansa AG as prepared by the
Executive Board have thereby been adopted. A resolution
on the use of the distributable profit was not necessary
due to the net loss for the year reported in the commercial
balance sheet.

The Supervisory Board thanks the Executive Board and all
employees for their work in 2020, which was such a difficult
year for aviation. There is currently no indication that 2021
will be any easier. We wish everyone at Lufthansa good
health, and the strength to cope with the privations, restric-
tions and extra work caused by the pandemic. We are all
eagerly looking forward to a time when people can travel
light-heartedly again and the Lufthansa Group can again
connect people, cultures and economies without restraints.

Frankfurt, 3 March 2021

! 4oty %fj

For the Supervisory Board
Karl-Ludwig Kley, Chairman
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Airline shares severely affected by coronavirus crisis. | The Lufthansa share
declines less than that of other European network airlines. | Number of

shareholders increases significantly.

Lufthansa share decline reflects challenging

industry situation

The coronavirus pandemic put an immense strain on share
price developments in the airline industry in 2020. This
pressure also affected the Lufthansa share. Starting from
a level of EUR 16.68 on 2 January 2020, the share price
dipped to EUR 7.18 on 24 April 2020 in the wake of the
global spread of the coronavirus. As a result, the share price
recovered - supported by a likely upswing in demand in
the summer months and the agreement of government sta-
bilisation measures. However, rising infection figures and
increasing travel restrictions then triggered renewed losses,
resulting in the share price reaching its low for the year of
EUR 7.05 on 25 September 2020. Towards the end of the
year, the Lufthansa share price rose again, driven by progress
in the development of effective vaccines.

As of 31 December 2020, the Lufthansa share traded at
EUR 10.82. This means that the share recorded a total loss
of 34% in the reporting year. However, the Lufthansa share
performed better than the shares of the other two European
network airlines, IAG and Air France-KLM, which were down
63% and 48% respectively in 2020. By contrast, the MDAX
index, where the Lufthansa share has been listed since

22 June 2020, rose by 9% in the same period.

WSF stabilisation measures exclude dividend payments
for the time being

The stabilisation measures of the Economic Stabilisation
Fund (WSF) preclude the payment of dividends until the
loans and silent participations have been repaid in full and
all the shares of the Company held by the WSF have been
disposed of. In the long term, however, shareholders are
expected to once again participate directly in the Company’s
success.
p. 21ff.

Financial strategy and value-based management,

PERFORMANCE OF THE LUFTHANSA SHARE

indexed as of 31 Dec 2019, compared with the MDAX and competitors, in %
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THE LUFTHANSA SHARE: KEY FIGURES

2020 2019 2018 2017 2016
Year-end share price € 10.82 16.41 19.70 30.72 12.27
Highest share price € 16.68 23.51 30.90 31.12 15.29
Lowest share price € 7.05 12.85 17.31 11.32 Q.30
Number of shares millions 597.7 478.2 475.2 471.3 468.8
Market capitalisation (at year-end) €bn 6.5 7.8 9.4 14.5 5.8
Earnings per share € -12.51 2.55 4.58 4.98 3.81
Dividend per share € - 0.80 0.80 0.50
Dividend yield (gross) % - 4.1 2.6 4.1
Dividend payout €m - 380 377 234
Total shareholder return % -34.1 -12.6 -33.3 154.4 -12.3

Analyst recommendations are mixed

At year-end, of the 27 equity analysts tracking the Company,
four recommended buying the share, seven recommended
holding it, and 16 selling it. Many analysts point to increased
corporate debt, which reduces the company value attributable
to shareholders, as the reason for their sell recommendation.
The average target price was EUR 6.52 with a range of
EUR 0.50 to EUR 14.10.

ANALYSTS’ RECOMMENDATIONS" BUY
as of 31 Dec 2020 4
7 16
I
Buy Hold Sell

U Average target price: EUR 6.52, average of 27 analysts.
Range: EUR 0.50 to EUR 14.10.

Number of shares increases due to capital increase
Deutsche Lufthansa AG’s issued capital increased by 20%
in the reporting year due to the WSF participation in the
stabilisation measures and the subsequent capital increase.
A total of 119,548,565 new shares were issued, which were
all subscribed by the WSF. This brought the number of
shares issued to ©97,742,822.

Changes in the shareholder structure increase the share
of German investors in the Company

In order to protect international air traffic rights and its
operating licence, the German Aviation Compliance Docu-
mentation Act (Luftverkehrsnachweissicherungsgesetz -
LuftNaSiG) requires Lufthansa to provide evidence that

a majority of its shares are held by German shareholders.
For this reason, all Lufthansa shares are registered shares
with transfer restrictions.

At the end of 2020, the shareholders’ register showed that
German investors held 83.8% of the shares (previous year:
67.3%). The main contributors to the increase were the equity
investments made by the WSF and Heinz Hermann Thiele.
They were the two largest shareholders in the Lufthansa
Group at year-end, holding 20.05% and 12.42% of the voting
shares, respectively. The second largest group, with 9.8%,
was shareholders from the USA. Investors from Luxembourg
and Ireland each accounted for 1.2%. This ensures compliance
with the provisions of the German Aviation Compliance
Documentation Act (LuftNaSiG).

According to the definition of Deutsche Bérse, 72% of
Lufthansa shares are in free float. As of the reporting date,
52% of the shares were held by institutional investors (pre-
vious year: 58%) and 48% were held by private individuals
(previous year: 42%). The number of shareholders increased
from 356,932 at year-end 2019 to 565,357 at year-end 2020,
mainly due to the high number of new private shareholders.
The shareholder structure is updated quarterly and pub-
lished on the website & www.lufthansagroup.com/investor-
relations. The notifications on voting rights received by the
Company from shareholders and published during 2020 are
also available there.

SHAREHOLDER STRUCTURE

BY NATIONALITY GERMANY

83.8

as of 31 Dec 2020 in %

Other 4.0

Ireland 1.2 \
Luxembourg 1.2 _
UsAe8

Free float: 72%
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TO OUR SHAREHOLDERS
Lufthansa share

Executive Board members buy Company shares

Several members of the Executive Board bought shares in
Deutsche Lufthansa AG over the course of 2020. Carsten
Spohr bought a total of 39,937 shares for EUR 408,627.36.
Harry Hohmeister purchased a total of 22,309 shares for
EUR 220,502.90. These announcements can also be found
on the website 4 www.lufthansagroup.com/investor-relations.
Lufthansa is included in the MDAX and other

important indices

Due to the share price losses resulting from the coronavirus
crisis and the reduced free float, the Lufthansa share has,
since 22 June 2020, not been listed on the DAX30 index and
is now on the MDAX index instead. At year-end, the share
had an index weighting of 1.56%. With a market capitalisa-
tion of EUR 6.5bn, the Lufthansa Group came in at number
52 (previous year: 34) in the ranking of DAX companies by
market capitalisation. In terms of stock market turnover, the
Lufthansa share was at number 20 (previous year: 21) with
revenue of EUR 21.1bn (previous year: EUR 18.8bn). The aver-
age daily XETRA trading volume of the share in 2020 was
8,321,590 shares (previous year: 4,304,869 shares).

The Lufthansa share is also included in many classic inter-
national share indices. It is also represented in several sus-
tainability indices, such as the EURO STOXX Sustainability
Index and the MSCI EMU ESG.

THE LUFTHANSA SHARE: DATA

ISIN International Security

Identification Number DE0008232125
Security identification number 823212
German stock exchange code LHA

Stock market listing Frankfurt

Prime sector Transport & Logistics

Industry Airlines

Indices (Selection) MDAX, EURO STOXX, STOXX Global,
Bloomberg EMEA Airlines Index,
Bloomberg European Travel Index,
DAX 50 ESG, MSCI EMU ESG,
Vanguard ESG INTL STOCK ETF,
STOXX Sustainabilty,

EURO STOXX Sustainability
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American Depositary Receipts (ADRs) offer an
alternative to equity investment

In addition to its stock market listings in Germany, investors
who are only allowed to invest in securities denominated

in US dollars can also gain exposure to the Lufthansa Group
via the “Sponsored American Depositary Receipt Program”
(ADR). The programme is managed by Deutsche Bank Trust
Company Americas. Lufthansa ADRs are also registered on
the standardised trading and information platform OTCQX.
At year-end, 6,146,428 ADRs were outstanding (31 Decem-
ber 2019: 3,751,056). Based on the 1:1 ratio to the share, this
corresponds to around 1% of the issued capital.

Lufthansa Group pursues intensive dialogue with investors
despite restrictions imposed by the coronavirus pandemic
As in prior years, the Lufthansa Group again provided its
shareholders with timely, comprehensive information in the
2020 financial year. In addition to the quarterly meetings,
the Executive Board and Investor Relations team held many
roadshows and investor conferences to inform institutional
investors about current developments at the Group in 2020.
Due to the restrictions imposed by the coronavirus pandemic,
most events of this type took place virtually. There were
also intensive exchanges with debt investors, especially in
the context of the issue of two bonds. 7 Financing, p. 43ff.

In May 2020, the Group hosted more than 10,000 shareholders
who logged on to the first Annual General Meeting which was
held exclusively online. During another virtual extraordinary
general meeting in June, the government stabilisation pack-
ages were presented to the more than 30,000 shareholders
who had logged on, and were put to a vote.

All the publications, financial reports, presentations, the
quarterly shareholder information letter and the latest news
are available at & www.lufthansagroup.com/investor-relations.
The site also contains the financial calendar and the dates

of all the conferences and shareholder events that the
Lufthansa Group will be attending.
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Business activities and Group structure

Lufthansa Group is a leading European airline group. | Company portfolio
consists of Network Airlines, Eurowings and Aviation Services. | Organisational
structure is being modified. | Executive Board restructured.

Lufthansa Group is a leading European airline group

The Lufthansa Group is an aviation company with operations
worldwide. It plays a leading role in its European home market.
The Lufthansa Group is composed of the segments Network
Airlines, Eurowings and Aviation Services. 7 Business seg-
ments, p. 51ff.

The Network Airlines segment comprises Lufthansa German
Airlines, SWISS, Austrian Airlines and Brussels Airlines.
Eurowings focuses on short-haul routes in direct traffic.
Aviation Services particularly includes the Logistics, MRO
and Catering segments.

As part of the focus on the airline business, a contract
with gategroup was signed in late 2019 for the sale of the
LSG group’s European business. The sale was closed on
2 December 2020 once the purchaser, gategroup, had
met the conditions set by the European Commission. LSG
group’s international activities are to be sold as soon as the
operating environment permits.

The Lufthansa Group also comprises the Additional Businesses
and Group Functions, which consist of Lufthansa AirPlus,
Lufthansa Aviation Training, and Lufthansa Systems.

The business segments and the airlines are each under their
own management. Overall coordination is by means of the
Executive Board of Deutsche Lufthansa AG or the Group
Executive Committee, which essentially consists of the
members of the Executive Board of Deutsche Lufthansa AG
and the CEOs of the main companies.

ReNew restructuring programme to set the Company up
for the future

With its Group-wide restructuring and transformation pro-
gramme ReNew, the Lufthansa Group is putting the company
on track for a viable future. After the coronavirus crisis, the
Lufthansa Group is to be smaller, leaner and more efficient.

The workforce is to be adjusted in line with the market con-
traction caused by the pandemic and is currently planned
to be reduced by around 27,000 full-time equivalents (FTE).
The number of management positions will be reduced by

at least 20%.

In the new organisational structure, decisions should be
taken faster, processes sped up and collaboration simplified.
The functional process organisation (matrix organisation)
will be focused on the core functions of the Lufthansa Group
airlines. A new management model with clearly defined
responsibilities (decentralised or centralised, depending
on the process) is to be introduced for all other areas. A
separate executive board was formed for Lufthansa German
Airlines, consisting of the Chief Executive Officer, Chief
Financial Officer, Chief Commercial Officer and Chief Opera-
tions Officer.
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LUFTHANSA GROUP STRUCTURE

Supervisory Board

Carsten Spohr Chief Executive Officer

Remco Steenbergen Chief Financial Officer

Michael Niggemann Chief HR & Legal Officer

Christina Foerster

Detlef Kayser

Harry Hohmeister

Chief Customer Officer Chief Operations Officer Chief Commercial Officer @ Lufthansa Technik
& Lufthansa Frankfurt ® ® L
& Lufthansa Munich ® ° °
AISWISS Zurich ° ° ° & Lufthansa Cargo
Austrian 7 Vienna ® ® ®
£z brussels airlines ® ® °
LSGgroup
2
Eurowings z ° °® °

New division of responsibilities for the Executive Board

of Deutsche Lufthansa AG

Responsibilities on the Executive Board of Deutsche Lufthansa
AG were changed over the course of the reporting year and
the number of Board members reduced from seven to six.
The titles of the functions were also changed at the start
of 2021.

Chief Executive Officer of Deutsche Lufthansa AG is
Carsten Spohr.

Chief Financial Officer is Remco Steenbergen, who has been
a member of the Executive Board since 1January 2021. He
succeeds Ulrik Svensson, who resigned from the Executive
Board as of 6 April 2020 for health reasons.

Chief HR & Legal Officer is Michael Niggemann.

Chief Customer Officer is Christina Foerster. She is also
responsible for IT, Corporate Responsibility and the
Lufthansa Innovation Hub.

Chief Operations Officer is Detlef Kayser. In this function,
he is also responsible for the central steering of the ReNew
restructuring programme.

Chief Commercial Officer is Harry Hohmeister.
Thorsten Dirks resigned from the Executive Board as of

30 June 2020. No replacements were appointed in the new
Executive Board structure.
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Market position as a leading European airline group to be strengthened by
coping successfully with the coronavirus crisis. | Airlines form the core of the
Lufthansa Group. | Focus is on restructuring, consistent attention to customer
needs and long-term increases in profitability and cash flow. | Sustainability
and corporate responsibility are an established part of the Group strategy.

GROUP STRATEGY

Position as leading European airline group

The Lufthansa Group positions itself among the largest airlines
in the world and assumes the role of leading European airline
group. In this role, the Lufthansa Group aims to continue to
play a part in actively shaping the global airline market. It
strives to follow the mission statement: the Lufthansa Group
connects people, cultures and economies in a sustainable
way. In doing so, it aspires to set standards in terms of sus-
tainability and customer-friendliness. It uses the potential
of innovation and digitalisation to develop customer-focused
products and increase efficiency. Corporate responsibility
and identity are put into practice locally and supported by
overarching functional processes that enable synergies and
economies of scale. A strict focus on costs, operational sta-
bility and reliability in all areas are firmly established in the
DNA of the Lufthansa Group. The safety of flight operations
is and will always be the top priority.

Structuring the Group along the airline value chain helps to
maximise synergies between segments and makes it possible
to scale business from external markets at the same time.
The airlines form the core of the Lufthansa Group, with their
comprehensive networks in their home markets of Germany,
Austria, Switzerland, Belgium and northern Italy. In two busi-
ness models - network airlines and point-to-point airlines -
they serve the relevant customers and market segments
with dedicated brands and differentiated quality promises,
connecting Europe with the world. The airline business is
supplemented by Aviation Services that have synergies with
the airlines. The aim is to continue strengthening the role of
the airlines in the portfolio of operating segments over the
long term. 7 Business segments, p. 51ff.

Transformation of the Lufthansa Group is to secure
long-term economic success

The aviation industry is defined by dynamic markets and
competition, even when not facing a pandemic. The main
drivers of this dynamism are exogenous uncertainty, changing
customer demands and shifts in the value chain. These
include new data-driven decision-making tools that have an
increasing influence on airlines’ distribution and increased
activity from aircraft and engine manufacturers in the mainte-
nance business. To meet these challenges, the core principles
of the corporate strategy are continuous transformation and
modernisation of the Lufthansa Group. The aim is to safeguard
the Lufthansa Group's leading market position by making it

a more agile, flexible and competitive organisation.

Effects of the coronavirus pandemic are a significant
burden for the Lufthansa Group
The coronavirus pandemic has had an impact on the aviation
industry unlike any seen before. The travel restrictions imposed
in reaction to the pandemic and the global economic slump
pose fundamental challenges for the industry and the Group.
Experts assume that demand will not regain its pre-crisis
level any earlier than 2024. The pace of recovery is subject
to great uncertainty, however, especially concerning the
spread of the coronavirus and its mutations, the availability
of vaccines, and potentially lasting changes in travel patterns.
Forecast, p. 118ff.

The Lufthansa Group has tackled the short-term effects
of the pandemic by quickly adjusting available capacity to
meet reduced demand, cutting costs, taking further steps to
safeguard liquidity, and ensuring the Company’s solvency
by raising new funds, particularly in the form of government
stabilisation measures. # Course of business, p. 35ff.
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The Group is anticipating the long-term effects of the crisis
by adapting to a permanently smaller market with a compre-
hensive restructuring programme and adjusting its strategy
to make the best possible use of the market opportunities
resulting from the changes wrought by the crisis. Above all,
this means focussing even more closely on individual cus-
tomer needs, expanding its position in the tourism segment,
and differentiating the various Group airlines within the
framework of the multi-airline model, while simultaneously
increasing synergies and reducing complexity.

The ReNew restructuring programme supports
successful management of the crisis and implementation
of the strategy

Successfully coping with the pandemic is a prerequisite for
the strategic development of the Lufthansa Group. The com-
prehensive restructuring programme ReNew was set up for
this purpose. It combines all the restructuring programmes
at the airlines and service companies in the Group. On the
basis of this fundamental restructuring, the intention is to
improve profitability and cash flows, refinance and repay the
funding from the government support package as quickly

as possible and achieve the strategic objectives.

ReNew guides and coordinates all the restructuring activities
on the basis of four modules:

— ReStructure combines the decentralised restructuring
programmes for the airlines and Aviation Services. Its
overarching goal is to catch up with the leading com-
petitors in the respective markets in terms of profitability.
The main focus is on the implementation of a much smaller
and more efficient production structure in all Group com-
panies. This entails a reduction of the operating fleet
by around 150 aircraft, as well as the currently planned
reduction of the workforce by some 27,000 full-time
equivalents, which cannot be maintained long-term with
the lower production volumes. 7 Fleet, p. 25f., Employees,
p. 28ff.

— ReOrg serves to implement a more efficient organisational
structure, including turning Lufthansa German Airlines
into an autonomous company as well as restructuring the
Group Functions and matrix process organisation. This
will entail, among other things, the loss of around 1,000
administrative FTE in Group Functions and the reduction
of management positions across the Group by at least
20% compared with the period before the crisis. Down-
sizing the Executive Board of Deutsche Lufthansa AG and
the management boards of subsidiaries compared with
2019 was also part of this measure.

LUFTHANSA GROUP ANNUAL REPORT 2020

— ReFocus aims to focus the Lufthansa Group even more
sharply on its core airline business, so that the portfolio
of operating segments is made up exclusively of syner-
gistic units. This means that the sales process for the
remaining non-European business of the LSG group
should be resumed as soon as possible. Disposals of
other non-airline companies are also under review.

— RePay aims to plan, coordinate and implement the refi-
nancing and prompt repayment of all the funding from
the government support packages and existing financial
liabilities on the best possible terms. Suitable financial
instruments for this purpose are being evaluated. In addi-
tion, suitable measures are to be taken to strengthen
the balance sheet of the Lufthansa Group and optimise
its gearing in order to obtain an investment grade rating
again. 7 Financial strategy and value-based management,
p. 21ff.

Consistent focus on critical success factors

The strategic objective of the Lufthansa Group is to continu-
ously align its services, business models and organisational
structures with the complex and dynamic market environment.
This will make it possible to systematically make use of the
opportunities arising from trends and changes to the market.
Key success factors are a consistent focus on customer
needs, close attention to costs and responsible, sustainable
business practices. Flexibility and adaptability are increas-
ingly important as the market becomes more dynamic.

Consistent alignment of products with customer needs
for greater attractiveness

In view of changes to the structures of supply and demand,
an even greater focus on the customer is a core element

of the Group strategy. The aim is put customers, with their
individual wishes and needs, at centre stage and further
increase customer loyalty by implementing holistic measures
which offer direct and tangible customer benefits. At the
same time, the intention is to make the travel experience as
simple, flexible and individual as possible.

A particular focus is on the seamless digital travel experience
for the customer, which is linked with personal appreciation.
By concentrating on products and services with direct
relevance for the purchase decision and willingness to pay,
the focus on the customer is reconciled with the necessary
structural cost reductions. For instance, automated and con-
tactless processes, such as the self-service baggage drop
and check-in, assistance in the event of flight irregularities
and general interactions with customers make travelling
easier for passengers.

18



COMBINED MANAGEMENT REPORT
Principles of the Group - Goals and strategies

Customer services will continue to be automated, including
goodwill gestures and improved digital information across

a variety of channels. Customer-facing employees will also
have greater decision-making authority in order to offer
passengers an even better service. Products will continue
to be made more modular, as with different Business Class
seat types or the introduction of an individual, high-quality
catering range for sale on short and medium-haul flights in
Economy Class, because this makes it possible to align them
even more closely with customer needs.

Consistent use of the potential for innovation and digitalisation
is the foundation for increasing customer satisfaction and
boosting efficiency in an operating environment determined
by higher customer expectations and pressure to be efficient.
Modular solutions will increasingly feature in product and
service development to limit investment risks. The products
and services of partners will also be used in areas in which
the Lufthansa Group cannot provide them cost-effectively
itself. Customer-related tasks have been combined with IT
and digital activities in one Executive Board function for
this purpose. Allocating clear responsibility for defining and
developing new products, services and customer loyalty
measures makes it possible for customers and their individual
wishes to always take centre stage.

Lufthansa Group to focus increasingly on sustainability
and social responsibility

Responsibility is the basis for commercial activity in the Group.
The Lufthansa Group aspires to lead the airline industry
with high standards of responsibility. It therefore builds con-
tinuously on its environmental commitment, is dedicated

to many social issues and treats its employees responsibly
and fairly. 7 Combined non-financial declaration, p. 86ff.

In terms of environmental policy, the Lufthansa Group aims to
cut its net carbon emissions in half by 2030 compared with
2019 and supports the objective of making aviation carbon
neutral by 2050. To this end, the Lufthansa Group continues
to invest in fuel-efficient aircraft, accompanied by steps to
increase the operating efficiency of the airlines, carbon offsets,
and the further expansion of intermodal traffic in cooperation
with Deutsche Bahn, Austrian Railways and various bus
operators. The Lufthansa Group also works with policymakers
and partners in industry, technology and research to support
the industrialisation and use of sustainable fuels.
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In addition, the Lufthansa Group includes sustainability
aspects as a vital factor in the design of its products and
services. The Lufthansa Group platform Compensaid offers
Group passengers and travellers with other companies
attractive and personalised ways of making carbon offsets
via various sales channels. In its product and service devel-
opment, the Lufthansa Group systematically applies the
principles “reduce - recycle - reuse - replace”. Here the aim
is to replace disposable plastic products with environmen-
tally friendly products wherever possible and to reduce plastic
packaging overall.

In terms of responsibility for its employees, the Lufthansa
Group attaches great importance to offering its staff an
attractive working environment with transparent structures,
efficient processes and a wide range of voluntary social
benefits. This is vital for retaining committed employees
who can tackle future challenges and for ensuring that the
Company is competitive and successful. In terms of social
responsibility, the Company promotes greater equality of
opportunity for disadvantaged people worldwide via the
financial and material support for educational establish-
ments and training provided by helpalliance, the Group’s own
aid organisation.

The central importance of sustainable business for the
Lufthansa Group is reflected in the fact that it is represented
by a dedicated Executive Board function. Implementation

of the sustainability strategy is further supported by its
embeddedness in Executive Board remuneration and the
audited disclosures in the non-financial declaration.

Dialogue with the Company’s stakeholders is also a compo-
nent of sustainable corporate governance. This continuous
exchange gives the Lufthansa Group a better understanding
of its different interest groups’ needs, expectations and
wishes, which permits their inclusion in the Company’s busi-
ness practices.

Multi-airline business model ensures the success

of the Lufthansa Group

The airlines form the core of the Lufthansa Group. Their
nationwide presence in their home markets enables them
to offer an attractive range of flights and route networks.
The Lufthansa Group aims to maintain the leading market
position of its airlines going forward. To ensure that this
is the case, the Lufthansa Group’s traffic system is being
transformed into a multi-traffic system, consisting of hubs,
direct traffic and intermodal offerings.
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Lufthansa German Airlines and SWISS will continue to set
standards for quality and cost-effectiveness in these areas in
future. With their wide range of destinations and frequent
flights, they offer the greatest connectivity of all the Euro-
pean airlines.

Austrian Airlines and Brussels Airlines connect their home
markets with Europe and the world. At the same time, they
combine a high-quality and attractive product with a low
cost base, which can hold its own against low-cost carriers
at the bases in Vienna and Brussels.

With Eurowings, the Lufthansa Group has an innovative
and competitive offering in direct traffic, which addresses
both price-sensitive and service-oriented customers with
low-cost basic fares and additional service options that can
be booked flexibly.

As a consequence of the market disruption caused by
the pandemic, all the airlines in the Lufthansa Group are
implementing restructuring programmes to cut costs and
permanently secure sufficient profitability. In addition to
reducing operating costs across the board, adapting the
headcount in flight operations and administration to future
demand is an important instrument for achieving this goal.
Employees, p. 28ff.

The existing commercial integration of the airlines is being
intensified to exploit potential synergies to the fullest and
minimise the need for coordination. The functional organisa-
tional structure that has proven successful at Network Airlines
will be extended to direct traffic in future. This will allow the
Lufthansa Group to establish faster, more direct decision-
making processes, particularly between Group Functions
and the subsidiaries.

The total number of flight operations is being cut to reduce
the complexity of the production landscape. Economies of
scale will be realised consistently and flight operations with
competitive structures and a good operating performance
will be scaled up. At the same time, production is being made
more flexible in order to better balance market volatility
and seasonality. Examples include the termination of flight
operations at SunExpress Germany and of passenger flight
operations at Germanwings.

The ongoing optimisation of the Group fleet has been
accelerated as a result of the crisis. Key targets are the
systematic renewal of the fleet to cut fuel consumption,
reduce carbon emissions and trim the number of aircraft
models by retiring and phasing out older, less efficient aircraft,
such as the Airbus A340-600 and A380. Phasing out large
aircraft also increases operating flexibility. The fleet is to be
scaled back by 150 aircraft compared with the size before
the pandemic. 7 Fleet, p. 25f.
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In order to exploit opportunities in the long-distance leisure
travel market, the range of long-haul connections from the
hubs in Frankfurt and Munich aimed at private travellers is
being expanded. Some of these routes will in future be carried
out under the Eurowings Discover brand, whereby passengers
benefit from the broad feeder network and the established
ground processes of Lufthansa German Airlines. Lufthansa
German Airlines is also making use of its global distribution
strength.

In order to strengthen the market presence in the main traffic
flows, successful joint ventures are being expanded and
partnerships intensified in key markets such as South America
and India. The range of intermodal transport solutions that
are seamlessly integrated into the travel chain is also being
extended. Although the pace of consolidation in the airline
industry has slowed temporarily but significantly as a result
of the coronavirus crisis, the Lufthansa Group still aims to
drive the consolidation of the airline sector actively as soon
as the conditions are right.

Aviation Services to be aligned with the needs of

the airline group

With its Aviation Services, the Lufthansa Group has several
companies that are global leaders in their respective sectors.
In order to secure and build on their successful positioning,
Aviation Services are permanently adapting their business
models to changing markets and competitive environments.
Lufthansa Cargo is becoming an integrated airfreight logistics
company by digitalising the logistics chain and achieving
growth by intensifying its worldwide joint ventures. Miles &
More is the central programme for customer loyalty and is
developed continuously by means of systematic alignment
with customers’ interests. This entails adapting the structure
of the programme, for instance, and making the Miles &
More partnerships broader and deeper in order to make the
programme even more attractive.

The value contributed to the Lufthansa Group by every one
of the Aviation Services is reviewed and refined continuously.
In connection with its positioning as an airline group, the
Lufthansa Group not only assesses the attractiveness of the
individual market segments, it also determines whether it is
the best owner for the respective company on the basis of
existing or potential synergies. It may therefore make sense
for certain Aviation Services companies to be developed
outside the Lufthansa Group or together with partners.
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Following the sale of LSG group’s European business in 2020,
the disposal of LSG group’s international business will be
taken forward as soon as conditions allow. Disposal and part-
nering options for all or part of Lufthansa Technik and AirPlus
are also under review, taking into account the necessary
capital expenditure, synergies and value creation potential.
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In view of the fundamental impact of the coronavirus crisis,
restructuring programmes are also being implemented at the
Aviation Services companies to increase efficiency, cut costs
and strengthen their competitiveness.

FINANCIAL STRATEGY AND VALUE-BASED MANAGEMENT

FINANCIAL STRATEGY

Sustainable increase of Company value

Return to value creation

Focus — Restructuring to adapt to changed
market conditions

Generation of strong free cash flows

— Working capital management

A
= 11}

Maintain financial stability

— Increase in operating result — Reduction in net indebtedness

Return to investment grade rating

— Improved return on capital — Value-adding capital expenditure — Minimisation of financial risks
— Continuous reduction of
environmental impacts
Target — Adjusted ROCE — Adjusted free cash flow — Adjusted net debt/Adjusted EBITDA

— Adjusted EBIT margin®
— Specific CO, emissions

" Derivation Earnings position, p.38ff., Financial position, p. 42ff.

Financial strategy aims to increase Company value

The financial strategy of the Lufthansa Group seeks to
increase its Company value in a sustainable manner. It will
concentrate on three dimensions: returning to value creation,

generating free cash flows and maintaining financial stability.

The successful implementation of the financial strategy
should make it possible to repay the stabilisation funds and
loans that the Company received to overcome the corona-
virus pandemic.

Returning to value creation

Sustainable value creation in the Company

The Lufthansa Group applies a value-based system of
management. At its centre is the return on capital. This is
measured by the indicator Adjusted Return on Capital
Employed (Adjusted ROCE). If Adjusted ROCE exceeds the
weighted average cost of capital (WACC), the Company is
creating value.

The Company’s profitability is measured by Adjusted EBIT.
The adjustments eliminate non-recurring, non-operating
effects and thus improve the presentation of the Company’s
operating performance. Items that require adjustment are
listed in a catalogue which has not been altered since 2015.
They largely consist of the gains and losses on the disposal
of assets and impairment losses and earnings attributable
to other periods in connection with pension obligations.
Reconciliation of results, p. 40.

The use of capital is also optimised by strict working capital
management and ensuring that capital expenditure adds value.

Finally, the Lufthansa Group factors specific carbon emissions
into its management system in order to enable sustainable
value creation that does not come at the expense of a higher
environmental impact. In fact, the aim is to reduce specific
carbon emissions continuously. Information about the long-
term goals for reducing carbon emissions can be found in the
Combined non-financial declaration/Climate protection,
p. 9Off.
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The Company'’s value creation was negative in 2020 due

to the pandemic. The Adjusted ROCE margin after tax was
-16.7% (previous year: 6.6%), whereas WACC was unchanged
year-on-year at 4.2%. Adjusted EBIT came to EUR -5,451Tm
in 2020 (previous year: EUR 2,026m). The Adjusted EBIT
margin, i.e. the ratio of Adjusted EBIT to revenue, was there-
fore -40.1% (previous year: 5.6%). 7 Earnings position, p. 38ff.
Specific CO, emissions per passenger-kilometre (without
wet leases) were 105.2 grammes in 2020, 14% higher than the
previous year (previous year: 92.2 grammes). 7 Combined
non-financial declaration/Climate protection, p. 90ff.

CALCULATION OF ADJUSTED ROCE AND COST OF CAPITAL?

2020 2019
Change
in€m in %
Revenue 13,589 36,424 -63
Other operating income 2,072 2,574 -20
Operating income 15,661 38,998 -60
Operating expenses 22,750 37,309 -39
Result from equity investments -264 168
EBIT -7,353 1,857
Adjusted EBIT -5,451 2,026
Interest on liquidity 84 79 6
Taxes (assumption 25% of EBIT
+ Interest on liquidity) 1,817 -484
Cost of capital? -1,011 -1,007 0
EACC -6,463 445
ROCE?2in % -22.7 6.1 -28.8 pts
Adjusted ROCE?® in % -16.7 6.6 -23.3pts
Balance sheet total 39,484 42,659 -7
Non-interest bearing liabilities
of which liabilities from unused
flight documents 2,064 4,071 -49
of which trade payables, other
financial liabilities, other provisions 3,856 5,868 -34
of which advance payments, deferred
income, other non-financial liabilities 4,305 3,089 39
of which others 6,145 4,575 34
Capital employed 23,114 25,056 -8
Average capital employed® 24,068 23,982 0
WACC in % 4.2 4.2 0.0 pts

" WACC x Average capital employed.
2 (EBIT + Interest on liquidity - 25% taxes)/Average capital employed.
3) (Adjusted EBIT + Interest on liquidity - 25% taxes)/Average capital employed.
4 Average capital employed in 2019 including IFRS 16 right-of-use assets
as of 1 January 2019.
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Restructuring creates conditions for a return to profitable
and sustainable growth

The restructuring and transformation programme ReNew will
set the Company up for the changes in the market environ-
ment resulting from the crisis. The modifications it will make
to the cost structures reflect the lower market volumes that
are expected to persist for many years and create the condi-
tions for a return to a positive operating result. The necessary
measures are primarily being identified and implemented in
the business segments. 7 Business segments, p. 51ff. In
addition, the ReNew programme provides for central steering
and coordination of the activities.

Even once the pandemic is over, the aim is to increase
structural profitability by continuously reducing unit costs,
simplifying processes and structures and improving
productivity.

Generation of strong free cash flows

Generation of strong free cash flows is a principal goal

of financial management

As a result of the coronavirus pandemic and the stabilisation
measures necessary because of it, the Company’s net debt
has risen significantly. One prerequisite for the prompt
repayment of this funding is to generate strong free cash
flows. As well as increasing the operating result, the main
instruments for achieving this are strict working capital
management and an investment focus on projects with the
highest value creation.

Adjusted free cash flow in 2020 came to EUR -3,669m
(previous year: EUR 203m). 7 Financial position, p. 42ff.
Improvements in working capital management support
cash flow generation

In strengthening and intensifying working capital manage-
ment even once the acute crisis is past, the aim is to improve
cash flow. The focus is on optimising the capital committed
to the short-term operating business. Specifically, measures
may include strict receivables management, improving or
extending the payment targets for suppliers and optimising
inventories. In view of the crisis, options such as requiring
advance payments from customers or deferring payments
may be examined and used in special cases.
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Focused investing activities to maximise return

on capital employed

As a rule, the Lufthansa Group endeavours to concentrate
its capital expenditure on projects with the highest value
creation. Investments planned in all segments for 2020 and
2021 have been reviewed and postponed - whenever possible
and economically viable - in order to minimise short-term
cash outflows. Capital expenditure was thus reduced in
2020 from the more than EUR 3bn originally planned to
EUR 1.3bn.

Capital expenditure should remain lower than before the
coronavirus pandemic. However, the Lufthansa Group will
continue to invest in the renewal of its fleet, in-flight and
ground products and infrastructure. The aircraft on order serve
mainly to replace older, less efficient models. The allocation
of new aircraft to the different airlines and bases is constantly
optimised according to value-based criteria. This makes the
investment profile more balanced and increases focus on
the deployment of capital.

Gross capital expenditure (without expenditure on equity
investments) fell by 64% to EUR 1,273m in 2020. This was
primarily achieved by restructuring the payment plans for
aircraft investments. Advance and final payments for aircraft
and aircraft components along with aircraft and engine
overhauls account for most of the capital expenditure.
Primary, secondary and financial investments, p. 42.

Reducing capital expenditure compared with the original
budget made a major contribution to limiting the fall in free
cash flow.

Free cash flow used to reduce debt

Before the coronavirus pandemic, the Lufthansa Group’s
dividend policy was to distribute to shareholders 20% to
40% of net profit, adjusted for non-recurring gains and
losses. The crisis prompted the Annual General Meeting in
2020 to suspend the dividend for 2019, however.

In the long term, shareholders are expected to once again
participate directly in the Company’s success. However, the
stabilisation measures of the Economic Stabilisation Fund
(WSF) currently rule out the payment of dividends. This applies
until the stabilisation measures come to a complete end, i.e.
all loans and silent participations have been repaid, and the
WSF has sold all its shares in the Company. Following suc-
cessful repayment of the loans and silent participations, the
WSF is obliged to sell the shares it still holds in Deutsche
Lufthansa AG. The sale must take place no later than year-end
2023. If the silent participations are sold after this date, the
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obligation must be met directly. On condition that the net
profit for the year in the individual financial statements
prepared in line with German commercial law for Deutsche
Lufthansa AG permits a distribution of this amount, dividend
payments would again be possible in the year following the
end of the stabilisation measures. Until then, the Group
will use its free cash flow primarily for repaying its financial
liabilities, including the state stabilisation measures.

Maintaining financial stability

Coronavirus crisis endangers the solvency of the
Lufthansa Group and many competitors

The Company'’s financial strategy to date has been to
protect itself against crises by holding minimum liquidity
of EUR 2.3bn. Moreover, an investment grade rating and
ownership of a largely unencumbered fleet were expected to
allow new funds to be raised rapidly in the event of a crisis.

At the start of the coronavirus pandemic this was not possible,
however, since the capital markets were no longer accessible
for financing measures following the outbreak. The extent

of the crisis far exceeded any other scenarios seen hitherto.
The Lufthansa Group was therefore no longer able to cover
its capital requirements by further borrowing on the market
or with its existing liquidity.

As a result, the Group agreed stabilisation measures with

the governments of its home countries to ensure it remained
solvent. The refinancing and repayment of this emergency
funding is a key element of the future financial strategy. The
Group will also examine what additional measures can be
taken to ensure financial stability in a crisis, in the knowledge
that it will never be possible to achieve protection against
risks with a very low probability of occurrence and a very high
level of loss, such as a global pandemic. # Opportunities
and risk report, p. 71ff.

Lufthansa Group returns successfully to the capital markets
after agreement on stabilisation measures

Once the stabilisation measures were complete, the Lufthansa
Group returned to capital markets successfully and on attrac-
tive conditions in the second half of the year. Total funds of
approximately EUR 2bn were raised via a convertible bond,
an unsecured euro bond and aircraft financing vehicles. Along
with the bond for EUR 1.6bn issued in February 2021, the
Lufthansa Group has therefore secured the refinancing of
the EUR 2.6bn in financial liabilities due in 2021 and already
repaid the KfW loan of EUR 1bn ahead of schedule in Febru-
ary 2021. 7 Events after the reporting period, p. 37.
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By the end of the financial year, the companies in the
Lufthansa Group had utilised EUR 3.3bn of the stabilisation
measures out of a total of EUR @bn. This means that the
Lufthansa Group can still draw on EUR 5.7bn of unused
stabilisation measures.

As of year-end 2020, the Company therefore has around
EUR 10.6bn of available liquidity. This includes the stabili-
sation measures that have not yet been drawn.
p. 43ff.

Financing,

Repayment of stabilisation measures and debt reduction
are the main aims of the financial strategy

The Lufthansa Group has set itself the target of using as
little of the stabilisation measures as possible. Drawn-down
funding should be repaid as quickly as possible and overall
debt reduced. Cash inflows from the operating business and
proceeds from the disposal of non-core business segments
are to contribute to reducing net debt. Net borrowing came
to EUR 9,922m at year-end 2020, 49% more than in the
previous year. 7 Net assets, p. 47f.

Funding measures to finance financial liabilities as they fall
due and to repay government stabilisation measures may
consist of both debt and equity.

A mix of different instruments is to be used for borrowing,
above all aircraft financing, bonds and borrower’s note
loans. Optimising the funding mix reduces financing costs,
maintains a balanced maturity profile and diversifies the
Lufthansa Group’s portfolio of creditors. Maturity
profile of borrowings, p. 45.

Aim is to return to investment grade rating

Before the coronavirus crisis, the rating agencies Standard
& Poor's and Moody’s both rated the Lufthansa Group as
investment grade (31 December 2019: Standard & Poor's:
BBB, Moody’s: Baa3). The spread of the coronavirus and its
impact caused both agencies to downgrade their rating,
however. Standard & Poor’s now rates the Lufthansa Group
as BB- and Moody’s as Ba2. Scope Ratings gives the
Lufthansa Group a rating of BBB-, which continues to be
investment grade.

DEVELOPMENT OF RATINGS

Rating/outlook 2020 2019 2018 2017 2016
Standard & Poor’s BB-/ BBB/ BBB-/ BBB-/ BBB-/
negative stable  positive stable negative
Moody's Ba2/ Baa3/ Baa3/ Baa3/ Bal/
negative stable stable stable stable
Scope Ratings BBB-/ BBB/ BBB-/ BBB-/ BBB-/
negative stable  positive  positive stable
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In the long term, the Group aims to receive an investment
grade rating from all the main rating agencies. Investment
grade ratings for the Company’s debt ensure low funding
costs and financial flexibility as a result. The conditions for an
investment grade rating are a return to a positive operating
result, lower net debt and a stronger equity base.

Gearing, measured by the ratio of Adjusted net debt to
Adjusted EBITDA, should be reduced to a figure of less than
3.5. With Adjusted net debt, the ratio takes into account
both traditional net debt (including the financial obligations
arising from Group leases, primarily for property and aircraft)
and pension provisions.

At year-end 2020, the ratio was not applicable since EBITDA
was negative. In the previous year the figure was 2.8.

ADJUSTED NET DEBT/ADJUSTED EBITDA

2020 2019 Change
in€m in€m in %
Net indebtedness” 9,675 6,415 51
Pension provisions 9,531 6,659 43
Adjusted net debt 19,206 13,074 47
Adjusted EBIT -5,451 2,026
Depreciation
and amortisation 2,561 2,692 -5
Adjusted EBITDA -2,890 4,718
Adjusted net debt/ not
Adjusted EBITDA meaningful 2.8

Y In order to calculate net indebtedness, here 50% of the hybrid bond issued in 2015
(EUR 247m) has been discounted. Calculation of net indebtedness 7 p. 48.

Structured risk management minimises finance risks

The Group’'s financial stability is also ensured by means of
integrated risk management. Hedging fuel, exchange rate
and interest rate risks minimises the short-term financial risks
for the Lufthansa Group. The hedges smooth price fluctua-
tions by means of rule-based processes.

The significant fall in capacity in the reporting year meant
that fuel was overhedged. A steep fall in the oil price caused
hedging losses that could not be recouped by correspondingly
lower fuel expenses. Since there were no hedged items, these
losses were presented in the financial result. In response, the
Lufthansa Group is considering adjusting its fuel hedging
strategy. 7 Opportunities and risk report, p. 71ff., Notes to the
consolidated financial statements, Note 45, p. 205ff.
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Fleet and route network
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Operating fleet to be reduced by 150 aircraft as a result of the coronavirus
pandemic. | Retirements and new procurements drive modernisation. |
Fleet strategy aims to standardise and reduce number of aircraft models.

| Route network strongly influenced by coronavirus pandemic.

FLEET

GROUP FLEET - NUMBER OF COMMERCIAL AIRCRAFT

Lufthansa German Airlines including regional airlines and Germanwings (LH), SWISS including Edelweiss (LX), Austrian Airlines (OS),
Brussels Airlines (SN), Eurowings (EW) and Lufthansa Cargo (LCAG) as of 31 Dec 2020

LH LX (6] SN EW LCAG Group  of which Change Scheduled Tempo-
fleet lease compared for retire- rarily
with ment®  decom-
31 Dec missioned
Manufacturer/type 2019
Airbus A220 29 29
Airbus A319 69 7 19 11 106 32 -7
Airbus A320 102 32 29 16 56 235 36 +10 -409
Airbus A321 69 11 6 5 91 2 +3
Airbus A330 26" 16 10 52 10 -1 -4
Airbus A340 34 9 43 -9 -10
Airbus A350 17 17 1 +2
Airbus A380 14 14 -6 -8
Boeing 747 29 29 -3 -2
Boeing 767 6 -3
Boeing 777 12 18 2
Boeing 777F 132 13 4 +2
Boeing MD-11F 5 B -3 -5
Bombardier CRJ 35 33 -7
Bombardier Q Series 8 13 21 13 -9 -21
Embraer 26 17 43
Total aircraft 421 109 79 45 85 18 757 100 -6 -97 -18

" Partly operated by Brussels Airlines (SN).
2 Partly operated by AeroLogic, of which two aircraft attributed pro rata.
3 Without wet leases (-33).

4 Airbus A320 family; dependent on negotiations with aircraft manufacturers on planned deliveries.

Reduction of the operating fleet

At the end of 2020, the Lufthansa Group fleet comprised
757 aircraft. The average age of the aircraft in the fleet was
12.5 years (previous year: 12.1 years).

The fleet shrank year-on-year by six aircraft. A total of 22 new
aircraft were added to the fleet, compared with 28 retire-
ments. Fleet additions included 18 new aircraft (two Boeing
777Fs, two Airbus A350-900s, three A321neos and eleven
A320neos) and four used A320ceos. In contrast, 19 aircraft
were sold in 2020 (three Boeing MD-11Fs, three B747s, four
A320s, two A319s and seven Bombardier Q Series aircraft)
and leases were terminated for nine aircraft.

This means that the first steps were taken in financial year
2020 to reduce the operating fleet, including aircraft operated
by non-Group airlines on behalf of the Lufthansa Group, by
150 aircraft. This measure will help adjust the number of
flights and the capacity of the fleet to the market, which is
expected to stay smaller in the longer term as a result of the
crisis.

In addition to phasing out the Group’s own aircraft, wet lease
agreements with external partners were not renewed or
were terminated in the 2020 financial year. Expiring dry lease
contracts will not be renewed for the time being.
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This reduction in the size of the fleet will be achieved primar-
ily through the early retirement of older aircraft types. For
example, the fleet reductions include three B767s at Austrian
Airlines, three A330-200s at Brussels Airlines, three A319s at
SWISS, five A321s at Eurowings, seven Bombardier CRJs at
Lufthansa Cityline, and the entire sub-fleets of A340-600s
(17 aircraft) and A380s (14 aircraft) at Lufthansa German
Airlines. The A340-600 sub-fleets and the eight A380s
remaining after the agreed sale of six aircraft in 2022 and
2023 have been fully decommissioned for several years. The
decision was also taken to immediately sell individual aircraft,
in particular seven A340-600s, five Boeing 747-400s and
prospectively 40 aircraft of the Airbus A320 family.

Lufthansa Cargo’s five remaining MD-11F freighters will also
be sold, but depending on the development of the freight
market, there may still be flexibility to operate up to three
MD-11Fs in the first half-year of 2021.

In addition to the aircraft scheduled for permanent decom-
missioning, an additional 350 or so aircraft from all Group
airlines had been temporarily decommissioned by the end

of 2020. This involved parking the aircraft at various airports
in Europe and abroad. The locations were selected with

a view to keeping costs as low as possible while maintaining
technical capacity. This will ensure the prompt reintegration
of the aircraft into the operational fleet, if necessary, in order
to maintain flexibility.

Ongoing fleet modernisation drives cost efficiency

and supports reduced emissions

Due to the crisis, ongoing discussions on optimising the
delivery schedule are being held with all aircraft manufacturers.
These discussions have resulted in extensive postponements
of planned deliveries with the aircraft manufacturers to allo-
cate planned capital expenditure over a longer period of time.

FLEET ORDERS LUFTHANSA GROUP

Fixed orders Deliveries? Additional
options

Long-haul fleet
Airbus A350 26 2023 to 2029 10
Boeing 787 20 2022 t0 2025 20
Boeing 777 20 2023 t0 2025 24
Boeing 777F 1 2024 1
Short-haul fleet
Airbus A220 1 2021 30
Airbus A320 69 2021 to 2026 172
Airbus A321 40 2021 to 2026
Total aircraft 177 2021 to 2029 102

" Partly subject to negotiation.
2 Airbus A320 family.
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At year-end 2020, there were 177 aircraft on the Lufthansa
Group's order list. There are also options to buy a further 102
aircraft. The Lufthansa Group is expecting to take delivery

of up to twelve aircraft (eleven aircraft of the A320neo family
and one A220) in financial year 2021.

Fleet strategy aims to standardise and reduce

number of aircraft models

Aircraft from Airbus and Boeing make up the majority of the
Lufthansa Group fleet. Aircraft from Bombardier and Embraer
are also deployed on short-haul routes.

As part of the fleet strategy, the number of aircraft models

in operation is being scaled back continuously across the
Group in order to minimise complexity. The order placed in
2019 for 20 new A350-900s and 20 new B787-9s continues
to constitute the foundation for a fundamental modernisation
and optimisation of the long-haul fleet. In the short term,

a conscious commitment will be made to deploy the most
efficient aircraft types to serve the current route network,

in particular new B777-300ERs as well as A350-900s and
A320neo family aircraft.

By no later than the middle of the decade, the number of
long-haul aircraft operated by the Group will be reduced
from 14 to 8. The complete retirement of the B747-400s,
B777-200s, A340-600s, A340-300s, A330-200s, B767-300s
and MD-11F will be offset by the introduction of the new
B787-9s. The Group expects significant cost savings from
these measures, especially in the areas of crew training,
maintenance and operations.

The Lufthansa Group continues to own

a significant share of the fleet

Overall, around 87% of the total fleet is owned by the
Lufthansa Group, and about 13% is leased. More than 87% of
the owned fleet is unencumbered. This includes 361 aircraft
in companies that were pledged as part of the state stabili-
sation measures. Of these, 323 aircraft were pledged as col-
lateral for the KfW loan. These aircraft can only be pledged
as collateral under financing arrangements whose proceeds
are used to repay the state stabilisation measures.

The number of aircraft owned provides a high degree

of operational flexibility. In order to respond flexibly to
fluctuations in demand and adjust capacity at short notice,
depreciated aircraft owned by the Lufthansa Group can at
short notice remain in service for longer or be retired before
their planned phase-out. The aircraft can also be used as
collateral in financing activities.
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ROUTE NETWORK

Route network severely affected by coronavirus crisis

As part of their multi-hub strategy, the Network Airlines offer
their customers a wide range of flights via their global hubs
in Frankfurt, Munich and Zurich as well as the national hubs
in Vienna and Brussels. It is complemented by the route
networks of the alliance and joint venture partners, which
offer extensive transfer connections. Eurowings provides

a comprehensive range of direct connections, particularly
from German-speaking countries.

The global spread of the coronavirus had a severe impact

on the Lufthansa Group’s route network during the course
of financial year 2020. The resulting expansion of travel
restrictions led to a drastic decrease in the number of con-
nections offered, particularly in the months of April, May and
November. During this time, the Lufthansa Group fulfilled
its social responsibility and maintained a minimum flight
program throughout. In order to optimize the consolidation
of the greatly reduced passenger flows, traffic was primarily
routed via the Frankfurt and Zurich hubs, and the number of
connecting flights from the wider network was reduced to a
small number of flights per day. In addition, Lufthansa Group
airlines have operated hundreds of repatriation flights to
fly travellers home from around the world. Passenger aircraft
were also used on some routes exclusively to transport air-
freight, primarily medical products.

The number of flights on offer was increased again over the
summer, with a pronounced recovery in demand for European
short and medium-haul tourist destinations in particular.
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Flights to many long-haul destinations were also resumed;
here, high demand for airfreight capacity also influenced the
number of flights. With the close of the summer travel season,
the resurgence of infections and the resulting increase in
travel restrictions, the number of flights again declined from
the end of the third quarter, although not to the same extent
as at the beginning of the second quarter. To protect the
liquidity of the Lufthansa Group, only flights with a positive
cash contribution were operated. By the end of the reporting
year, 70% of the originally planned destinations were served,
despite a significant reduction in frequency of flights.

Rebuilding the route network from the hubs,

with a focus on tourism

The Lufthansa Group aims to provide its customers with its
usual broad range of flights again as quickly as possible.
What happens next in the coronavirus pandemic will remain
critical to the pace of increase in available capacity. The
expansion of the route network is expected to start from
the hubs, with the initial focus remaining on connecting as
many destinations as possible before increasing frequencies.
The tourist routes are expected to have the fastest recovery.
In a second stage, more point-to-point connections will
resume again.

The tourism segment continues to gain in importance.

With the Eurowings and Edelweiss airlines and the capacity
offered under the Eurowings Discover brand, the Lufthansa
Group is well positioned to expand its share in this segment
and to reintegrate old and new tourist destinations into its
flight timetables, even in the short term.
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Extensive measures are being implemented to reduce personnel costs as a
result of the coronavirus pandemic. | Multiple crisis agreements concluded. |
Structural reduction of around 27,000 full-time positions already partially
implemented. | Number of employees down by 20%.

Lufthansa Group introduces short-time work and concludes
crisis agreements with the collective bargaining partners
The Lufthansa Group implemented short-term measures in
2020 to reduce staff costs and counteract the effects of the
coronavirus pandemic. In particular, short-time work agree-
ments were negotiated with works councils and collective
bargaining partners from March 2020, while short-time work
and similar instruments were extensively used in Germany
and the Group’s other home markets. This led to a significant
educereduction in staff costs in 2020.
p. 38ff.

Earnings position,

In addition, crisis agreements were concluded for almost all
other groups of employees in all the main companies.

In Germany, the Lufthansa Group has concluded crisis agree-
ments with the independent flight attendants’ organisation
(UFO), the Vereinigung Cockpit pilots’ union and ver.di, the
ground staff union.

A package of measures to deal with the economic impact of
the crisis on Deutsche Lufthansa AG was agreed with UFO
on 24 June 2020. This will generate cost savings of more
than half a billion euros by the end of 2023.

The package of measures includes the suspension of pay
increases, a reduction in flight hours with a corresponding
decrease in pay, and a temporary reduction in contributions
to Company pension plans. Furthermore, there was a pack-
age of voluntary measures and severance payments. These
measures include unpaid leave, voluntary measures to reduce
working hours further and assisted early retirement.

Because of the crisis package, the Company assumes that
it can avoid terminating the contracts of the 22,000 cabin
crew of Deutsche Lufthansa AG for operational reasons for
the duration of the crisis.

The first short-term crisis agreement was concluded with
the Vereinigung Cockpit pilots’ union on 19 August 2020. It
applied until the end of the reporting year, covering the pilots
of Lufthansa German Airlines, Lufthansa Cargo, Lufthansa
Aviation Training and a subgroup of Germanwings pilots.

The measures mainly cover a reduction in the income
supplement for short-time working pay and in employer
contributions to the pension fund. Redundancies for opera-
tional reasons were ruled out until 31 March 2021.

The short-term agreement was superseded by another wage
agreement arranged in principle on 23 December 2020,
which continues and expands the measures agreed in August.
In particular, the use of short-time work was also made pos-
sible for 2021, the reduction in working hours was continued
with an equivalent salary adjustment and scheduled wage
increases were suspended. Redundancies for operational
reasons are now ruled out for the aforementioned pilots until
31 March 2022. Savings of more than half a billion euros
were achieved for the period August 2020 to March 2022.

Lufthansa agreed on an initial crisis package with the ver.di
trade union on 10 November 2020.

The package of measures, with a volume of more than
EUR 200m, is helping to overcome the economic effects of
the crisis. The measures primarily apply to the approximately
24,000 ground staff covered by collective bargaining agree-
ments at Deutsche Lufthansa AG, Lufthansa Technik AG and
Lufthansa Cargo AG.

Cost savings have already been immediately realised through
the elimination of the Christmas bonus for 2020. It was also
agreed that in 2021, there will be no holiday or Christmas
bonus including supplements, that the holiday entitlement
will be reduced in line with the short-time working rate and
that no compensation reviews will take place. In addition,
short-time work will be maintained consistently and the
supplement for short-time working pay will be reduced from
Q0% to 87% for 2021. In exchange, redundancies were ruled
out until 31 March 2022 and a new wage agreement on
partial retirement was signed.

SWISS and the kapers cabin crew union agreed on 6 Novem-
ber 2020 on a package of measures to deal with the corona-
virus crisis that will run until the end of 2023. This includes
measures to reduce costs as well as to reduce surplus staff
and includes a variety of offers such as voluntary early retire-
ment and new opportunities for part-time work. Thanks to
these measures, the cabin crew will contribute to a reduction
in personnel costs of around 10% by the end of 2023.
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On 21 and 22 May 2020, Austrian Airlines reached crisis
agreements with flight and ground staff. It was agreed that
short-time work would be used for a longer period of time
until 2022. The end of the short-time work period will be
followed by a pro rata salary waiver on the side of the
employees. This is expected to generate annual savings of
up to EUR 80m.

On 26 June 2020, Brussels Airlines also reached an agreement
with its labour union partners for flight crews and ground
employees to implement structural measures. This made it
possible to retain 75% of the approximately 4,000 jobs,
reduce the remaining jobs in a socially responsible way and
avoid redundancies. New employment contracts were also
negotiated with all groups of employees.

In addition, Lufthansa CityLine had concluded crisis agree-
ments with collective bargaining partners for cockpit, cabin
and ground staff by the end of 2020. These include the
extension of short-time work until the end of 2021, a reduction
in contributions to Company pension plans and other meas-
ures to lower payroll costs as well as protection against dis-
missal. The agreement for cabin staff is valid until the end of
2021, while the agreements for cockpit and ground staff will
last into 2023.

Finally, on 14 December 2020, Eurowings and the ver.di trade
union concluded a crisis collective bargaining agreement

for ground staff which includes protection against dismissal
until the end of December 2021. In exchange, employees at
Eurowings Aviation and Eurowings Technik have agreed to a
pro rata salary waiver and a reduction in annual leave entitle-
ment for 2021. At the start of 2021, Eurowings and ver.di also
concluded a crisis agreement for cabin crew.
the reporting period, p. 37.

Events after

Number of employees decreases at the end of 2020

At year-end 2020, the Lufthansa Group had 110,065 employ-
ees worldwide (previous year: 138,353). This meant that the
number of employees decreased by 28,288, or 20%. Adjusted
for the companies affected by the sale of the LSG group’s

EMPLOYEES BY BUSINESS SEGMENTS NETWORK AIRLINES

in % 52

Additional Businesses

and Group Functions 8

Eurowings 3 \
-\

Logistics 4

Catering 12

MRO29
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2020

110,065

NUMBER OF EMPLOYEES
as of 31 Dec

124,306 129,424 135,534 138,353

2016 2017 2018 2019 2020

European business, which had 8,817 employees at the end
of 2019, the decline was 15%. Employment came to 92,502
full-time equivalents at the end of the year. This represents
a decline of 26,427, or 22% (previous year: 118,928).

In Germany, there were 64,058 employees: this is 9,494, or
13%, fewer than in the previous year (previous year: 73,552).
This represents 58% of the total workforce (previous year:
53%). Adjusted for the companies affected by the sale of the
LSG group'’s European business, which had 6,405 employees
in Germany at the end of 2019, the decline was 5%.

The number of employees outside Germany fell by 18,794 or
29% to 46,007 (previous year: 64,801).

As of the reporting date, the average age of the workforce
was 42.4 years (previous year: 41.6). Average seniority was
13.9 years (previous year: 12.1 years). 34% of employees
worked part-time in the reporting year (previous year: 29%).
Fluctuation came to 19% (previous year: 13%). The increase
resulted particularly from the fluctuation at the LSG group.

At year-end, 1,320 apprentices were in training for the
more than 25 occupations offered by the Lufthansa Group
worldwide (previous year: 1,430).

EMPLOYEES BY REGION GERMANY
in % 58
Middle East/Africa 1
South America 2
Asia/Pacific 6 -
North/Central
America 10

Rest of Europe 23
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Reduction of around 27,000 full-time positions planned
Beyond the redundancies already carried out and the crisis
agreements concluded with the various labour union partners,
additional measures to restructure the Lufthansa Group and
its associated companies will be necessary. As part of the
ReNew restructuring programme, the Group’s workforce will
be structurally adjusted to the market decline caused by the
crisis, with the elimination of 27,000 full-time positions accord-
ing to the latest plans. The number of management positions
across the Group will also be reduced by at least 20%.

The headcount reduction target for the business units abroad
had already been achieved by year-end 2020. In Germany, by
contrast, approximately 10,000 jobs are still to be cut or the
corresponding staff costs reduced. In 2021, too, short-time
work and the crisis agreements concluded with the trade
unions are expected to help reduce staff costs significantly
compared with the pre-crisis level. Voluntary programmes as
well as part-time working and partial retirement opportunities,
severance offers and staff fluctuation are also intended to
reduce headcount. Dismissals for operational reasons are
ruled out for the duration of the crisis agreements.

The negotiations on long-term cost-saving measures, in
particular with the ver.di trade union for ground staff covered
by collective bargaining agreements and with the Vereinigung
Cockpit pilots’ union, are continuing. In parallel, talks on the
balancing of interests at the Company level are ongoing. The
Lufthansa Group aims to conclude long-term, economically
viable agreements with its collective bargaining partners.
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These enable sustainable success, as well as predictability
and security for both the Company and its employees. If no
agreements are reached with the respective trade unions,
redundancies are expected to be carried out on the basis of
the balancing of interests at the Company level. # Group
strategy, p. 17ff.

Human resources management provides
crisis-management support for employees

Coping with the coronavirus crisis places high demands

on employees and leads to enormous stress. In this respect,
in the 2020 financial year, the Group’s human resources
management aimed to provide employees with the best pos-
sible support in coping with the crisis. An important aspect
of achieving this was to create a high level of transparency
about upcoming restructuring measures and to offer timely
and continuous information.

The results of the Company-wide employee survey con-
ducted once again in the reporting year served as a point

of reference in overcoming the crisis. The strategic fields of
action identified in previous years will be pursued further.

A satisfying work-life balance, a holistic approach with respect
to equal opportunities and diversity in all dimensions, and
intensive talent management remain key action areas for
realising the Lufthansa Group’s aim of a fair partnership

with its employees.
Employee concerns, p. 103ff.

Combined non-financial declaration/

Research and development

The Lufthansa Group and its companies work continuously
- both individually and across segments - on innovative
services and products. Most of these activities are run
separately in the individual segments since they focus on
different areas. 7 Business segments, p. 51ff.

The Lufthansa Group’s passenger airlines are focusing on
further improvements to the customer’s travel experience
along the entire travel chain. In the 2020 financial year, the
focus was particularly on measures to improve travel safety
in connection with the outbreak of the coronavirus. In
November 2020, for example, Lufthansa German Airlines
and SWISS introduced Star Alliance Biometrics biometric
facial recognition at check-in for selected flights. This increases
the quality of service and health and safety for customers by
allowing them to pass through the security checkpoints and
boarding gates without having to take off their face masks.

Lufthansa Cargo is focusing on the digitalisation of customer
interfaces in order to network digitally with all the players

in the transport chain, from booking to delivery. Lufthansa
Technik is expanding its portfolio in the field of intelligent
maintenance management with data-based products and
services like the AVIATAR software platform.

Innovation and digitalisation are being advanced by the
Lufthansa Group as well as in close collaboration with the
Lufthansa Innovation Hub. It works on new digital business
models, partnerships and strategic investments along the
entire travel and mobility chain.

30



COMBINED MANAGEMENT REPORT
Principles of the Group - Legal and regulatory factors

LUFTHANSA GROUP ANNUAL REPORT 2020

L egal and regulatory factors

The Lufthansa Group is subject to numerous national and
European regulations. These regulations have an impact on
costs and - if they do not cover non-European competitors -
the competitiveness of the Company.

Legislation in the framework of the European Green Deal
(EGD) is particularly relevant in this context. However, laws on
data and consumer protection and on infrastructure topics,
such as air traffic taxes, aviation security expenses, take-off
and landing rights and night-flight bans, as well as regulations
in connection with the coronavirus pandemic are having a
sustained impact on the Lufthansa Group as well as on the
entire aviation sector.

In connection with the coronavirus pandemic, there are
many national and international regulations that impose
wide-ranging restrictions on air traffic. For example, global
border closures, stricter measures to contain the spread

of the virus (for example, contact bans, minimum distance
on board, quarantine regulations) and constantly changing
administrative hurdles upon entry increase the risk of the
restriction of usable traffic rights. Non-standardised corona-
virus testing practices also result in restrictions on market
access.

The EGD decisively regulates aviation climate policy at the
European level. The European Emissions Trading Scheme
(EU-ETS) is a core element of this regulation. If this scheme
should continue to apply only to flights within the EU after the
upcoming revision, without being adapted to the CORSIA
global CO, compensation scheme, the resulting double
regulation would put a burden on European aviation on an
international comparison. The introduction of a quota for
sustainable aviation fuel (SAF) under discussion in the
framework of the EGD may also impose a financial burden
and, depending on the implementation, lead to a distortion

of competition, as competitors’ traffic could be diverted
via non-European hubs where these requirements do not
apply. The air traffic tax was recently increased at the federal
level in Germany, partly in response to the debate on climate
protection. There is also a draft of a national quota for
power-to-liquid fuels (as a special form of SAF), for which
there is still no harmonisation with a European quota.

The draft published by the European Commission in Sep-
tember 2020 on the revised regulation of the joint European
airspace (Single European Sky) is intended to make air traffic
control in Europe more efficient. This offers the potential
to not only reduce carbon emissions and save fuel, but also
to avoid flight delays.

European air passenger rights will also remain an important
issue due to the significant financial burdens. The current
regulation is subject to different interpretations by national
courts and is creating ambiguity in its application for passen-
gers and airlines alike. The EU Commission’s proposed revision
of the regulation in 2012 is likely to be further delayed.

The basic rule on the use of take-off and landing rights
(slots) is that slots can be reallocated if they have been used
less than 80% of the time in a flight period. This rule was
initially suspended by authorities worldwide until March 2021
due to the slump in air traffic caused by the coronavirus.
This makes it possible to maintain network structures that
have been built up over decades and to promote a new start
in air traffic. Slot rules in all relevant countries will again be
adapted to the pandemic in summer 2021. 50% of the slot
series can be returned in the EU, and airlines must use 50%
of the remaining slots in order not to lose them. Theoretically,
this covers the eventuality that airlines use only 25% of their
existing slots.
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Fconomic development declines in all regions of the world as a result of the
coronavirus crisis. | Decline in Germany less severe than in other European
countries. | No clear trend in exchange rate developments. | Interest rates at
historic lows. | Oil prices decline and remain volatile.

World economy falls sharply in 2020 due to

coronavirus pandemic

The global economy contracted by 3.9% in the reporting year
due to the coronavirus pandemic (previous year: growth of
2.6%). This negative trend was observed in all global regions.
In Europe, the economy shrank by 6.7% (previous year: growth
of 1.5%). The output of the German economy declined by
5.3% (previous year: growth of 0.6%).

CURRENCY DEVELOPMENT EUR 1in foreign currency

2020 2019 2018 2017 2016
usb 1.1399  1.1192  1.1800 1.1194  1.1062
JPY 121.75 122.01  130.33 12546  120.05
CHF 1.0704  1.1122  1.1548 1.1022  1.0899
CNY 7.8683  7.7320 7.8083  7.5955  7.3491
GBP 0.8888 0.8769  0.8848 0.8745 0.8168

Source: Bloomberg, annual average daily price.

GDP DEVELOPMENT
in% 2020" 2019 2018 2017 2016 Short and long-term interest rates continue to fall
World _3.9 26 39 34 28  Thenegative short and long-term interest rate trend continued
Europe 6.7 15 21 20 20  in2020. Interest rates again fell to a historical low.
Germany -53 0.6 1.3 2.9 2.1
North America 37 21 3.0 24 L7 INTEREST RATE DEVELOPMENT in %
South America 7.1 0.9 1.6 2.0 -0.3
Asia/Pacific 14 a1 18 50 50 Instrument 2020 2019 2018 2017 2016
China 2.1 6.1 6.7 6.9 6.8 6-month Euribor
Middle East ~6.9 0.5 05 0.7 51 Average rate =087 -0.30 -0.27 -0.26 -0.17
Africa -41 31 31 3.6 18  O-month Euribor
Year-end level -0.53 -0.32 -0.24 -0.27 -0.22
Source: Global Insight World Overview as of 15 Jan 2021. 10-year euro swap
) Forecast. Average rate -0.14 0.26 0.96 0.81 0.53
10-year euro swap
Year-end level -0.26 0.21 0.81 0.89 0.66

No clear trend in exchange rate developments

The euro turned in a mixed performance against the other
major currencies in 2020. The average exchange rate against
both the US dollar and the Chinese renminbi was 2% higher
than the previous year. The euro also gained 1% against the
pound sterling. The euro remained almost unchanged against
the Japanese yen, whereas it fell by 4% year-on-year against
the Swiss franc.

Source: Bloomberg.

The discount rate, which is particularly important for measur-
ing pension obligations and which is derived from the aver-
age return on a basket of investment-grade corporate bonds,
came to 0.8%, which is also lower than the previous year’s
figure of 1.4%.
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Oil price down on previous year’s average

The oil price declined and was very volatile in 2020. With
prices between USD 19.33/barrel and USD 68.91/barrel, the
average for 2020 was USD 43.20/barrel, which is 33% lower
than the previous year. As of year-end 2020, a barrel of Brent
Crude cost USD 51.80 (year-end 2019: USD 66.00/barrel).

The jet fuel crack, the price difference between crude oil and
kerosene, moved between USD -8.32/barrel and USD 16.36/
barrel in 2020. On average over the year, it traded at USD 2.56/
barrel and thus 84% lower than in the previous year. The
price at year-end 2020 was USD 3.43/barrel (year-end 2019:
USD 16.49/barrel).

Sector developments
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PRICE DEVELOPMENT OF CRUDE OIL AND KEROSENE
in USD/t
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Source: Lufthansa, based on market data.

Global passenger traffic significantly affected by the outbreak of the
coronavirus crisis. | Airfreight volume also declined with strongly rising
average yields. | Sector earnings suffer massively from coronavirus
pandemic. | MRO and airline catering markets also decline.

Global passenger traffic hit hard by the

coronavirus pandemic

The global spread of the coronavirus and the ensuing travel
restrictions had a significant negative impact on the demand
for air travel. Passenger airline traffic temporarily came to
an almost complete standstill worldwide. Air traffic on Asian
routes was first affected in February 2020 after the outbreak
of the virus in China. This trend progressed rapidly in March,
with air traffic in Europe, the Middle East and North America
increasingly impacted. Global passenger traffic then came
to a nearly complete standstill in April and May. During this
period, the connections on offer were mainly limited to return
flights and domestic services, plus a few international con-
nections. The June to August summer months saw a slight
recovery as a result of the gradual lifting of travel restrictions.
However, after the end of the summer travel season and with
the number of infections rising significantly again, passenger
numbers fell significantly again from September onwards.

This slack demand persisted for the rest of the year after
widespread travel restrictions were re-established in Europe
as well. The airlines reacted to this development by once
again significantly reducing the capacity on offer.

The total number of revenue passenger-kilometres sold
worldwide declined by 66% in the reporting year according
to figures published by the International Air Transport Asso-
ciation (IATA) (previous year: +4%). Airlines from the Middle
East reported the largest decline in revenue passenger-
kilometres, at 72%. In the same period, airlines from Europe
posted a 70% decline. According to the Federal Association
of the German Aviation Industry (BDL), sales for airlines in
Germany fell overall by 76%.

Average yields in global passenger traffic fell by 8.0% in
financial year 2020 according to the IATA (previous year:
decline by 3.0%).
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SALES PERFORMANCE IN THE AIRLINE INDUSTRY 2020

in % compared Passenger- Cargo tonne-
with previous year kilometres kilometres
Europe -70 -16
North America -65 1
Central and South America -62 -21
Asia/Pacific -62 -15
Middle East -72 -10
Africa -69 1
Global -66 -11

Source: IATA Air Passenger/Air Freight Market Analysis (12/2020).

Airfreight traffic declines by less than

passenger traffic worldwide

The global market for airfreight declined less significantly
than passenger transport in the reporting year. Following the
global spread of the coronavirus, demand for airfreight initially
declined and reached its low point in April 2020. This devel-
opment was driven by the significant decline in world trade
and the collapse of global supply chains. Countering this
trend, especially at the beginning of the pandemic, was the
increased need for transport of medical and protective equip-
ment. Starting in May, market demand improved significantly
again. However, the freight capacity on offer did not recover
to the same degree, as a large proportion of the belly capaci-
ties of passenger aircraft were not available for airfreight
due to the greatly reduced passenger flows. This imbalance
between rising demand and significantly reduced capacity
caused average yields in global airfreight traffic to go up by
30.0% according to IATA (previous year: decline by 5.0%).

According to IATA, global airfreight volumes in 2020 fell 11%
(previous year: decline by 3%). Cargo airlines from Central
and South America reported the fastest decline at 21%.
European providers saw a decline of 16%.

Massive decline in earnings expected for the

global airline industry

The global airline industry is expected to see a significant
decline in earnings due to the strong negative development
of demand in passenger traffic. The IATA forecasts a net
loss of USD 118bn for the 2020 financial year (previous year:
net profit of USD 26bn). On a regional basis, the highest
net losses of USD 46bn are expected in the North America
region (previous year: net profit of USD 17bn). European
airlines are also forecast to generate a net loss of USD 27bn
(previous year: net profit of USD 7bn).

EARNINGS DEVELOPMENT IN THE AIRLINE INDUSTRY

in USD bn 2020 2019
Europe -27 7
North America -46 17
Central and South America -5 -1
Asia/Pacific -32 5
Middle East =7 -2
Africa -2 0
Industry -118 26

Source: IATA Industry Statistics (11/2020).

Many airlines were dependent on government support in
this unprecedented crisis situation. In addition to general
support such as short-time working, the individual states also
adopted specific rescue measures for airlines. Nonetheless,
some airlines had to file for insolvency in the year under
review. The continuing strained situation could still lead to
further market consolidation.

MRO and airline catering markets also impacted by the
coronavirus pandemic

Demand for aircraft maintenance, repair and overhaul (MRO)
services also fell significantly in the 2020 financial year.
The market environment suffered from a significant decline
in capacity utilisation, especially in engine maintenance and
in the components business. Analyses by consultancy firm
|CF indicate that, according to current figures, the MRO market
slumped by around 33% during the 2020 financial year. From
a regional perspective, market volume fell by 36% in the
EMEA region (Europe/Middle East/Africa), by 34% in Asia
and by 27% in the Americas.

The economic impacts of the coronavirus pandemic have
also drastically changed the airline catering industry. With
the crisis-related decline in passenger numbers in air travel,
particularly in the long-haul business, demand for in-flight
catering services also fell. This was compounded by service
restrictions related to hygiene strategies that minimise
contact between crews and passengers. The pandemic has
subsequently accelerated the digitalisation of pre- and
post-flight and in-flight services. The pre-order and in-flight
retail trend continued to increase, especially for short-haul
traffic, Economy Class and leisure travel.
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The Lufthansa Group's business performance has been severely impacted
by the coronavirus pandemic. | Capacity is significantly reduced due to the

impact of the crisis. |

Measures to reduce costs and maintain liquidity are being

implemented. | Lufthansa Group result drops significantly.

OVERVIEW OF THE COURSE
OF BUSINESS

Effects of the coronavirus pandemic put significant strain
on business at the Lufthansa Group

The effects of the coronavirus pandemic have been a signifi-
cant burden on the Lufthansa Group’s business in 2020, in
particular the introduction of travel restrictions in most traffic
regions and the resulting collapse in demand. For the full
year, capacity (available seat-kilometres) was 69% below the
level of the previous year.

To mitigate the effects of the coronavirus pandemic, the
Lufthansa Group initiated extensive measures in the course of
the reporting year to reduce costs and investment spending
and to maintain liquidity. Among other things, a large part
of the fleet of Lufthansa Group airlines was temporarily
decommissioned and short-time working was introduced
for a majority of the employees. Crisis agreements reached
with the trade unions further reduced staff costs. Other

key cost-cutting measures included terminating wet leases,
postponing maintenance and servicing work on the fleet
that is not safety-relevant, renegotiating supply contracts,
reducing marketing activities and deferring projects that
are not crucial for business.

Cash outflows were cut by means of strict working capital
management and a drastic reduction in the originally
planned capital expenditure. As the crisis progressed, the
Group nevertheless required external financing that could
not be obtained to a sufficient degree on the market. Stabili-
sation measures and loans of up to EUR Qbn were therefore
agreed with the Economic Stabilisation Fund (WSF) in the
Federal Republic of Germany and with the governments of
Switzerland, Austria and Belgium which secure the existence
of the Lufthansa Group.

With the launch and the ongoing implementation of its
restructuring programme ReNew, the Lufthansa Group is
adapting to the new market conditions and laying the foun-
dations for repaying the funds from the stabilisation package.
As part of the programme, two bonds were successfully
issued at the end of the reporting year. This strengthened
the Lufthansa Group’'s liquidity by EUR 1.6bn.

Traffic revenue for the Lufthansa Group airlines fell by
68% year-on-year to EUR 9,078m in financial year 2020.
Revenue of EUR 13,589m was 63% down compared with
the previous year.

Operating expenses fell by 44% in total to EUR 20,846m,
primarily due to the volume-related decline in the cost of
materials and services, particularly for fuel, fees and charges,
the introduction of short-time working for large parts of the
workforce and other measures to reduce fixed costs.

Adjusted EBIT fell accordingly to EUR -5,451m (previous
year: EUR 2,026m). The Adjusted EBIT margin amounted to
-40.1% (previous year: 5.6%). All of the operating segments
reported negative earnings performance, with the exception
of the Logistics segment, which posted a record result in
the reporting year.

Net result attributable to shareholders of Deutsche Lufthansa
AG fell to EUR -6,725m (previous year: EUR 1,213m). It was
burdened by impairment losses on the fleet and goodwill as
well as the negative changes in the market value of fuel
hedging instruments.

Cash flow from operating activities declined in financial year
2020 to EUR -2,328m (previous year: EUR 4,030m). Adjusted
free cash flow fell to EUR -3,669m despite a significant
decrease in capital expenditures (previous year: EUR 203m).
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Its equity ratio fell by 20.5 percentage points to 3.5%

(31 December 2019: 24.0%). Net indebtedness of EUR 9,922m
was 49% higher than at year-end 2019 (31 December 2019:
EUR 6,662m). At the end of the 2020 financial year, the Group
had available liquidity of EUR 10.6bn. This includes EUR 5.7bn
in state stabilisation funds and loans which have not yet
been utilised.

SIGNIFICANT EVENTS

Lufthansa Group receives state stabilisation aid

and loans of up to EUR 9bn

The WSF approved a stabilisation package for Deutsche
Lufthansa AG on 25 May 2020. The package consists of sta-
bilisation measures and loans of up to EUR 9bn. Additional
support provided by Switzerland, Austria and Belgium will
be offset against the stabilisation package for Deutsche
Lufthansa AG. 7 Financing, p. 43ff.

The shareholders of Deutsche Lufthansa AG approved the
capital measures and the equity investment of WSF in the
amount of 20% of the issued capital of Deutsche Lufthansa AG
at an Extraordinary General Meeting on 25 June 2020.

Lufthansa Group decides on restructuring programme
The Executive Board of Deutsche Lufthansa AG adopted
the first three packages of the Group-wide restructuring
programme ReNew on 7 April 2020, 7 July 2020 and

21 September 2020. 7 Group strategy, p. 17ff.

The programme provides for a capacity reduction of 150 air-
craft across the Group from the middle of the decade. To
achieve this, older long-haul aircraft and others are being
decommissioned ahead of schedule.
p. 25ff.

Fleet and route network,

Surplus staff capacity due to the planned reduction in flight
capacity currently comes to approximately 27,000 FTE.
Adjustments to the long-term number of employees at the
airlines will be made in line with market developments.
The number of management positions will be reduced by
at least 20%. # Employees, p. 28ff.

A stronger customer focus and a business model consistently
based on sustainability and long-term value creation are core
elements of the Company strategy for the future. The pooling
of flight operations continues to make progress, including
long and short-haul leisure traffic hubs in Frankfurt and
Munich. 7 Group strategy, p. 17ff.
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Lufthansa Group and trade unions conclude

crisis agreements

In the course of the year, the Lufthansa Group concluded
crisis agreements with the Vereinigung Cockpit pilots’ union,
the independent flight attendants’ organisation (UFO) and
ver.di, the ground staff union. # Employees, p. 28ff.
Personnel changes and reallocation of responsibilities

in the Executive Board

On 4 April 2020, Ulrik Svensson resigned his post as Chief
Financial Officer of Deutsche Lufthansa AG for health reasons
with effect from 6 April 2020. With effect from 30 June 2020,
Thorsten Dirks also resigned from the Executive Board of
Deutsche Lufthansa AG as the member in charge of the Digital
and Finance function. A new division of responsibilities was
then approved for the Executive Board.
and Group structure, p. 15f.

Business activities

On 21 September 2020, the Supervisory Board of Deutsche
Lufthansa AG decided ahead of schedule to renew the
contract with Harry Hohmeister, responsible for the Com-
mercial Passenger Airlines function, for three more years until
30 June 2024.

On 10 November 2020, the Supervisory Board of Deutsche
Lufthansa AG appointed Remco Steenbergen to the Executive
Board of the Company. He took responsibility for the finance
function with effect from 1 January 2021. His contract is
valid for three years until 31 December 2023.

Change in the Supervisory Board of Deutsche Lufthansa AG
Angela Titzrath and Michael Kerkloh were appointed by the
court as new members of the Supervisory Board of Deutsche
Lufthansa AG on 2 September 2020. Monika Ribar and
Martin Koehler resigned to make way for this change.

On the employee representative side, Christina Weber

and Christian Hirsch left the Supervisory Board of the Com-
pany. They were replaced by Jirgen Jennerke (by court
appointment) and Birgit Spineux. 7 Report of the Supervisory
Board, p. 7ff.

Moody’s and Standard & Poor’s downgrade rating

for Lufthansa Group

The rating agencies Standard & Poor’s and Moody’s lowered
the credit rating of the Lufthansa Group to non-investment
grade in several steps due to the crisis. In contrast, Scope
Ratings reaffirmed the investment grade rating.
strategy and value-based management, p. 21ff.

Financial
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Deutsche Lufthansa AG successfully issues two bonds

On 10 November 2020, Deutsche Lufthansa AG successfully

issued an unsubordinated and unsecured convertible bond

with a total volume of EUR 600m and an interest rate of 2.0%.

On 24 November 2020, an unsecured five-and-a-half-year

euro bond with a total volume of EUR 1bn and an interest rate

of 3.0% was also issued. 7 Financing, p. 43ff.

LSG group’s European business sold to gategroup

On 2 December 2020, the sale of LSG group’s European

business to gategroup was finalised after the buyer

fulfilled the conditions imposed by the EU Commission.
Catering business segment, p. 67ff.
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EVENTS AFTER
THE REPORTING PERIOD

Eurowings and ver.di reach crisis agreement

On 12 January 2021, Eurowings and the trade union ver.di
reached a crisis agreement for cabin crew. Under the agree-
ment, employees are protected against dismissal until

31 December 2021. In exchange, reductions in Christmas
and holiday bonuses were agreed, among other things.

Lufthansa issues another bond and repays KfW loan
Deutsche Lufthansa AG again successfully issued a bond
with a total volume of EUR 1.6bn on 4 February 2021. The
first tranche has a volume of EUR 750m and pays interest
of 2.875% p.a. over a term of four years. The second tranche
of EUR 850m matures in seven years and pays interest at
3.75% p.a.

Together with the funds of approximately EUR 2bn raised in
the second half of 2020, the Lufthansa Group has thereby
secured the refinancing of the financial liability of EUR 2.6bn
due in 2021 and repaid the KfW loan of EUR 1bn ahead of
schedule on 11 February 2021.

EU Parliament adopts new slot rules

On 10 February 2021, the European Parliament passed a reso-
lution amending the slot rules for summer 2021 in response
to the pandemic. The regulation stipulates that airlines can
return up to 50% of their slot series in full before the season
begins and that they only have to operate half the remaining
slot series in order to secure them for the coming season.

Based on its capacity outlook (7 Forecast, p. 118ff.), the
Lufthansa Group expects that it will be able to obtain all of
the slots for which it has rights, including beyond the 2021
summer season.
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Farnings, assets and financial position

Farnings performance severely impacted by the coronavirus crisis. | Revenue
falls by 63%. | Adjusted EBIT of EUR -5,451m. | Capital expenditure reduced
by 64%. | Decline in Adjusted free cash flow limited to EUR -3,669m. | Net
debt up by EUR 9922m. | EUR10.6bn liguidity available.

EARNINGS POSITION

Revenue and income

REVENUE AND INCOME

2020 2019 Change
in€m in€m in %
Traffic revenue 9,078 28,136 -68
Other revenue 4,511 8,288 -46
Total revenue 13,589 36,424 -63
Changes in inventories and
work performed by the entity
and capitalised 175 685 -74
Other operating income® 1,830 1,830 -
Total operating income 15,594 38,939 -60

Y Without fixed asset write-ups and book gains.

Traffic severely affected by coronavirus crisis;

traffic revenue down by 68%

Traffic figures of Lufthansa Group Airlines declined significantly
as a result of the coronavirus crisis. Passenger numbers fell
by 75% in the 2020 financial year compared with the previous
year. Sales (revenue passenger-kilometres) were down by
77%, capacity (available passenger-kilometres) was cut by
69%. The passenger load factor fell by 19.4 percentage points
to 63.2%.

The Lufthansa Group'’s cargo business was particularly affected
by the loss of belly capacities on passenger aircraft. Capacity
(available cargo tonne-kilometres) fell by 39% cent, and sales
(revenue cargo tonne-kilometres) declined by 31%. However,
the cargo load factor of 69.6% was 8.2 percentage points
higher than in the previous year, supported by the market-wide
decline in available capacity.

Traffic revenue for Lufthansa Group airlines declined by
68% to EUR 9,078m due to the lower traffic (previous year:
EUR 28,136m).

Further information on the regional breakdown of traffic
revenue for the Network Airlines, Eurowings and Logistics
segments can be found in the chapters
p. 51ff.

Business segments,

Other revenue fell by 46% due to the crisis

Other revenue fell year-on-year by 46% to EUR 4,511m
(previous year: EUR 8,288m). This was mainly due to the
decline in revenue due to the crisis in the MRO (-38% to
EUR 2,724m) and Catering (-59% to EUR 1,064m) segments
as well as in the Additional Businesses and Group Functions,
including AirPlus and Lufthansa Aviation Training. The airlines
contributed EUR 411m to other revenue. This corresponds

to a decline of 44% compared with the previous year, in
particular due to lower revenue from customer loyalty pro-
grammes, handling services and in-flight sales.

Revenue down year-on-year by 63%,

operating income down 60%

Revenue, which consists of traffic revenue plus other revenue,
fell by 63% in financial year 2020 to EUR 13,589m (previous
year: EUR 36,424m).

Further information on regional distribution of revenue can
be found in the 7 Notes to the segment reporting, p. 198ff.
Changes in inventory and other capitalised internal expenses
fell by 74% to EUR 175m due to the significant decline in
business activities (previous year: EUR 685m).

Other operating income remained unchanged at EUR 1,830m
(previous year: EUR 1,830m).

Total operating income declined by 60% to EUR 15,594m in
2020 (previous year: EUR 38,939m).

BUSINESS SEGMENTS’ SHARE OF GROUP EXTERNAL REVENUE

in %

Additional Businesses
and Group Functions 2

Catering 8

MRO 20
__ 46 Network Airlines

Logistics 20 [\ 4c )
urowings
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Expenses
EXPENSES
2020 2019 Change Share of
operating
in€m in€m in % expenses in %
Cost of materials and services 8,453 19,827 -57 41
of which fuel 1,875 6,715 -72
of which fees and charges 1,796 4,523 -60
of which external services MRO 1,139 1,911 -40
of which charter expenses 469 814 -42
Staff costs? 6,405 9,111 -30 31
Depreciation? 2,561 2,692 -5 12
Other operating expenses® 3,427 5,494 -38 16
of which indirect staff costs and external staff 543 1,201 -55 3
of which rental and maintenance expenses 603 742 -19 3
Total operating expenses 20,846 37,124 -44 100

" Without past service costs/settlement
2 Without impairment losses p. 40.
3 Without book losses and write-downs on assets held for sale

p. 40.

p. 40.

Cost of materials and services falls by 57% on the back
of crisis-related decline in consumption volumes

The cost of materials and services for the Lufthansa Group
was 57% down in financial year 2020 compared with the
previous year at EUR 8,453 (previous year: EUR 19,827m).

Within the cost of materials and services, fuel expenses
decreased by 72% to EUR 1,875m. The change is primarily
based on the crisis-related decline in consumption volumes,
which were 67% lower than in the previous year. The lower
market price for kerosene only had a limited impact due to
hedging. The average price for kerosene, including fuel
hedging, was USD 572.61/tonne in 2020. Fuel prices fell 5%
after hedging compared with the previous year. The develop-
ment of the US dollar, in contrast, had no overall impact
on the development of fuel costs over the course of the year.
Fuel costs included a negative result of price hedging of
EUR 204m (previous year: a negative earnings result of
EUR 39m).

Expenses for other raw materials, consumables and
supplies and purchased merchandise were down by 43%
at EUR 2,330m due to lower volumes.

Expenses for fees and charges decreased at a below-average
rate compared with traffic figures. At EUR 1,796m, they were
60% below the level of the previous year.

At EUR 1,139m, expenses for external MRO services were
40% below the previous year's level due to the decline in
flight operations. The performance of maintenance work,
which continued to be necessary even on parked aircraft,
prevented an even greater decline.

The 42% decrease in charter expenses to EUR 469m partly
relates to the cargo business, where some external capacity
was used during the reporting year. This resulted in a lower
decrease in expenses compared with the overall traffic figures.

Operating staff costs fall by 30% due to short-time
working and reduced headcount

Operating staff costs fell by 30% in financial year 2020

to EUR 6,405m (previous year: EUR 9,111m), particularly due
to the effects of short-time working, the reduction in the
average number of employees and the profit-share payment
which was lower than last year. The decline came to 13%
without the effects of short-time working.

Depreciation and amortisation down by 5%

Depreciation and amortisation fell year-on-year by 5% to
EUR 2,561m (previous year: EUR 2,692m). Depreciation

of aircraft, reserve engines and engine overhauls fell by 8%
to EUR 1,923m (previous year: EUR 2,084m).

Other operating expenses down by 38%

Other operating expenses went down by 38% to EUR 3,427m
(previous year: EUR 5,494m), mainly due to lower selling
expenses, a decline in other costs directly linked to business
activities, and reduced marketing expenses. By contrast,
impairment losses on receivables went up.

Operating expenses down by 44% overall

Overall, operating expenses for the Lufthansa Group fell
by 44% year-on-year to EUR 20,846m (previous year:
EUR 37,124m).
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Earnings performance

Adjusted EBIT of EUR -5,451Tm
Adjusted EBIT for the Lufthansa Group fell year-on-year to
EUR -5,451m (previous year: EUR 2,026m).

The Adjusted EBIT margin fell by 45.7 percentage points to
-40.1% (previous year: 5.6%).

Adjusted EBIT in the Network Airlines business segment
fell to EUR -4,674m (previous year: EUR 1,776m). Eurowings
reported a fall in Adjusted EBIT to EUR -703m (previous
year: EUR -122m). Adjusted EBIT for the Logistics segment
increased to EUR 772m (previous year: EUR 1m). Adjusted
EBIT in the MRO business segment fell to EUR -383m (pre-
vious year: EUR 463m). The Catering business segment
recorded a fall in Adjusted EBIT to EUR -284m (previous
year: EUR 128m). The other Group companies, which under
IFRS 8 do not require separate reporting, and the Group
functions reduced the Group's operating Adjusted EBIT by
a total of EUR -314m (previous year: EUR -227m).
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DEVELOPMENT OF REVENUE, ADJUSTED EBIT in €m
AND ADJUSTED EBIT MARGIN in %

. Ad JEBIT ADJUSTED EBIT 2020
evenue M Adjuste

-o- Adjusted EBIT margin - 5,451
31,660 35,579 35,542 36,424 13,589

-40.1
2016 2017 2018 2019 2020

RECONCILIATION OF RESULTS

2020 2019

Income Reconciliation Income Reconciliation

in€m statement Adjusted EBIT statement Adjusted EBIT
Total revenue 13,589 - 36,424 -
Changes in inventories and work performed by the entity and capitalised 175 = 685 -
Other operating income 1,897 - 1,889 -

of which book gains et al. - - 38 - -20

of which write-ups on capital assets - - 30 - -38
Total operating income 15,661 - 68 38,998 -58
Cost of materials and services - 8,453 - -19,827 -
Staff costs - 6,436 - -9,121 -

of which past service costs/settlement = 31 - 10
Depreciation - 4,389 = -2,776 -

of which impairment losses = 1,828 - 84
Other operating expenses - 3,472 - - 5,585 -

of which impairment losses on assets held for sale - 6 - 51

of which expenses incurred from book losses - 39 - 39
Total operating expenses -22,750 1,904 - 37,309 184
Profit/loss from operating activities -7,089 - 1,689 -
Result from equity investments - 264 - 168 -
Impairment loss on investments accounted for using the equity method = 66 - 43
EBIT -7,353 - 1,857 -
Total amount of reconciliation Adjusted EBIT - 1,902 - 169
Adjusted EBIT - -5,451 - 2,026
Amortisation - 2,561 - 2,692
Adjusted EBITDA - -2,890 - 4,718
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EBIT falls to EUR -7,353m

Based on EBIT, Adjusted EBIT includes clearly defined,
non-plannable earnings components as a key performance
indicator for better comparability. The adjustments relate
exclusively to write-downs and write-backs, earnings from
the disposal of non-current assets and effects of changes
in pension plans.

Year-on-year, EBIT fell in financial year 2020 to EUR -7,353m
(previous year: EUR 1,857m). The difference to Adjusted EBIT
was therefore EUR -1,902m (previous year: EUR -169m).

The adjustments include depreciation and amortisation of
EUR 1,475m on aircraft and right-of-use assets for a total
of 115 aircraft that were transferred to long-term parking
mode and which are no longer planned to return to service
or which are held for sale. This affected Lufthansa German
Airlines (14 Airbus A380s, five Boeing 747s, 17 A340s, two
leased A330s, eleven A320s and 14 A319s, some of them
leased), Austrian Airlines (three B767s, 13 Dash 8-400s),
Brussels Airlines (right-of-use assets for two A330s and
eight A319s) and Eurowings (right-of-use assets for 15 Dash
8-400s, five A321s and one right-of-use asset A319). In
Lufthansa Cargo’s freight operations, a total of five MD-11s
were offered for sale as planned. Depreciation of reserve
engines accounted for another EUR 40m.

Impairment losses of EUR 222m related mainly to goodwill at
the business entities LSG USA, LSG Korea and Eurowings.
Due to the deterioration in the business outlook caused by
the crisis, impairment losses of EUR 66m were recognised
on investments in the MRO business segment. Property,
plant and equipment of the flight training operations as well
as of African catering units were also impaired in the amount
of EUR 31m due to the impact of the crisis on the forecast
business development.

When the share transfers took effect, the European com-
panies of the catering business were sold to gategroup on

2 December 2020. Write-backs on assets held for sale
during the reporting year and results from disposals resulted
in a positive effect totalling EUR 41m.

Expenses from changes to pension plans of EUR 31m mainly
relate to measurement effects from the temporary suspension
offered by the Company of the clause defining the average
retirement age for pilots in the context of transitional benefits
at Deutsche Lufthansa AG. A corresponding agreement has
not yet been reached on a change to the wage settlement as
part of an overall agreement.

The result from operating activities declined year-on-year
to EUR -7,089m (previous year: EUR 1,689m).
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Financial result falls to EUR -1,542m
The financial result fell year-on-year to EUR -1,542m (previous
year: EUR 171m).

The result from equity investments included in this figure
came to EUR -264m (previous year: EUR 168m). The decline
was due to negative results from joint ventures and associated
companies, particularly in the Network Airlines, Eurowings
and Lufthansa Technik segments.

Net interest fell by 6% to EUR -334m (previous year:
EUR -315m), essentially because of increased debt.

Other financial items declined to EUR -944m (previous year:
EUR 318m), particularly as a result of the negative develop-
ment of the market value of fuel hedges which are recognised
in the financial result due to the need to discontinue hedging
relationships (EUR 779m). In addition, ineffectiveness in
exchange rate hedging to be recognised in profit or loss due
to the postponement of capital expenditure on aircraft as well
as the market valuation of the convertible bond issued in the
reporting year had a negative impact on the financial result.

The relief from income taxes in the amount of EUR 1,865m

is related to the recognition of deferred taxes for negative
earnings in financial year 2020 (previous year: tax expense
of EUR 615m). The tax ratio was just 22%, mainly due to
deferred taxes not being recognised for companies with

a history of losses and the negative result from equity invest-
ments not being subject to tax.

Including earnings attributable to minority interests of
EUR 41m (previous year: EUR -32m), the net profit for the
period attributable to the shareholders of Deutsche Lufthansa
AG was EUR -6,725m (previous year: EUR 1,213m).

Earnings per share amounted to EUR -12.57 (previous year:
EUR 2.55). 7 Notes to the consolidated financial statements,
Note 16, p. 164.

PROFIT BREAKDOWN OF THE LUFTHANSA GROUP

2020 2019 Change
in€m in€m in %
Operating income 15,661 38,998 -60
Operating expenses -22,750 -37,309 -39
Profit from operating
activities -7,089 1,689
Financial result -1,542 171
Profit/loss before
income taxes -8,631 1,860
Income taxes 1,865 -615
Profit/loss after
income taxes -6,766 1,245
Profit/loss attributable
to minority interests 41 -32
Net profit/loss attributable
to shareholders
of Deutsche Lufthansa AG -6,725 1,213
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Dividend payments are excluded until the stabilisation
measures are completed

The stabilisation measures of the Economic Stabilisation Fund
(WSF) preclude the payment of dividends until the loans

and silent participations have been repaid in full and all the
shares of the Company held by the WSF have been disposed
of. Until then, free cash flow will be used primarily to repay
borrowings, including government stabilisation measures.

In the long term, shareholders are expected to once again
participate directly in the Company’s success.
strategy and value-based management, p. 21ff.

Financial

Long-term earnings reduced by the coronavirus crisis

The Lufthansa Group's business model is exposed to economic
cycles and other external factors. Their influence varies from
one segment to another.

In previous years, the airlines in the Lufthansa Group in
particular were able to continuously improve their cost
position and take steps to respond more flexibly to changes
and challenges in the economic environment. However, this
development was interrupted in the reporting year by the
significant impact of the coronavirus crisis.

FINANCIAL POSITION
Capital expenditure

Investment volume reduced by 64%

In response to the crisis, the Lufthansa Group succeeded
in reducing capital expenditure at short notice, primarily
by restructuring payment plans for capital expenditure on
aircraft. Gross capital expenditure (not including equity
investments) declined by 64% to EUR 1,273m (previous year:
EUR 3,559m).

Primary investment in down payments and final payments
for aircraft, aircraft components, and aircraft and engine
overhauls went down by 67% to EUR 983m (previous year:
EUR 2,998m). This accounts for 77% of total capital ex-
penditure.

Capital expenditure for other items of property, plant and
equipment and for intangible assets, known collectively as
secondary investment, decreased by 45% to EUR 266m
(previous year: EUR 488m). Of the total, EUR 186m (previous
year: EUR 332m) was on property, plant and equipment, such
as technical equipment and machinery, and on operating and
office equipment. EUR 80m was invested in intangible assets,
such as licences and software (previous year: EUR 156m).

Financial investments (not including equity investments)

of EUR 24m (previous year: EUR 73m) mainly related to cash
outflows for loans granted to affiliated, non-consolidated
companies.
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PRIMARY, SECONDARY AND
FINANCIAL INVESTMENTS in €m”
INVESTMENTS

1,273

B Primary investments
B Financial investments

Secondary investments

2194 3,474 3 757 3,559
=136
428 488
=34
464 2910 3,303 2998 | 94
1@9@ 266
983

2016 2017 2018 2019 2020

" Excluding acquisition of shares.

Network Airlines accounted for the bulk of capital expenditure
with EUR 958m (-65% year-on-year). Capital expenditure at
Eurowings came to EUR 106m (-17%). 7 Fleet, p. 25f.

Capital expenditure of EUR 222m (-22%) in the Logistics
segment consisted mainly of down payments and final pay-
ments for cargo aircraft. Capital expenditure of EUR 152m
(-51%) in the MRO business segment was mainly for the
purchase of reserve engines and to finance joint ventures and
other property, plant and equipment. Capital expenditure of
EUR 28m (-78%) in the Catering segment consisted mainly
of replacement investments in catering facilities.

Cash flow

Cash flow from operating activities down to EUR -2,328m
Due to the crisis, cash flow from operating activities fell
year-on-year to EUR -2,328m due to lower pre-tax earnings
(previous year: EUR 4,030m).

The decline was lower than for pre-tax earnings, however, due
to the non-cash components of earnings. These included in
particular impairment losses of EUR 1,828m on non-current
assets (previous year: EUR 84m) and valuation effects from
financial derivatives of EUR 334m. The valuation effects from
financial derivatives resulted primarily from ineffectiveness
due to the realisation and subsequent conclusion of invest-
ment hedging transactions in the reporting year and the post-
ponement of planned capital expenditure, as well as from
the market valuation of the convertible bond issued, which was
recognised in profit or loss. The discontinuation of advance
income tax payments as a result of the decline in earnings, the
deferral of payments from other taxes and levies (EUR 918m),
the realisation of exchange rate hedges with positive market
values (EUR 428m) and repo agreements with emission
certificates (EUR 275m) also supported the development.
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CASH FLOW AND CAPITAL EXPENDITURE in €m

— Cash flow from operating activities
-- Capital expenditure (gross)” — (Adjusted) Free cash flow?

6,000

4,000

2,000 ===~ \ i
\ e 1,273
0

-2,000 \
\. -2,328
-3,669

2020

-4,000

2016 2017 2018 2019

U Without acquisition of equity investments.
2 Since 2018: Adjusted free cash flow.

Changes in working capital caused a cash outflow of

EUR 683m (previous year: cash inflow of EUR 490m). This
stemmed primarily from the EUR 2,007m decrease in obliga-
tions for unused flight tickets, which was mainly due to the
refund of cancelled tickets (EUR 3,851m) and the significant
drop in new bookings. Liabilities to providers also fell by
EUR 1,673m. The significant reduction in trade and other
receivables including contract assets (EUR -2,204m), the
reduction in inventories, and payments received on account
of MRO service contracts partially offset the outflows.

Adjusted free cash flow down to EUR -3,669m

Gross capital expenditure (without acquisitions of equity
interests) for the Lufthansa Group came to EUR 1,273m. This
included the primary, secondary and financial investment
listed above. This was offset by the reduction in repairable
spare parts for aircraft of EUR 276m (previous year: increase
of EUR 231m). Expenditures of EUR 39m were made for
acquisitions of equity interests (previous year: EUR 107m).

The disposal of assets resulted in a cash outflow of EUR 49m
(previous year: inflow of EUR 136m). The disposal of the
companies of LSG group’s European business resulted in

a decrease in cash and cash equivalents (proceeds from the
disposal less cash and cash equivalents sold) of EUR -218m.
Interest and dividend income fell by 61% to EUR 123m (pre-
vious year: EUR 313m). This brought total net cash used for
investing activities to EUR 962m, which was 72% down on
the year (previous year: EUR 3,448m).

After deducting this net cash used for investing activities,
free cash flow for the financial year 2020 was negative at
EUR -3,290m (previous year: EUR 582m).
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Adjusted free cash flow includes cash outflows for leases
(repayment portion) as shown in cash flow for financing
activities. It decreased to EUR -3,669m (previous year:
EUR 203m). The lease payments included in this figure came
to EUR 379m in the reporting year (previous year: EUR 379m).

Financing

Lufthansa Group receives stabilisation aid

and loans of up to EUR 9bn

The Lufthansa Group has agreed on stabilisation measures
with the Economic Stabilisation Fund (WSF) of the Federal
Republic of Germany and with the governments of Switzerland,
Austria and Belgium to mitigate the financial consequences
of the coronavirus pandemic and to maintain the solvency of
the Company. The stabilisation package negotiated includes
stabilisation aid and loans totalling up to EUR 9Qbn.

OVERVIEW STABILISATION MEASURES

in€b
€9.0b
l ® 1.0 Syndicated KfW loan
Debt - 2.0 State-guaranteed loans CH, AT, BE
l ® 1.0 Silent Participation Il
r 4.5 Silent Participation |
® 0.2 Grants and profit participation
) rights AT, BE
Equity

0.3 Direct equity

The WSF provides financing in the form of silent participa-
tions totalling up to EUR 5.7bn in the assets of Deutsche
Lufthansa AG. Of this amount, approximately EUR 4.7bn
(known as Silent Participation I} is classified as equity under
IFRS regulations. In this amount, Silent Participation | is
unlimited in time and can be terminated by the Company in
whole orin part. The equity and grant-based stabilisation
funds in Belgium and Austria amounting to EUR 153m reduced
the maximum amount available to EUR 4.5bn. The remuner-
ation on Silent Participation | is 4% p.a. for 2020 and 2021.
In subsequent years, the remuneration will increase up to
9.5% p.a. from 2027. Silent Participation | was not utilised in
the reporting year.

WSF is making a further EUR 1.0bn available to Deutsche
Lufthansa AG as Silent Participation Il. This participation
has a term of up to six years at the same remuneration as
Silent Participation | and is classified as a liability within the
meaning of IFRS regulations.
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The WSF subscribed to shares by way of a capital increase
and built up a 20% stake in the issued capital of Deutsche
Lufthansa AG. The subscription price was EUR 2.56 per share,
so the cash contribution came to around EUR 306m. The
WSF may also increase its share in the issued capital to 25%
plus one share in the event of a takeover of the Company

by converting part of Silent Participation Il

In addition, in the event of non-payment of remuneration by
the Company, a further portion of Silent Participation Il is to
be convertible into a further shareholding of 5% of the issued
capital at the earliest from 2024 and 2026, respectively. The
second conversion option, however, only applies to the extent
that the WSF has not previously increased its shareholding

in connection with the above-mentioned takeover case.
Conversion should also be possible for dilution protection.

Subject to the full repayment of the silent participations by
the Company and a minimum sale price of EUR 2.56 per share
plus an annual increase in value of 12%, the WSF undertakes
to sell its shareholding in full at the market price by 31 Decem-
ber 2023. The obligation shall continue after this date in
the event of full repayment of the Silent Participation, if the
shareholding has not yet been disposed of in full.

Finally, the stabilisation measures are supplemented by a
syndicated credit facility of EUR 1bn with the participation of
KfW and private banks with a term of three years. The shares
in Austrian and Maltese aircraft leasing companies, which
operate a total of 323 aircraft in the Group, were pledged as
collateral.

Conditions relate in particular to the waiver of future dividend
payments and restrictions on management remuneration
and on acquisitions. In addition, two seats on the Supervisory
Board were filled in agreement with the German government,
one of whom became a member of the Audit Committee.
Except in the event of a takeover, the WSF undertakes not
to exercise its voting rights at the Annual General Meeting

in connection with the usual resolutions of ordinary Annual
General Meetings.

Additional commitments made by the Federal Republic of
Germany to the European Commission oblige the Group to
station up to four aircraft at both its Frankfurt and Munich
airports, and to transfer up to 24 take-off and landing rights
(slots) to a competitor - meaning three take-off and three
landing rights per aircraft per day. No slot transfers took place
in this context in the reporting year.

With the governments of Switzerland, Austria and Belgium,
the Lufthansa Group approved aid packages totalling
EUR 2.2bn; this sum will be offset against the stabilisation
measures agreed with the WSF as well as with KfW and
private banks. All packages include certain site-specific
agreements.
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The Swiss federal government guaranteed credit lines of
CHF 1.5bn (approximately EUR 1.4bn) for the two Swiss
airlines in the Lufthansa Group, SWISS and Edelweiss. The
shares in the Swiss companies concerned were pledged
as security for the loans. Deutsche Lufthansa AG also con-
tributed through a subordinated loan of CHF 500m.

The Austrian federal government and the Lufthansa Group
reached an agreement on a coronavirus aid package worth
EUR 600m for Austrian Airlines. In this context, the govern-
ment is guaranteeing bank loans of up to EUR 300m. The loan
is secured by rights of lien on a total of 38 aircraft. A sub-
ordinated loan of EUR 150m was also granted, which is not
repayable if certain conditions are met. The conditions for
corresponding recognition in profit or loss have since been
met. Deutsche Lufthansa AG participated with an equity
contribution of EUR 150m.

The Belgian government and the Lufthansa Group have
concluded an agreement on a EUR 287m loan from the
Belgian state to Brussels Airlines and a EUR 3m participation
certificate, which will be supplemented by an equity contri-
bution of EUR 170m from Deutsche Lufthansa AG. The loan
is collateralised by the shares of Deutsche Lufthansa AG in
Brussels Airlines.

Stabilisation measures and external financing

guarantee liquidity

By the end of the reporting year, the Lufthansa Group
companies had utilised a total of EUR 3.3bn from the
stabilisation measures. As a result, the Lufthansa Group had
further not needed stabilisation measures of EUR 5.7bn at
its disposal as of 31 December 2020, which it has not yet
drawn on.

In Germany, Silent Participation Il was made by the WSF

in the amount of EUR 1,000m and a further EUR 1,000m of
the KfW syndicated loan was drawn down. The latter was
repaid in February 2021. 7 Events after the reporting period,
p. 37f. A further EUR 306m was received from the WSF from
the capital increase. In Austria, the hybrid loan from the Aus-
trian Treasury of EUR 150m and a syndicated loan totalling
EUR 300m were disbursed. The conditions for the waiver of
repayment of the hybrid loan provided for in the agreement
have been fulfilled in the meantime. In Switzerland, CHF 475m
(EUR 438m) of the credit line guaranteed by the Swiss fed-
eral government has been drawn down so far. In Belgium,
EUR 130m of the credit facility agreed with the Belgian
government and the participation certificate of EUR 3m
were disbursed.
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In addition, the LSG group and Lufthansa Technik received
payments totalling USD 244m in the USA under the Corona-
virus Aid, Relief and Economic Security Act (CARES), partly
as loans and partly as grants.

In addition to government stabilisation measures, the main
external financial instruments included aircraft financing
vehicles and unsecured funding, such as borrower’s note
loans and traded bonds. Furthermore, the Lufthansa Group
has bilateral credit lines with a large number of banks. As

of 31 December 2020, these credit lines came to EUR 763m
(previous year: EUR 774m) and, in contrast to the previous
year, were fully utilised.

In 2020, a total of nine aircraft financing vehicles and
borrower’s note loans secured by aircraft were concluded for
four Airbus A350s and three aircraft from the A320 family.
This enabled funds amounting to a total of EUR 425m to be
raised. These financing deals are repaid continuously over
the approximately five to twelve-year term of the respective
contracts.

In November 2020, the Lufthansa Group issued a convertible
bond with a total volume of EUR 600m. The bond issue, with
a denomination of EUR 100,000, bears interest at 2.0% per
annum. The issue was oversubscribed by more than six times.
Unless previously converted, the bonds will be redeemed

at their nominal value on 17 November 2025. Investors also
have the option of converting the bond into new and/or
existing registered shares of Lufthansa AG. The initial con-
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version price was set at EUR 12.96, which corresponds to
a conversion premium of 40.0% above the reference share
price of EUR 9.2545.

The EMTN programme (Euro Medium Term Note Programme
or Debt Issuance Programme) was renewed in November
2020. The programme enables the Group to issue bonds on
the capital market at very short notice. It is listed on the
Luxembourg stock exchange.

In November 2020, the Lufthansa Group made use of the
favourable conditions on capital markets to issue a EUR 1on
bond under the EMTN programme. The bond matures on
29 May 2026 and pays interest of 3.0% per annum. The issue
was oversubscribed by around four times.

The terms of both bonds underline the great confidence
enjoyed by the Lufthansa Group, also as a borrower.

In November 2020, Deutsche Lufthansa AG also decided not
to exercise the first right to call its EUR 500m hybrid bond,
which matures on 12 August 2075 and carries an interest rate
of 5.125%. The right of termination can be exercised again
as of 12 February 2026. Furthermore, the coupon will be reset
on 12 February 2021.

In financial year 2020, the Lufthansa Group concluded or
extended several short-term borrower’s note loans for some
EUR 400m, issued money market paper for EUR 350m and
commercial paper for EUR 385m.

MATURITY PROFILE OF BORROWINGS
as of 31 Dec 2020 in €m

3,000
2,500
2000 I Other?

State aid?

m Aircraft finance

1,500 (secured)

Credit lines
1,000 ® Commercial paper

I ® Borrower’s note loans
500 = Hybrid bond
I Convertible bond
0 I I Straight bond

2021 2022 2023 2024 2025

2026 2027 2028

Y Mainly bilateral loans; does not include operating lease payments.

2 Predominantly repayment of EUR 1bn KfW in 2023 and scheduled repay EUR 300m Austrian state aid,

CHF 475m Swiss state aid and EUR 130m Belgian state aid.
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There were no significant off-balance sheet financing
activities in the reporting year.

This funding is essentially offset by the scheduled repay-
ment of five borrower’s note loans and short-term funding
(EUR 782m), as well as the repayment of aircraft financing
and leasing (EUR 893m).

Interest and dividend payments came to EUR 244m (previous
year: EUR 592).

The balance of financing activities resulted in a net cash
inflow of EUR 5,076m (previous year: outflow of EUR 161m).
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Liquidity

Available liquidity of EUR 10.6bn

Liquidity (total of cash and current securities) rose year-on-
year by 61% to EUR 5,458m, especially due to payments
from the stabilisation packages and measures to increase
liquidity (previous year: EUR 3,385m). Of this amount,
EUR 4,330m was available centrally and a further EUR 639m
at the foreign Group airlines as of the reporting date. Another
EUR 489m was held largely by other Group companies.

As of 31 December 2020, EUR 5,657bn of the government
stabilisation funding and loans had not yet been utilised from
a Group perspective. As of year-end 2020, the Company
therefore had around EUR 10.6bn of available liquidity, both
centrally and in the foreign Group airlines.

ABBREVIATED CASH FLOW STATEMENT OF THE LUFTHANSA GROUP

2020 2019 Change
in €m in€m in %
Profit/loss before income taxes -8,631 1,860
Depreciation and amortisation/reversals 4,552 2,837 60
Net proceeds on disposal of non-current assets 9 20 -55
Net interest/result from equity investments 598 147 307
Income tax payments 81 -1,009
Significant non-cash expenses/income 212 -134
Change in trade working capital -683 490
Change in other assets and liabilities 1,534 -181
Cash flow from operating activities -2,328 4,030
Investments and additions to repairable spare parts -1,036 -3,897 -73
Purchase/disposal of shares/non-current assets -49 136
Dividends and interest received 123 313 -61
Net cash from/used in investing activities -962 -3,448 -72
Free cash flow -3,290 582
Purchase/disposal of securities/fund investments -1,380 -419 229
Capital increase 306 - -
Transactions with minority interests - 1 -100
Non-current borrowing and repayment of non-current borrowing 5,014 430 1,066
Dividends paid -21 -414 -95
Interest paid =203 -178 25
Net cash from/used in financing activities 5,076 -161
Changes due to currency translation differences =8 -5 560
Cash and cash equivalents as of 1 Jan 1,431 1,434 0
Cash and cash equivalents as of 31 Dec 1,804 1,431 26
Less cash and cash equivalents from companies held for sale as of 31 Dec = 16
Cash and cash equivalents from companies not cassified as held for sale as of 31 Dec 1,804 1,415 27
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NET ASSETS

The Group's total assets as of 31 December 2020 decreased
by 7% on year-end 2019 to EUR 39,484m (31 December
2019: EUR 42,659m).

Non-current assets were down by 6% at EUR 29,444m

(31 December 2019: EUR 31,374m). This accounts for 75% of
total assets (31 December 2019: 74%). Current assets fell
by 11% to EUR 10,040m (31 December 2019: EUR 11,285m).
Their share of total assets was 25% (31 December 2019: 26%).

Shareholders’ equity declined by 86% to EUR 1,387m

(31 December 2019: EUR 10,256m). Altogether, non-current
funding accounted for 63% of total assets, unchanged from
the previous year. Non-current financing covered 84% of
non-current assets (31 December 2019: 85%). Current funding
was unchanged at 37% of total assets.

Assets

Non-current assets down by 6%

Non-current assets fell by 6% year-on-year to EUR 29,444m
(31 December 2019: EUR 31,374m). The change was essen-
tially due to write-downs on non-current assets and the decline
in the market values of hedging instruments, which were
partly offset by the increase in deferred income tax assets.

Current assets down 11% year-on-year

Current assets fell by 11% to EUR 10,040m (31 December
2019: EUR 11,285m). The decline in current trade and other
receivables as well as inventories resulting from the effects
of the crisis was partially offset by the increase in cash and
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cash equivalents, including current securities, resulting from
net borrowing and cash inflows recognised directly in equity.

Assets held for sale of EUR 134m mainly related to 40 aircraft
held for sale. In the previous year, the assets of the disposal
group of the companies of LSG group’s European business
represented the majority of the assets held for sale. These
assets were derecognised with the completion of the disposal
in December 2020.

Shareholders’ equity and liabilities

Shareholders’ equity down by 86%; equity ratio

down to 3.5%

Shareholders’ equity fell by 86% on year-end 2019 to

EUR 1,387m (31 December 2019: EUR 10,256m), primarily
because of the net loss and the negative valuation effects for
pensions and derivatives recognised directly in equity, partly
offset by the capital increase of EUR 306m from the WSF.

The equity ratio fell by 20.5 percentage points compared with
year-end 2019 to 3.5% (31 December 2019: 24.0%).

DEVELOPMENT OF EARNINGS, EQUITY, EQUITY RATIO
AND RETURN ON EQUITY

2020 2019 2018 2017 2016
Profit/loss after
income taxes” €m -6,766 1,245 2,196 2,374 1,803
Equity? €m 1,387 10,256 9,573 9,110 7,149
Equity ratio? % 3.5 24.0 25.1 25.5 20.6
Return on equity? % -487.8 12.1 22.9 26.1 25.2

Y Including minority interests.

ASSETS in €m

39,484

BALANCE SHEET STRUCTURE

in %

SHAREHOLDERS' EQUITY AND LIABILITIES in €m

39,484

Assets 42,659 €m

\
Aircraft and reserve engines 43.0 -29

Other non-current assets 30.5 +4.0 34.5

|

Liquid funds and securities 8.0

+5.8 F 13.8
09 [|— ne

2020

Other current assets 18.5
2019

Shareholders’ equity and liabilities 42,659 €m
|
Shareholders’ equity 24.0 -205m— 35
Non-current liabilities 38.5 +20.9 59.4
Current liabilities 37.5 -0.4 371
2019 2020
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Non-current liabilities and provisions up by 43%
Non-current provisions and liabilities were up by 43% to
EUR 23,438m (31 December 2019: EUR 16,417m), due par-
ticularly to the increase in borrowings and pension liabilities.

Non-current borrowing of EUR 12,252m was 46% higher than
at year-end 2019 (31 December 2019: EUR 8,396m). The
increase stemmed mainly from utilising the loans from the
state stabilisation packages (including fees) in the amount
of EUR 2,935m as well as other central borrowings in the
amount of EUR 3,773m. 7 Financing, p. 43ff.

Pension liabilities rose by 43% to EUR 9,531m (31 December
2019: EUR 6,659m), largely due to the decrease in the inter-
est rate of 0.6 percentage points to 0.8% which was used to
discount pension obligations and the negative performance
of plan assets.

Current liabilities and provisions down by 8%

Current provisions and liabilities were down by 8% year-on-
year to EUR 14,659m (31 December 2019: EUR 15,986m),
primarily due to the decrease in liabilities from unused flight
tickets and trade payables, offset by the increase in current
borrowings and derivative financial instruments.

Liabilities in connection with assets held for sale in the
previous year related to the disposal group for the European
catering companies, which have since been disposed of.
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Net indebtedness up by 49% on the previous year
Net indebtedness of EUR 9,922m was 49% higher than at
year-end 2019 (31 December 2019: EUR 6,662m).

Adjusted net debt, the sum of net indebtedness and pension
provisions less 50% of the hybrid bond issued in 2015, was
up by 47% on the end of 2019 to EUR 19,206m (31 December
2019: EUR 13,074m).

CALCULATION OF NET INDEBTEDNESS

2020 2019 Change
in€m in€m in %
Liabilities to banks 4,938 2,110 134
Bonds 2,907 1,094 166
Lease liabilities (IFRS 16)" 2,291 2,386 -4
Other non-current borrowing 5,232 4,440 18
15,368 10,030 53
Other bank borrowing 14 17 -18
Group indebtedness 15,382 10,047 53
Cash and cash equivalents 1,806 1,415 28
Securities 3,654 1,970 85
Net indebtedness 9,922 6,662 49
Pension provisions 9,531 6,659 43
Net indebtedness
and pensions 19,453 13,321 46

" Without former financial lease liabilities in accordance with IAS 17 which are
included in other non-current borrowing.
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Comparison with original forecast and overall statement
by the Executive Board on the economic position

Revenue and Adjusted EBIT at the Lufthansa Group declined significantly due
to the crisis, in line with the original forecast. | Lufthansa Cargo posts record
result. | Main KPls develop in line with forecasts.

COMPARISON WITH ORIGINAL
FORECAST

Revenue and Adjusted EBIT at the Lufthansa Group
declined significantly in line with forecast

The Lufthansa Group prepared and announced its guidance
for the 2020 financial year with the publication of the Annual
Report 2019 on 19 March 2020 - at the beginning of the
coronavirus crisis. The uncertainty concerning the course of
the pandemic, the imposition of travel restrictions and the
impact of the pandemic on customer confidence and demand
for air travel meant that it was not possible to provide a
detailed forecast for 2020. This did not change in the course
of 2020.

In March, the Lufthansa Group forecast a significant decline
in revenue and Adjusted EBIT for financial year 2020 com-
pared with the previous year. This forecast was confirmed,
with a 63% decline in revenue and a decrease in Adjusted
EBIT to EUR -5,451m (previous year: EUR 2,026m).

The Lufthansa Group expected a decline in capacity, measured
in available seat-kilometres, compared with the previous
year. This was also confirmed, with a 69% decline in the ratio.

Lufthansa Cargo achieves revised forecast for

Adjusted EBIT margin

At the time of publication of the Annual Report 2019, the
Lufthansa Group did not expect developments in the indi-
vidual business segments - Network Airlines, Eurowings,
Logistics, MRO, Catering and Additional Businesses and
Group Functions - to deviate from the forecast for the Group
as a whole.

With the publication of the 1st Interim Report 2020, the
Lufthansa Group adjusted its forecast for the Logistics seg-
ment. Due to significantly higher average yields compared
with the previous year as a result of the elimination of belly
capacities in passenger aircraft, the Lufthansa Group was
now forecasting a higher Adjusted EBIT margin than in the
previous year. With the publication of the 3rd Interim Report
2020, the forecast was once again refined due to the positive
development of the result. Since then, the Lufthansa Group
has expected a double-digit Adjusted EBIT margin for the
Logistics segment. This forecast was confirmed, with an
Adjusted EBIT margin of 28.0%.

Main KPIs of the Lufthansa Group are developing

in line with forecasts

The Lufthansa Group forecast a significant decline in capital
expenditure and Adjusted free cash flow for financial year
2020 compared with the previous year. These forecasts were
confirmed by a 64% decline in gross capital expenditure
and a decrease in adjusted free cash flow to EUR -3,669m
(previous year: EUR 203m).

The Lufthansa Group expected an increase in debt compared
with the previous year. This was also confirmed, with a 49%
increase in net indebtedness. The Lufthansa Group expected
the ratio of net indebtedness, including the effect of pension
provisions, to Adjusted EBITDA to increase compared with
the previous year. Because of the decline in EBITDA, this key
figure was not meaningful at the end of the year.

The forecast of a significant decline in Adjusted ROCE was
confirmed. This key figure was down 23.3 percentage points
year-on-year.
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Forecast for specific carbon emissions was not achieved
The Lufthansa Group expected a decrease in specific carbon
emissions compared with the previous year. With an increase
in carbon emissions per passenger-kilometre of 14%, this
forecast was not achieved. This was caused by the fall in the
passenger load factor due to the pandemic and the many
changes to the route network, with comparatively more
short-haul and fewer long-haul flights.

DEVELOPMENT OF SIGNIFICANT KPIS

Result  Forecast for Result
2019 20207 2020
Revenue significantly
below
€m 36,424 previous year 13,589
Adjusted EBIT significantly
below
€m 2,026  previous year -5,451
Available below
seat-kilometres million 359,567  previous year 109,828
Capital expenditure significantly
(gross) below
£€m 3,559  previous year 1,273
Adjusted below
free cash flow €m 203  previous year -3,669
Net indebtedness above
€m 6,662  previous year 9,922
Adjusted net debt/ above not
Adjusted EBITDA 2.8  previous year meaningful
Adjusted ROCE significantly
below
% 6.6 previous year -16.7
Specific below
CO, emissions grammes Q2.2 previous year 105.2

" As stated in the Annual Report 2019.

OVERALL STATEMENT BY
THE EXECUTIVE BOARD ON
THE ECONOMIC POSITION

2020 was an exceptionally demanding year for the Lufthansa
Group. This year was defined by the outbreak of the corona-
virus pandemic, which had a significant impact on the
course of business and the economic development of the
Lufthansa Group.

Decreased demand due to international travel restrictions
resulted in a 63% drop in revenue and an Adjusted EBIT of
EUR -5,451m in the reporting year. Lufthansa Cargo was
the only carrier to achieve a positive result, ultimately the
highest in the company’s history, due to the significant
decline in capacity in the market and the corresponding
increase in average yields.

In response to the challenges posed by the coronavirus,

a variety of measures were initiated in the reporting year to
reduce costs and decrease cash outflows. The state stabili-
sation package of up to EUR 9bn was agreed to secure the
Company’s solvency. The Company’s liquidity has developed
more favourably than expected since the stabilisation meas-
ures were agreed, although the market environment became
gloomier again from the autumn onwards, contrary to the
original expectation.

The Group has introduced the ReNew restructuring programme
in response to the changes in the airline industry caused by
the crisis. Key measures have already been implemented,
including the renewal and reduction in the size of the fleet by
150 aircraft and the elimination of around 27,000 full-time
equivalents as things currently stand.

The Executive Board is confident that the continued imple-
mentation of the restructuring programme and the realignment
will enable the Lufthansa Group to emerge from this crisis
stronger than its competitors and to maintain and further
expand its position as one of Europe’s leading airline groups.
However, the consequences of the crisis will continue to
impact the entire industry for a long time. 7 Forecast, p. 118ff.
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Network Airlines business segment

The Network Airlines segment comprises Lufthansa German Airlines, SWISS,
Austrian Airlines and Brussels Airlines. | Focus on reducing costs and ensuring
liquidity. | Earnings significantly affected by coronavirus pandemic.

KEY FIGURES NETWORK AIRLINES

2020 2019" Change
in %
Revenue €m 6,622 25,078 -74
of which
traffic revenue €m 5,488 23,055 -76
Adjusted EBITDA €m -2,860 3,703
Adjusted EBIT €m -4,674 1,776
EBIT €m -6,099 1,724
Adjusted
EBIT margin % -70.6 7.1 -77.7 pts
Adjusted ROCE % -27.9 10.9 -38.8 pts
EACC €m -5,102 781
Segment capital
expenditure €m 958 2,738 -65
Employees
as of 31 Dec number 57,363 60,913 -6
Average number
of employees number 59,191 60,594 -2

" Previous year's figures have been adjusted.

Business activities

Network Airlines offer their customers a high-quality
product

The Network Airlines segment comprises Lufthansa German
Airlines, SWISS, Austrian Airlines and Brussels Airlines. The
airlines offer their customers a premium experience, with
high-quality products and services. The multi-hub strategy
offers passengers a comprehensive route network along with
the greatest possible flexibility for their journey.

Since the beginning of the 2020 fiscal year, Germanwings
(whose passenger flight operations have since been discon-
tinued), the Eurowings long-haul business, and Brussels
Airlines (which will be more highly integrated in the Network
Airlines group from now on) have been managed by the
Network Airlines and have therefore been allocated to this
segment.

Commercial joint ventures with leading international airlines
continue to make connections more attractive for customers,
partly by adding new destinations to the route network.
Commercial joint ventures exist with United Airlines and
Air Canada on routes between Europe and North America,
and with All Nippon Airways (ANA), Singapore Airlines and
Air China on routes between Europe and Japan as well as
Singapore and China respectively. In addition, numerous
code-share agreements exist.

At the beginning of the financial year, the line maintenance
business of Lufthansa Technik was transferred to Deutsche
Lufthansa AG. It will now carry out the work itself and is
incorporated in the Network Airlines business segment.

The previous year’s figures were taken into account to reflect
these changes in the composition of the segment.

Course of business
and operating performance

Course of business significantly affected by

the coronavirus pandemic

The performance of the Network Airlines was largely deter-
mined by the effects of the coronavirus pandemic over

the course of the 2020 financial year. Flight capacity was
significantly reduced as soon as the crisis broke out, and a
large part of the fleet was temporarily retired. At times, the
Network Airlines only operated a minimum flight programme.
Austrian Airlines and Brussels Airlines completely suspended
flight operations between 18 and 21 March respectively and
14 June 2020.
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All Network Airlines carried out numerous repatriation flights
on behalf of their governments to fly travellers home from

all over the world - sometimes even while their regular flight
operations were suspended. Passenger aircraft were also
used for cargo flights in order to transport urgently needed
medical equipment.

After the flight programme had been gradually expanded
again starting in June 2020, international air traffic dwindled
beginning in September 2020 with the end of the summer
travel period, rising infection figures and increasing travel
restrictions. Available capacity was reduced again towards the
end of the reporting period in line with changes in demand.
At year-end, it was at around 25% of last year's level.

Focus on reducing costs and ensuring liquidity

As a result of the coronavirus crisis, restructuring programmes
and methods to reduce costs, secure liquidity and increase
profitability are being implemented by the Network Airlines.
In addition to the consistent reduction in operating costs

- partly by reducing the fleet - key levers include the intro-
duction of short-time work as well as adjustments to the
number of employees at the airlines and in administration,
in line with future demand.

Network Airlines fleet to be scaled back and
continuously modernised

As a result of the coronavirus outbreak, the Network Airlines
fleet will be reduced. Among other things, this will entail the
early retirement of long-haul aircraft that are older or less
efficient than the rest of the fleet. This comprises the entire
Airbus A380 and A340-600 sub-fleets, which will be trans-
ferred to long-term parking mode or definitively decommis-
sioned.

At the same time, the fleet will continue to be modernised.
Deploying modern aircraft models reduces costs, fuel con-
sumption, and CO, and noise emissions. Furthermore, the
standardisation of the fleet and the reduction in the number
of aircraft types also reduces complexity, which then results
in further cost savings. 7 Fleet, p. 25f.
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Safety and health of passengers has top priority

The health and safety of passengers and employees has

the highest priority for the Network Airlines. This means that
all processes throughout the travel chain are continuously
reviewed to ensure passenger safety. A key aspect of the
hygiene concept is the mandatory wearing of face masks
throughout the flight, from boarding to disembarking.

Lufthansa German Airlines and Austrian Airlines carried out a
pilot project to use rapid antigen tests on all passengers on
selected flights between Munich and Hamburg and between
Vienna and Hamburg. Boarding passes were only activated
and access to the gate provided once a negative result was
obtained. If corresponding international agreements are
reached, this could in future enable international travel with-
out the need for mandatory quarantine periods.

Customers are offered a high degree of flexibility

In order to give their customers maximum flexibility during
the coronavirus crisis, the Network Airlines are offering many
rebooking options. Refunds for flights that were cancelled
due to the pandemic were paid significantly faster as the
year progressed.

The Network Airlines also guarantee that its passengers
will have a return flight on all European routes irrespective
of the fare booked, thereby providing additional security. In
addition, passengers have the option of including additional
coronavirus insurance services in their existing insurance
packages. These include coverage of medical costs or a
compensation allowance in the event that they are obliged to
stay in quarantine. Potential medical emergency repatriation
can also be covered.

Service optimisation on the ground and in the air

In accordance with customer needs, the Network Airlines are
focusing on the “New Premium” strategic vision to optimise
their products and services along the entire travel chain. In the
reporting year, customer-focused activities were restricted
due to the outbreak of the coronavirus. The emphasis was
initially on steps to improve health and safety and make flight
bookings more flexible. However, additional product devel-
opments and innovative services were also driven forward.
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TRENDS IN TRAFFIC REGIONS
Network Airlines

Net traffic revenue Number of Available Revenue Passenger

external revenue passengers seat-kilometres seat-kilometres load factor
2020 Change 2020 Change 2020 Change 2020 Change 2020 Change
in€m in% inthousands in% in millions in % in millions in % in% in pts
Europe 2,116 -75 22,988 -74 32,049 -67 20,117 -74 62.8 -15.1
America 1,385 -80 2,810 -79 36,172 -70 21,869 -79 60.5 -24.9
Asia/Pacific 695 -81 1,424 -81 18,696 -74 11,524 -81 61.6 -23.6

Middle East/

Africa 554 -72 1,897 -74 12,651 -65 8,451 -71 66.8 -13.9
Not assignable 738 -61 - - - - - - - -
Total traffics 5,488 -76 29,119 -75 99,568 -69 61,961 =77 62.2 -20.4

For example, Lufthansa German Airlines and SWISS have
been using the biometric face recognition Star Alliance
Biometrics at check-in for selected flights since November
2020. Special infrastructure was set up at the hubs in Frank-
furt and Munich, which increases service quality at both sites.
Miles & More customers who agree to take part in Biometrics
can enjoy contactless access to the safety checks and
boarding gates without removing their face masks, which
also represents an important contribution to health and
safety during the coronavirus pandemic.

Traffic severely affected by the coronavirus pandemic
Traffic at the Network Airlines declined in the 2020 financial
year due to the outbreak of the coronavirus. The Network
Airlines carried 29 million passengers, which is a decline of
75% year-on-year (previous year: 118 million). Capacity in the
reporting year was down by 69% compared with the previous
year, and the number of flights was reduced by 67%. Sales
fell by 77%. The passenger load factor was 20.4 percentage
points lower than the previous year's level, at 62.2% (previous
year: 82.6%). After adjustment for exchange rates, yields
contracted by 2.9% due to the crisis. Traffic revenue declined
by 76% to EUR 5,488m due to the lower traffic (previous year:
EUR 23,055m). The picture was similar in all traffic regions.

TRAFFIC FIGURES NETWORK AIRLINES

2020 2019" Change
in %
Flights number 310,023 945,621 -67
Passengers thousands 29,119 118,328 -75
Available
seat-kilometres millions 99,568 326,420 -69
Revenue
seat-kilometres millions 61,961 269,578 -77
Passenger load
factor % 62.2 82.6 -20.4 pts

" Previous year’s figures have been adjusted.

Revenue and earnings development

Revenue down year-on-year by 74% due to the crisis
Revenue in the Network Airlines business segment fell

by 74% year-on-year to EUR 6,622m due to lower traffic
figures (previous year: EUR 25,078m). Operating income
of EUR 7,616m was 71% down on the year (previous year:
EUR 26,092m). Constant currency unit revenues (RASK) fell
by 9.1% due to the lower load factors and lower yields.

OPERATING FIGURES NETWORK AIRLINES?

2020 20197 Change  Exchange-
rate adjusted
change
in € cent in € cent in % in %
Yields 7.7 7.9 -2.4 -2.9
Unit revenue
(RASK) 7.2 7.8 -8.2 -9.1
Unit cost (CASK)
without fuel
and emissions
trading expenses 10.3 5.5 86.4 85.4

" Previous year’s figures have been adjusted.

Expenses reduced by 50%

Operating expenses in the Network Airlines business seg-
ment fell by 50% to EUR 12,258m due to lower volumes
and structural measures taken (previous year: EUR 24,362m).
By contrast, constant currency unit costs (CASK) without
fuel and emissions trading expenses rose by 85.4%. The sig-
nificant reduction in available capacity could not be matched
in full by corresponding cuts in costs.
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OPERATING EXPENSES NETWORK AIRLINES

2020 20194 Change

in€m in€m in%

Cost of materials and services 5,101 13,843 -63

of which fuel 1,570 5,847 -73

of which fees 1,316 3,613 -64

of which charter 143 346 -59

of which MRO services 1,126 1,820 -38

Staff costs? 3,340 4,801 -30
Depreciation and

amortisation? 1,814 1,927 -6

Other operating expenses® 2,003 3,791 -47

Total operating expenses 12,258 24,362 -50

" Without past service costs/settlement.

2 Without impairment losses.

3 Without book losses.

4 Previous year's figures have been adjusted.

The cost of materials and services was 63% down on the
previous year at EUR 5,101m (previous year: EUR 13,843m).
At the same time, fuel costs sank by 73% to EUR 1,570m
(previous year: EUR 5,847m). Expenses for fees and charges
declined by 64% to EUR 1,316m (previous year: EUR 3,613m).

Staff costs fell by 30% to EUR 3,340m (previous year:
EUR 4,801m), with a 2% reduction in the average number of
employees. The introduction of short-time working and cost
cuts based on crisis agreements with various trade unions
played a role in this. # Employees, p. 28ff.

Depreciation and amortisation fell by 6% to EUR 1,814m
(previous year: EUR 1,927m).

Other operating expenses went down by 47% to EUR 2,003m
(previous year: EUR 3,791m).

Adjusted EBIT down to EUR -4,674m as a result of the
coronavirus pandemic

Adjusted EBIT fell accordingly to EUR -4,674m (previous year:
EUR1,776m). The Adjusted EBIT margin fell by 77.7 percentage
points to -70.6% (previous year: 7.1%).

EBIT decreased to EUR -6,099m (previous year: EUR 1,724m).
The difference to Adjusted EBIT stems mainly from write-

downs of EUR 1,385m on the fleet. # Earnings position, p. 38ff.
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NETWORK AIRLINES:
DEVELOPMENT OF REVENUE, ADJUSTED EBIT in €m
AND ADJUSTED EBIT MARGIN in %

. Ad JEBIT ADJUSTED EBIT 2020
evenue M Adjuste
-e- Adjusted EBIT margin - 4,674
21,864 23,317 22,549 25,078 6,622
\
71 9.8 10.8 71
1585 2296 [ 12429 | 177
-70.6
2016 2017 2018 2019 2020

Segment investment down 65% on the year

Segment capital expenditure fell in the reporting year by
65% to EUR 958m, mainly due to the restructuring of pay-
ment plans for capital expenditure on aircraft (previous year:
EUR 2,738m).

LUFTHANSA GERMAN AIRLINES

KEY FIGURES LUFTHANSA GERMAN AIRLINES?

2020 20192 Change
in %

Revenue €m 4,104 16,634 -75
Adjusted EBITDA €m -2,297 2,450
Adjusted EBIT €m -3,386 1,227
EBIT €m -4,702 1,168
Adjusted
EBIT margin % -82.5 7.4 -89.9 pts
Employees
as of 31 Dec number 37,741 39,582 -5
Average number
of employees number 38,670 39,381 -2
Flights number 192,216 565,703 -66
Passengers thousands 17,996 72,470 -75
Available
seat-kilometres millions 64,480 212,948 -70
Revenue
seat-kilometres millions 40,064 175,762 -77
Passenger
load factor % 62.1 82.5 -20.4 pts

" Including regional partners.
2 Previous year's figures have been adjusted.
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Lufthansa German Airlines is the largest airline in Germany.
It has hubs at the two biggest German airports in Frankfurt
and Munich and offers its customers a premium product
with transfer connections to the entire world. The regional
airlines Lufthansa CityLine and Air Dolomiti are also part of
Lufthansa German Airlines. Since early 2020, Germanwings,
whose passenger flight operations have since been discon-
tinued, and the Eurowings long-haul business have been
managed by Lufthansa German Airlines.

Lufthansa German Airlines fleet to be reduced

and restructured

Lufthansa German Airlines has decided to significantly
scale back its fleet as a result of the coronavirus pandemic.
In particular, this entails the retirement of larger four-engine
aircraft, which are less fuel-efficient.

Six Airbus A380s, five Boeing 747-400s and seven A340-
600s were withdrawn from service on long-haul routes. The
remaining eight A380s and ten A340-600s were transferred
to long-term parking mode and decommissioned. In the short-
haul network, five A319s and eleven A320s were retired, and
right-of-use assets for another nine A319s and two A330s
were written off. 7 Fleet, p. 25f.

Steps to increase efficiency are being implemented
Lufthansa German Airlines has implemented extensive
measures to strengthen its cost position. In addition to
reducing the fleet, further expenses were quickly trimmed

to a level that is absolutely necessary for operation. Staff
expenses, which are one of the largest cost items at Lufthansa
German Airlines, were reduced significantly through the
introduction of short-time working and crisis agreements
with the trade unions. # Employees, p. 28ff.

Passenger flight operations at Germanwings were also
discontinued in the course of the year as part of the harmo-
nisation of flight operations.

Successful start for the Lufthansa New Tomorrow
restructuring programme

Lufthansa German Airlines has implemented the Lufthansa
New Tomorrow restructuring programme in response to the
coronavirus crisis. Alongside short-term cost-cutting meas-
ures to immediately improve liquidity, long-term structural
changes are being put into place. The focus is on measures
to reduce staff costs (negotiation of crisis contributions, vol-
unteer programmes) and make savings in MRO (cancellation
of external services) and ground operations (expansion of
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automation and flexible working time models), as well as

in IT and infrastructure. In addition, the ground and in-flight
products (introduction of a new in-flight sales concept)
are be adapted to the requirements of the current market
environment and new approaches devised to generate addi-
tional income.

Lufthansa German Airlines honoured for safety

and innovation

Instead of handing out its prestigious World Airline Awards,
Skytrax provided “Covid-19 Airline Safety Ratings” during
the reporting year. Lufthansa German Airlines was one of the
first airlines worldwide to receive a 4-star rating.

Lufthansa German Airlines was also voted “Europe’s Leading
Airline 2020" at the World Travel Awards. Lufthansa German
Airlines also won the German Innovation Prize in the category
Future Digital Inflight Experience.

Passenger numbers and load factor severely affected

by the coronavirus pandemic

As a result of the coronavirus pandemic, Lufthansa German
Airlines barely carried 18 million passengers, a year-on-year
decline of 75% (previous year: 72 million). Capacity was
reduced by 70% year-on-year and sales fell by 77%. The pas-
senger load factor was 20.4 percentage points lower than
the previous year's level, at 62.1% (previous year: 82.5).
Yields fell by 4.9% after adjusting for exchange rates. Traffic
revenue developed significantly negative and declined by
77% to EUR 3,465m (previous year: EUR 15,169m).

Revenue and earnings weaker due to crisis

Revenue at Lufthansa German Airlines fell year-on-year

by 75% to EUR 4,104m in the reporting year (previous year:
EUR 16,634). Operating income went down by 73% to
EUR 4,709m (previous year: EUR 17,304m).

Operating expenses of EUR 8,063m were 50% down on the
year (previous year: EUR 16,122m), primarily as a result of the
volume-related decline in the cost of fuel by 74%; the fees
and charges, which were lower by 65%; and the staff costs,
which were down by 30%.

Adjusted EBIT fell accordingly to EUR -3,386 (previous

year: EUR 1,227). The Adjusted EBIT margin therefore fell by
89.9 percentage points to -82.5% (previous year: 7.4%). EBIT
decreased to EUR -4,702m (previous year: EUR 1,168m). The
difference to Adjusted EBIT stems mainly from write-downs
of EUR 1,293m on the fleet.
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SWISS

KEY FIGURES SWISS"

2020 2019 Change
in %

Revenue €m 1,732 5,144 -66
Adjusted EBITDA €m -242 959
Adjusted EBIT €m -689 558
EBIT €m -695 572
Adjusted
EBIT margin % -39.8 10.8 -50.6 pts
Employees
as of 31 Dec number 10,055 10,531 -5
Average number
of employees number 10,349 10,361 -
Flights number 54,835 167,119 -67
Passengers? thousands 5,677 21,531 -74
Available
seat-kilometres? millions 21,489 63,321 -66
Revenue
seat-kilometres? millions 13,069 53,116 -75
Passenger
load factor % 60.8 83.9 -23.1 pts

" Including Edelweiss Air.
2 Previous year's figures have been adjusted.

SWISS is the biggest airline in Switzerland. With its sister
company Edelweiss Air, it offers its customers a first-class
product and a global route network. The separately managed
Swiss WorldCargo division uses the belly capacities of SWISS
aircraft to offer comprehensive airport-to-airport services

for high-value goods and sensitive freight worldwide.

Extensive restructuring programme launched

As soon as the pandemic began, SWISS initiated a large
number of cost-cutting measures and introduced short-time
working throughout the company, suspending non-essential
projects and investment until further notice.

In order to secure its future viability and competitiveness
and to repay its government-guaranteed bank loan as quickly
as possible, SWISS launched an extensive restructuring pro-
gramme. SWISS is using the socially responsible instruments
of a hiring freeze, attractive part-time work on reduced pay
and early retirement to reduce its staff costs. In combination
with natural fluctuation, this will enable around 1,000 jobs to
be cut within two years. A package of measures was agreed
with the labour union partners for cabin crew and ground
staff. Negotiations with pilot representatives on crisis contri-
butions were broken off in early February without initial
results. 2 Employees, p. 28ff.
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The size of the fleet is also to be adjusted by postponing
delivery of the short and medium-haul aircraft on order.
Fleet, p. 25f.

Securing Switzerland’s connections to the world
Although the operating environment was extremely chal-
lenging, SWISS served a total of more than 150 destinations
and thus fulfilled its mission of connecting Switzerland to
the world. It was mainly thanks to consistently high freight
demand that SWISS was able to offer a comparatively broad
long-haul portfolio.

Dieter Vranckx is the new CEO of SWISS

Dieter Vranckx has been the new Chief Executive Officer of
SWISS since 1January 2021. He succeeded Thomas Klihr,
who left the company at year-end 2020 for personal reasons.
Dieter Vranckx was previously Chief Executive Officer of
Brussels Airlines.

Awards demonstrate high quality standards

SWISS was again voted Best Airline for Business Travellers
in Europe by the magazine Business Traveller. At the World
Travel Awards, SWISS also took first place in the category
“Europe’s Leading Airline - First Class 2020".

Passenger numbers and load factor down

due to coronavirus crisis

The number of passengers carried decreased by 74% to
5.7 million (previous year: 21.5 million). SWISS responded
to the collapse in demand by cutting capacities by 66%.
Sales were down by 75%; the passenger load factor was
23.1 percentage points lower than the previous year’s level,
at 60.8% (previous year: 83.9%). Performance in yields was
slightly negative, contracting by 0.1% on a constant-currency
basis. Traffic revenue fell by 73% to EUR 1,249m (previous
year: EUR 4,559m).

Revenue and earnings development negative

Revenue at SWISS fell by 66% to EUR 1,732m in the report-
ing year (previous year: EUR 5,144m). Operating income

of EUR 1,915m was 64% down on the year (previous year:
EUR 5,356m).

Operating expenses saw a mostly volume-related decline

of 46% to EUR 2,604m, (previous year: EUR 4,798m). This
was primarily caused by the 68% reduction in fuel costs, the
57% reduction in fees and charges and the 29% reduction in
staff costs.

Adjusted EBIT fell accordingly, to EUR -689m (previous
year: EUR 558m). The Adjusted EBIT margin therefore fell
by 50.6 percentage points to -39.8% (previous year: 10.8%).
EBIT decreased to EUR -695m (previous year: EUR 572m).
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AUSTRIAN AIRLINES

KEY FIGURES AUSTRIAN AIRLINES

2020 2019 Change
in %

Revenue €m 460 2,108 -78
Adjusted EBITDA €m -162 188
Adjusted EBIT €m -321 19
EBIT €m -381 15
Adjusted
EBIT margin % -69.8 0.9 -70.7 pts
Employees
as of 31 Dec number 6,443 6,989 -8
Average number
of employees number 6,689 7,022 -5
Flights number 42,310 139,230 -70
Passengers” thousands 3,114 14,613 -79
Available
seat-kilometres” millions 7,127 28,508 -75
Revenue
seat-kilometres” millions 4,412 23,043 -81
Passenger
load factor % 61.9 80.8 -18.9 pts

" Previous year’s figures have been adjusted.

Austrian Airlines is Austria’s largest airline. It offers its
customers a global route network and a high-quality product.

Restructuring programme aims to cut costs

and safeguard liquidity

The existing restructuring programme at Austrian Airlines
was tightened again as a result of the pandemic.

This will also entail reducing the Austrian Airlines fleet from

79 at present to around 60 aircraft. In this context, a decision

was taken in the reporting year to retire three Boeing 767-300s

and 13 Bombardier Dash 8-400s early; implementation has

already begun. From summer 2021, all A319 aircraft are also

to be retired and transferred to Lufthansa German Airlines.
Fleet, p. 25f.

Further measures to secure liquidity and cut costs were
implemented, including short-time working, the renegotiation
of agreements with providers and other stakeholders, and
structural measures. Austrian Airlines agreed with flight
and ground staff on a crisis contribution of up to EUR 80m
per year. Employees, p. 28ff.

Executive Board of Austrian Airlines

positioned for the future

The Executive Board of Austrian Airlines was restructured in
the reporting year and reduced to three members.
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Chief Executive Officer is Alexis von Hoensbroech, whose
contract was renewed on 09 October 2020 for another five
years until July 2026. Alexis von Hoensbroech also took over
the position of Chief Financial Officer on 1 January 2021 from
Andreas Otto, who served in that capacity until year-end
2020. The position of Chief Financial Officer was carried out
by Wolfgang Jani until 31 August 2020.

Michael Trestl has been the new Chief Commercial Officer
of Austrian Airlines since 1 January 2021. Michael Trestl was
previously Head of Network Management at SWISS.

The position of Chief Commercial Officer was held in parallel
by Andreas Otto until 31 January 2021. Andreas Otto left
the company on 31 January 2021.

Chief Operating Officer Jens Ritter will leave Austrian Airlines
as an extended Executive Board member as of 31 March 2021.
He is followed by Francesco Sciortino, currently Managing
Director and Accountable Manager of Germanwings.

Passenger numbers and load factor far below

previous year’s level due to the crisis

With 3.1 million passengers, Austrian Airlines transported
79% fewer customers than the previous year (previous year:
14.6 million). Capacity had to be cut by 75% and sales were
down by 81%. The passenger load factor was 18.9 percentage
points lower than the previous year's level, at 61.9% (previous
year: 80.8%). Yields rose by 2.9% after adjusting for exchange
rates. Traffic revenue fell by 80% to EUR 390m (previous
year: EUR 1,941m).

Coronavirus crisis has a severe impact on earnings
performance at Austrian Airlines

Revenue for Austrian Airlines came to EUR 460m in the
2020 financial year, a decrease of 78% on the previous year
(previous year: EUR 2,108m). Operating income went down
by 69% to EUR 671m (previous year: EUR 2,182m). This
includes income of EUR 150m in emergency aid granted by
the Austrian government.

Operating expenses saw a mostly volume-related decline
of 54% to EUR 992m in 2020 (previous year: EUR 2,164m).
In particular, fuel costs were down by 77% and fees and
charges by 69%. Beyond this, there were positive effects
from the various cost-cutting measures.

Adjusted EBIT at Austrian Airlines sank accordingly to

EUR -321m in 2020 (previous year: EUR 19m). The Adjusted
EBIT margin fell by 70.7 percentage points to -69.8% (pre-
vious year: 0.9%). EBIT came to EUR -381m (previous year:
EUR 15m). The difference to Adjusted EBIT stems mainly from
write-downs on the fleet of EUR 59m due to the coronavirus
pandemic.
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BRUSSELS AIRLINES

KEY FIGURES BRUSSELS AIRLINES

2020 2019 Change
in %

Revenue €m 414 1,473 -72
Adjusted EBITDA €m -171 110
Adjusted EBIT €m -293 -27 -985
EBIT €m -332 -32 -938
Adjusted
EBIT margin % -70.8 -1.8 -69.0 pts
Employees
as of 31 Dec number 3,124 3,811 -18
Average number
of employees number 3,483 3,830 -9
Flights number 21,280 81,540 -74
Passengers thousands 2,362 10,285 -77
Available
seat-kilometres millions 6,487 21,994 -71
Revenue
seat-kilometres millions 4,428 17,929 -75
Passenger
load factor % 68.3 81.5 -13.2 pts

Brussels Airlines is Belgium'’s national airline. From its hub in
Brussels, the airline offers flights to destinations worldwide,
with a focus on the African continent.

Brussels Airlines intensifies its restructuring programme
Brussels Airlines intensified its existing restructuring pro-
gramme as a result of the coronavirus outbreak. This forms
the basis for the airline’s sustainable future.

As part of the Reboot Plus programme, the fleet was reduced
by 30% and the number of employees by 25%. Right-of-use
assets for two Airbus A330-200s and eight Airbus A319s were
written off as part of the fleet restructuring. 7 Fleet, p. 25f.

In addition to these structural changes, Brussels Airlines
initiated further short and long-term measures to reduce
variable and fixed costs in order to counteract the effects
of the coronavirus crisis. Above all, these included an agree-
ment with the labour union partners for flight and ground
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staff under which 75% of the approximately 4,000 jobs were
retained, remaining jobs were reduced in a socially responsible
way, and redundancies were avoided wherever possible. New
collective bargaining agreements were were also negotiated
with all groups of employees. # Employees, p. 28ff.

Peter Gerber is the new CEO of Brussels Airlines

Peter Gerber has been the new Chief Executive Officer

of Brussels Airlines since 1 March 2021. He was previously
Chairman of the Executive Board and CEO of Lufthansa
Cargo. Peter Gerber succeeds Dieter Vranckx, who became
the new Chief Executive Officer of SWISS on 1 January 2021.

Passenger numbers and load factor severely affected by
the coronavirus pandemic

With 2.4 million passengers, Brussels Airlines transported
77% fewer customers than in the previous year (previous
year: 10.3 million). Capacity had to be cut by 71% and sales
were down by 75%. The passenger load factor was 13.2 per-
centage points lower than the previous year’s level, at 68.3%
(previous year: 81.5%). Yields rose by 1.0% after adjusting

for exchange rates. Traffic revenue fell by 72% to EUR 384m
(previous year: EUR 1,386m).

Adjusted EBIT down significantly due to coronavirus crisis
Revenue at Brussels Airlines fell by 72% to EUR 414m in 2020
due to the coronavirus crisis (previous year: EUR 1,473m).
Operating income of EUR 456m was 71% down on the year
(previous year: EUR 1,555m).

Operating expenses saw a mostly volume-related decline of
53% to EUR 749m (previous year: EUR 1,582m). In particular,
expenses for fuel and fees and charges were 74% and 68%
down on the previous year, respectively. This more than off-
set the effect of the recognition of provisions and costs of
EUR 47m already incurred for restructuring measures.

Adjusted EBIT at Brussels Airlines decreased to EUR -293m
in 2020 (previous year: EUR -27m). The Adjusted EBIT
margin fell by 69.0 percentage points to -70.8% (previous
year: -1.8%). EBIT decreased to EUR -332m (previous year:
EUR -32m). The difference to Adjusted EBIT stems mainly
from write-downs of EUR 33m on right-of-use assets for
aircraft.
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Eurowings business segment

Eurowings focuses on European direct traffic. | Coronavirus pandemic
weighs heavily on business. | Restructuring programme tightened. |
Earnings down significantly on previous year.

KEY FIGURES EUROWINGS

2020 20190 Change
in %
Revenue €m 508 2,311 -74
of which
traffic revenue €m 579 2,307 -75
Adjusted EBITDA €m -504 111
Adjusted EBIT €m =7/} -122 -476
EBIT €m -802 -126 -537
Adjusted
EBIT margin % -117.6 -5.3 -112.3 pts
Adjusted ROCE % -43.4 -5.8 -37.6 pts
EACC €m -653 -160 -308
Segment capital
expenditure €m 106 127 -17
Employees
as of 31 Dec number 3,088 3,432 -10
Average number
of employees number 3,203 3,666 -13

" Previous year's figures have been adjusted.

Business activities

Eurowings focuses on the market for European direct traffic
The Eurowings business segment includes the flight opera-
tions of Eurowings and Eurowings Europe, as well as the
equity investment in SunExpress. Germanwings, the long-haul
business of Eurowings, and Brussels Airlines were allocated
to the Network Airlines at the beginning of the 2020 financial
year. The figures for the previous year have been adjusted
accordingly. The flight operation of SunExpress Germany
was closed in the course of the year due to the effects of
the pandemic.

With Eurowings, the Lufthansa Group has an innovative
offering for price-sensitive and service-oriented customers
in the structural growth segment of European direct traffic.
Eurowings is a key partner of tour operators given the number
of tourist destinations in its portfolio.

Course of business
and operating performance

Course of business at Eurowings significantly influenced
by the outbreak of coronavirus

The spread of the coronavirus temporarily caused Eurowings
to significantly reduce its flight programme. Capacity was
increased again from June 2020 to meet increasing demand
for flights in the summer months. Eurowings focused on
inner-German routes and tourist flights within Europe. When
travel warnings resumed, resulting in lower demand at the
end of the summer travel period, capacity was reduced once
more. At the end of the reporting year, capacity was around
15% of the previous year’s level.

Restructuring programme prepares Eurowings

for the post-crisis period

The restructuring programme at Eurowings was intensified
as a result of the pandemic. The programme aims to adapt
the organisation to the new market conditions and to exploit
the opportunities arising through the redistribution of the
market in the crisis. It also aims to sustainably boost the
attractiveness and popularity of the Eurowings brand.
Changes to structures and processes will increase the pro-
ductivity of flight operations and create competitive cost
structures in all areas.

A large number of structural measures have already been
successfully implemented in 2020. Flight capacity in Germany
has been bundled into one flight operations centre. The fleet
was reduced by retiring older aircraft and making Airbus
A320 aircraft standard. 7 Fleet, p. 25f.

To reduce staff costs, short-time working was introduced

and a hiring freeze imposed. The number of managers is

to be reduced by 25%. Adjustments to technical structures

and the renegotiation of contracts with system partners

also enabled savings in operating costs and project budgets.

In addition, Eurowings reached a crisis agreement with the

ver.di trade union for flight attendants and ground staff.
Employees, p. 28ff.
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Focus on safe travel and flexibility for customers

Health and safety have the highest priority at Eurowings.
For this reason, the airline has taken extensive measures to
further improve health precautions along the entire travel
chain. These include comprehensive new hygiene standards
for passengers, from the airport to their arrival at their
destination. Customers have the opportunity to book a free
middle seat before they start their journey.

Eurowings has also introduced more flexible and customer-
friendly rebooking options. Furthermore, customers can book
a package for increased travel security, consisting of travel
cancellation insurance, travel health insurance and travel
interruption insurance.

Eurowings under new management

Jens Bischof became the CEO of Eurowings as of 1 March
2020. He was previously the Chief Executive Officer of
SunExpress. He succeeds Thorsten Dirks in this function.

Oliver Schmitt left the management of Eurowings as of
31 December 2020. His responsibilities have been assumed
by Jens Bischof.

Jens Ritter, currently Chief Operating Officer and member
of the executive committee of Austrian Airlines, will become
the Chief Operating Officer of Eurowings as of 1 April 2021.
He succeeds Michael Knitter, who is leaving Eurowings at his
own request at the end of March 2021.

Prize received for digital customer services

Eurowings Digital won the Best Digital Lab Award 2020 from
the business magazine Capital. The accolade particularly
reflects the development of innovative, smart services that
accompany passengers throughout their journey.

Traffic negatively affected by the coronavirus crisis

The number of passengers at Eurowings fell by 73% to 7.2m
(previous year: 27.0m). Capacity was reduced by 68%. Sales
fell by 72%. The passenger load factor was 9.2 percentage
points lower than the previous year’s level, at 73.1% (previous
year: 82.3%). Yields fell by 15.6% after adjusting for exchange
rates. Traffic revenue fell by 75% to EUR 579m (previous
year: EUR 2,307m).
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TRAFFIC FIGURES EUROWINGS

2020 2019v Change
in%
Flights number 71,829 232,461 -69
Passengers thousands 7,235 26,971 -73
Available
seat-kilometres millions 10,260 32,383 -68
Revenue
seat-kilometres millions 7,501 26,639 -72
Passenger
load factor % 73.1 82.3 -9.2 pts

" Previous year’s figures have been adjusted.

Revenue and earnings development

Revenue down year-on-year by 74% due to the crisis
Revenue in the Network Airlines business segment fell by
74% to EUR 598m in 2020 due to lower traffic (previous
year: EUR 2,311m). Operating income of EUR 745m was 70%
down on the year (previous year: EUR 2,487m). Constant
currency unit revenues (RASK) went down year-on-year by
15.2% as a result of the crisis.

OPERATING FIGURES EUROWINGS

2020 2019" Change  Exchange-
rate adjusted
change
in € cent in € cent in % in %
Yields 6.6 7.9 -15.6 -15.6
Unit revenue
(RASK) 6.5 7.5 -13.2 -15.2
Unit cost (CASK)
without fuel
and emissions
trading expenses 11.0 6.1 78.8 76.9

" Previous year’s figures have been adjusted.

Expenses down 49% below previous year’s level

Operating expenses in the Eurowings segment saw a mostly
volume-related decline of 49% to EUR 1,346m in the report-
ing year, mainly due to restructuring activities such as the
termination of external wet leases and reductions in fixed
costs (previous year: EUR 2,633m). Constant currency unit
costs (CASK) without fuel and emissions trading expenses rose
by 76.9% year-on-year, driven by the significant crisis-related
capacity reduction which could only be partly matched by
corresponding cost savings.
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OPERATING EXPENSES EUROWINGS

2020 20194 Change

in€m in€m in%

Cost of materials and services 699 1,861 -62

of which fuel 129 532 -76

of which fees 234 625 -63

of which charter expenses 102 376 -73

of which MRO services 146 139 5

Staff costs? 176 259 -32
Depreciation

and amortisation? 199 233 -15

Other operating expenses® 272 280 -3

Total operating expenses 1,346 2,633 -49

" Without past service costs/settlement.

2 Without impairment losses.

3 Without book losses.

4 Previous year’s figures have been adjusted.

The cost of materials sank year-on-year by 62% to EUR 699m
(previous year: EUR 1,861Tm). There was a 76% volume and
price-related decline in fuel expenses to EUR 129m (previous
year: EUR 532m). At EUR 234m, expenses for fees and charges
were 63% lower than a year ago (previous year: EUR 625m).
As a result of the termination of external wet leases, charter
expenses were reduced substantially by 73% to EUR 102m
(previous year: EUR 376m).

Staff costs declined by 13% due to the restructuring pro-
gramme and the introduction of short-time working, while
the average number of employees fell by 32% to EUR 176m
(previous year: EUR 259m).

Depreciation and amortisation fell by 15% to EUR 199m,
mainly due to lower expenses for right-of-use assets for
leased aircraft (previous year: EUR 233m).

Other operating expenses fell in the 2020 financial year by
3% to EUR 272m (previous year: EUR 280m). Lower sales,
marketing and distribution costs due to reduced capacity, as
well as lower legal and advisory costs, offset the write-downs
on receivables following the insolvency of wet lease partner
Luftfahrtgesellschaft Walter (LGW) and restructuring costs
for Germanwings.
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Adjusted EBIT of EUR -703m down significantly

due to coronavirus pandemic and non-recurring effects
Earnings in the reporting year were largely defined by the
coronavirus pandemic. Cost improvements as part of the
restructuring programme could not make up for the 74%
decline in revenue. As a result, Adjusted EBIT fell in the
financial year to EUR -703m (previous year: EUR -122m).
The Adjusted EBIT margin fell by 112.3 percentage points to
-117.6% (previous year: -5.3%).

EBIT decreased to EUR -802m (previous year: EUR -126m).
The difference to Adjusted EBIT is essentially due to write-
downs of EUR 57m on goodwill and of EUR 37m on right-of-
use assets for 15 Dash 8-400s, five Airbus A321s and one
A319 which are no longer planned to resume flight operations.

EUROWINGS: DEVELOPMENT OF REVENUE, ADJUSTED EBIT in €m
AND ADJUSTED EBIT MARGIN in %
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Segment capital expenditure down 17% on the year
Segment investments fell by 17% to EUR 106m (previous
year: EUR 127m). Investment was mainly in engine overhauls.
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L ogistics business segment

Lufthansa Cargo is one of Europe’s leading freight airlines. | Digital sales
channels strengthen market position. | Focus on sustainable reductions to
cost base. | Infrastructure for transport of temperature-sensitive goods to be
expanded. | Lufthansa Cargo achieves record result despite lower capacity.

KEY FIGURES LOGISTICS

2020 2019 Change
in %
Revenue €m 2,757 2,478 11
of which
traffic revenue €m 2,596 2,318 12
Adjusted EBITDA €m 950 161 490
Adjusted EBIT €m 772 1
EBIT €m 717 -33
Adjusted
EBIT margin % 28.0 0.0 28.0 pts
Adjusted ROCE % 26.2 0.0 26.2 pts
EACC €m 445 -102
Segment capital
expenditure €m 222 286 -22
Employees
as of 31 Dec number 4,373 4,539 -4
Average number
of employees number 4,436 4,543 -2

Business activities

Lufthansa Cargo is one of Europe’s leading freight airlines
In addition to Lufthansa Cargo AG, the Lufthansa Group's
logistics specialists, the Logistics segment includes the
airfreight container management specialist Jettainer group,
the time:matters subsidiary, which specialises in particularly
urgent consignments, the subsidiary Heyworld, which spe-
cialises in tailored solutions for the e-commerce sector, and
the equity investment in cargo airline AeroLogic. Lufthansa
Cargo also has equity investments in various handling
companies and smaller companies involved in aspects of
digitalising the sector.

The focus of Lufthansa Cargo’s operations lies in the air-
port-to-airport airfreight business. Its product portfolio
encompasses standard and express freight as well as highly
specialised products. These include the transport of live ani-
mals, valuable cargo, post and dangerous goods, as well as
meeting growing market demand for the carriage of temper-
ature-sensitive goods. The company has specialised infra-
structure at Frankfurt Airport to handle these goods, including
the Animal Lounge and the Lufthansa Cargo Cool Centre.

The Lufthansa Cargo freighter fleet consisted of nine Boeing
777F and five Boeing MD-11F aircraft as of year-end. Due

to the coronavirus pandemic, the bulk of belly capacities at
Lufthansa German Airlines, Brussels Airlines, Austrian Airlines,
Eurowings long-haul routes and SunExpress were not availa-
ble in the 2020 financial year. Normally, around half the
freight volume at Lufthansa Cargo is transported in the belly
capacities of passenger aircraft that are operated by these
companies.

In addition, the Aerologic joint venture in Leipzig operates
17 B777 freighters on behalf of its two shareholders, Lufthansa
Cargo and DHL Express. Lufthansa Cargo is responsible for
marketing the capacities of four of these freighters.

Lufthansa Cargo also has successful international partner-
ships with the cargo divisions of All Nippon Airways, Cathay
Pacific and United Airlines.

Course of business
and operating performance

Lufthansa Cargo responds to the challenges of the
coronavirus pandemic with flexibility

The ongoing coronavirus pandemic posed the airfreight
industry with numerous challenges in 2020. Lufthansa Cargo
was able to offset the decreased capacity due to reduced
belly capacities by means of flexible network planning, the
temporary use of converted passenger aircraft and deferral
of the retirement of the MD11-fleet. Capacity reductions across
the industry also meant that significantly higher average
prices and load factors were reported. Sales also fell as a
result of the significantly lower capacity.

Leading position to be further developed through digitali-
sation and exploitation of new market opportunities
Additional digital services should help Lufthansa Cargo to
build on its leading position in the airfreight industry. In
2020, the focus was partly on further development of digital
distribution channels. The company’s in-house online sales
channel, eBooking, was renewed in November 2020 and
simplifies the booking process significantly. The booking
platform cargo.one, in which Lufthansa Cargo holds an equity
stake, performed well in the reporting period.
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Cost-cutting programme results in structural
improvements to the cost base

Many measures that are intended to deliver sustainable
savings were developed as part of the ProFlex cost-cutting
programme. A large number of these measures have already
been successfully initiated. The programme aims to perma-
nently reduce the cost base at Lufthansa Cargo by EUR 70m
per year in terms of operating and staff costs.

Fleet is being modernised and standardised

In the reporting year, two more B777F aircraft joined the
Lufthansa Cargo fleet and three MD-11F freighters were
retired from service. The fleet modernisation will be com-
pleted in 2021 when the remaining MD-11F freighters are
retired. Lufthansa Cargo will then operate a uniform fleet of
highly efficient B777F cargo aircraft. 7 Fleet, p. 25f.

Development of ground infrastructure for the transport

of temperature-sensitive pharmaceutical products
Lufthansa Cargo is expanding its infrastructure for the trans-
port of temperature-sensitive pharmaceutical products.
Pharma hubs were opened in Chicago and Munich during
the reporting period. With its pharma hub in Frankfurt, the
largest of its kind in Europe, and some 30 CEIV Pharma-
certified stations worldwide, Lufthansa Cargo operates one
of the world’s largest airline pharmaceutical networks. This is
supplemented by many other stations for temperature-con-
trolled cargo. Lufthansa Cargo is therefore ideally prepared
for the rapid intercontinental distribution of coronavirus
vaccines and other highly sensitive pharmaceutical products.

Restructuring of the Executive Board of Lufthansa Cargo
Dorothea von Boxberg has been the new Chief Executive
Officer of Lufthansa Cargo since 1 March 2021. Previously,
she was the Lufthansa Cargo Executive Board member
responsible for global sales, network planning and product
development. Dorothea von Boxberg was preceded by
Peter Gerber, who has been the new Chief Executive Officer
of Brussels Airlines since 1 March 2021.
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Dorothea von Boxberg's successor as Chief Commercial
Officer is Ashwin Bhat, who previously managed the freight
business at SWISS.

Traffic revenue up with lower capacity

Capacity at Lufthansa Cargo fell overall by 36% in 2020. Belly
capacities declined due to the effects of the coronavirus pan-
demic, whereas freighter capacities were increased slightly.
Sales volume was down 27% year-on-year as a result. Scarce
capacities meant the cargo load factor rose by 7.8 percentage
points to 69.1% (previous year: 61.3%). Yields rose by 57.1%
after adjusting for exchange rates. Traffic revenue went up
by 12% to EUR 2,596m for pricing reasons (previous year:
EUR 2,318m).

TRAFFIC FIGURES AND OPERATING FIGURES LOGISTICS

2020 2019 Change
in %
Available cargo
tonne-kilometres millions 9,350 14,507 -36
Revenue cargo
tonne-kilometres millions 6,461 8,899 -27
Cargo load factor % 69.1 61.3 7.8 pts
Yields" € cent 40.2 26.0 54.6"

Y Exchange rate-adjusted change: 57.1%.

Asia/Pacific and the Americas remain Lufthansa Cargo’s
main traffic regions. The two regions account for nearly 90%
of capacity and sales. Capacity and sales decreased in all the
traffic regions. The cargo load factor improved in all traffic
regions, as did yields. Traffic revenue fell in the Europe and
Middle East/Africa traffic regions, whereas it rose in the
Americas and Asia/Pacific traffic regions.

TRENDS IN TRAFFIC REGIONS
Lufthansa Cargo

Net traffic revenue Available Revenue Cargo
external revenue cargo tonne-kilometres cargo tonne-kilometres load factor
2020 Change 2020 Change 2020 Change 2020 Change
in€m in % in millions in % in millions in % in % in pts
Europe 185 -2 492 -39 254 -22 51.7 115
America 1,111 15 4,332 -36 2,916 -26 67.3 9.3
Asia/Pacific 1,171 23 3,998 -29 2,971 -25 74.3 4.4
Middle East/Africa 129 -40 528 -60 320 -55 60.5 6.1
Total 2,596 12 9,350 -36 6,461 -27 69.1 7.8
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Revenue and earnings development

Revenue up year-on-year by 11% due to pricing

Revenue at Lufthansa Cargo rose by 11% to EUR 2,757m in
2020 (previous year: EUR 2,478m). Higher yields due to
capacity reductions across the industry were responsible for
the increase. Operating income went up by 9% to EUR 2,826m
(previous year: EUR 2,581m).

Expenses down by 21%
Operating expenses declined by 21% to EUR 2,082m in the
reporting year (previous year: EUR 2,621m).

OPERATING EXPENSES LOGISTICS

2020 2019 Change

in€m in€m in%

Cost of materials and services 1,300 1,778 -27

of which fuel 174 337 -48

of which fees 250 297 -16

of which charter expenses 660 897 -26

of which MRO services 98 119 -18

Staff costs? 377 406 -7
Depreciation and

amortisation? 178 160 11

Other operating expenses® 227 277 -18

Total operating expenses 2,082 2,621 -21

" Without past service costs/settlement.
2 Without impairment losses.
3 Without book losses.

The cost of materials sank year-on-year by 27% to EUR 1,300m
(previous year: EUR 1,778m). There was a 48% volume and
price-related decline in fuel expenses as a result of the mod-
ernisation of the fleet, to EUR 174m (previous year: EUR 337m).
Charter expenses declined by 26% to EUR 660m due to the
absence of belly capacities on passenger aircraft. This also
meant a reduction in belly expenses paid to Group companies
(previous year: EUR 897m).
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Staff costs went down by 7% to EUR 377m in 2020 (previous
year: EUR 406m). This was largely due to the 2% decline in
the average number of employees, the initial effects of the
ProFlex cost-cutting programme, and the introduction of
short-time work in Germany and similar measures in other
countries.

Depreciation and amortisation rose year-on-year by 11% to
EUR 178m (previous year: EUR 160m).

Other operating expenses fell by 18% to EUR 227m, mainly
due to lower travel, project, and consulting expenses (previous
year: EUR 277m).

Lufthansa Cargo reports record earnings of EUR 772m
Adjusted EBIT increased accordingly by EUR 771m to EUR
772m (previous year: EUR 1m). This was the best result in the
company history of Lufthansa Cargo.

LOGISTICS: DEVELOPMENT OF REVENUE, ADJUSTED EBIT in €m

AND ADJUSTED EBIT MARGIN in %
ADJUSTED EBIT 2020

772
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Segment capital expenditure down 22% on the year
Investment in the Logistics segment declined in the reporting
period by 22% to EUR 222m, mainly due to lower advance
payments for aircraft (previous year: EUR 286m).
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MRO business segment
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Lufthansa Technik is the leading global provider of maintenance, repair and
overhaul services for civil commercial aircraft. | Focus on containing the effects
of the pandemic. | International growth selectively pursued. | Revenue and
earnings down significantly year-on-year due to the pandemic.

KEY FIGURES MRO

2020 2019" Change
in %
Revenue €m 3,747 6,572 -43
of which with
companies of the
Lufthansa Group €m 1,023 2,194 -53
Adjusted EBITDA €m -186 654
Adjusted EBIT €m -383 463
EBIT €m -508 472
Adjusted
EBIT margin % -10.2 7.0 -17.2 pts
Adjusted ROCE % -6.3 6.4 -12.7 pts
EACC €m -572 126
Segment capital
expenditure €m 152 313 -51
Employees
as of 31 Dec number 22,745 23,855 -5
Average number
of employees number 23,519 23,077 2
Fully consolidated
companies number 25 25 -

" Previous year’s figures have been adjusted.

Business activities

Lufthansa Technik is the world’s leading MRO provider
Lufthansa Technik is the world’s leading independent provider
of maintenance, repair and overhaul services (MRO) for civilian
commercial aircraft. The Lufthansa Technik group comprises
36 plants offering technical aviation services worldwide. The
company also holds direct and indirect stakes in 63 compa-
nies. Lufthansa Technik AG serves more than 800 customers
worldwide, including OEMs, aircraft leasing companies and
operators of VIP jets, as well as airlines. About one-third of
its business is with Group companies and two-thirds of its
business is with external customers.

Lufthansa Technik’s range of services comprises eight divisions:
aircraft maintenance, aircraft overhaul, engine maintenance,
component maintenance, aircraft systems, development

and manufacture of cabin products, development of digital
products, and initial equipment and servicing of VIP aircraft.

The portfolio covers a variety of differently structured prod-
ucts and product combinations, from the repair of individual
components to consultancy services and the fully integrated
supply of entire fleets.

Course of business
and operating performance

Coronavirus crisis puts a significant burden

on MRO business

The coronavirus crisis has had a considerable impact on the
MRO business. Flight hours have declined significantly across
the industry, and the economic pressure on airlines that led
to the grounding and retiring of aircraft had a strong impact
on Lufthansa Technik.

Comprehensive cost-cutting measures to safeguard
continued viability

Short-term, emergency measures such as the introduction of
short-time working, recruitment freezes, extensive reductions
in operating costs and the cancellation or postponement of
investment projects have been initiated to contain the impact
of the coronavirus crisis.

Significant cost reductions are required so the company can
secure a strong long-term position in the independent MRO
market and become more competitive. Structures are also
being streamlined. Rather than the previous eight divisions,
there will only be five in future: component maintenance,
aircraft maintenance and overhaul, digital solutions technical
flight operations, engine maintenance and production, and
modification and special aircraft.

Lufthansa Technik meets growing demand for crisis
products and digital services

Lufthansa Technik is responding flexibly to the coronavirus
pandemic and expanding its range in line with new demand
for crisis products. Many projects are under way that will
convert various types of passenger aircraft into freighters.
In addition, considerably more parking and storage services
have been provided to aircraft maintenance customers in
the course of the coronavirus crisis.
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The coronavirus pandemic has led to greater demand for dig-
ital MRO services so that physical maintenance inspections
can be organised more cheaply and reliably in future. One
Lufthansa Technik product is its proprietary independent
AVIATAR platform. AVIATAR supports customers in real-time
with the management of complex fleet operations and helps
to diagnose errors in individual components, thus supporting
the digital transformation of air traffic. United Airlines joined
the platform with more than 600 aircraft towards the end

of the reporting year.

Lufthansa Technik is expanding its network for innovative,
targeted engine servicing

Lufthansa Technik is driving its growth selectively, depend-
ing on demand. The global network for innovative, targeted
engine servicing was expanded to include a fifth site in
Dublin, Ireland. The high demand for best-possible cost con-
trols in engine and engine component maintenance will be
served even better in future.

Important contracts to be renewed and signed

Lufthansa Technik serviced 4,529 aircraft under exclusive
contracts in 2020. In the financial year, the company won
16 new customers and signed 515 contracts with a volume of
EUR 2.3 bn.

Restructuring of the Executive Board of Lufthansa Technik
The Executive Board of Lufthansa Technik was restructured
at the end of the reporting year and reduced from four to three
members. Executive Board members Constanze Hufenbecher
and Antonio Schulthess left the Company as of 31 Decem-
ber 2020. As of 1 January 2021, Chief Executive Officer
Johannes BuBmann took over the new, combined Finances
and Human Resources function on an interim basis until

the Supervisory Board has decided on a new appointment.

Revenue and earnings development

Revenue down by 43% due to the coronavirus crisis
Revenue in the MRO business segment fell year-on-year by
43% to EUR 3,747m in 2020 as a result of the effects of the
coronavirus crisis (previous year: EUR 6,572m). A significant
decline in Europe, Lufthansa Technik’s most important sales
market, played a key role.

Intra-Group revenue fell, particularly in the engine business.
External revenue decreased, particularly in the areas of com-
ponent and engine maintenance. Total operating income
of EUR 4,184m was 39% down on the year (previous year:
EUR 6,828m).

Expenses reduced by 30%

Operating expenses declined by 30% to EUR 4,502m in the
reporting period as a result of lower volumes and cost-cutting
measures (previous year: EUR 6,425m).
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OPERATING EXPENSES MRO

2020 20194 Change
in€m in€m in%
Cost of materials and services 2,372 3,902 -39
of which other raw materials,
consumables and supplies 1,609 2,478 -35
of which external services 763 1,424 -46
Staff costs? 1,113 1,448 -23
Depreciation and
amortisation? 197 191 3
Other operating expenses® 820 884 -7
Total operating expenses 4,502 6,425 -30

" Without past service costs/settlement.

2 Without impairment losses.

3 Without book losses.

4 Previous year's figures have been adjusted.

The cost of materials saw a mostly volume-related decline
of 39% to EUR 2,372m (previous year: EUR 3,902m). This
includes crisis-related write-downs on materials of EUR 158m.

Staff costs of EUR 1,113m were 23% down on the previous year
(previous year: EUR 1,448m). The introduction of short-time
working was mainly responsible for the change.

Depreciation and amortisation rose by 3% to EUR 197m
(previous year: EUR 191m).

Adjusted EBIT down to EUR -383m as a result of the crisis
Adjusted EBIT fell accordingly to EUR -383m (previous

year: EUR 463m). The Adjusted EBIT margin contracted by
17.2 percentage points to -10.2% (previous year: 7.0%). EBIT
came to EUR -508m at the end of the reporting year (previous
year: EUR 472m). The difference to Adjusted EBIT stems
mainly from write-downs on the carrying amounts of joint
ventures and replacement engines.

MRO: DEVELOPMENT OF REVENUE, ADJUSTED EBIT in €m
AND ADJUSTED EBIT MARGIN in %
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Segment capital expenditure down by 51%

Segment capital expenditure in the MRO segment was
reduced by 51% to EUR 152m (previous year: EUR 313m),
mainly due to lower investment in reserve engines.
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Catering business segment
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The LSG group offers a broad product portfolio related to in-flight service. |
European business sold to gategroup. | Focus on safeguarding liquidity

and strategic realignment. |
the coronavirus crisis.

KEY FIGURES CATERING

2020 2019 Change
in %
Revenue €m 1,305 3,360 -61
of which with
companies of the
Lufthansa Group €m 241 737 -67
Adjusted EBITDA €m -167 247
Adjusted EBIT €m -284 128
EBIT €m -431 98
Adjusted
EBIT margin % -21.8 3.8 -25.6 pts
Adjusted ROCE % -17.3 6.4 -23.7 pts
EACC €m -375 10
Segment capital
expenditure €m 28 127 -78
Employees
as of 31 Dec" number 13,227 35,636 -63
Average number
of employees” number 25,288 35,904 -30
Fully consolidated
companies number 83 119 -30

" Previous year’s figures have been adjusted.

Business activities

Strong brand portfolio offers extensive range of products
and services

The LSG group offers a comprehensive range of products,
concepts and services related to in-flight service. It operated
with four independent expert brands in the reporting year:
LSG Sky Chefs, Retail inMotion, SPIRIANT and Evertaste.

As the strongest revenue driver in the LSG group, LSG Sky
Chefs offers classical catering for airlines, as well as lounge
management. After the sale of the European companies,
it still works for more than 300 airlines with 139 facilities in
46 countries.

Retail inMotion, a Dublin-based global specialist for in-flight
sales concepts and technology, significantly expanded its
customer base in 2020. Retail inMotion is expected to be a
clear growth area for the LSG group, particularly due to its
digital competences.

Revenue and earnings development hit hard by

SPIRIANT is an expert in the development, purchasing and
supply of in-flight service equipment, whereas Evertaste
provides convenience food for global retailers and the travel
industry.

The SCIS subsidiary provides security services in North
America. Retail markets are operated under the Ringeltaube
brand at airports in Germany.

LSG group’s European business sold to gategroup

The Lufthansa Group and gategroup signed a sales agree-
ment for the companies of LSG group’s European business
on 6/7 December 2019. The European Commission approved
the sale on 3 April 2020 subject to conditions. Once these
conditions had been fulfilled by the purchaser, gategroup,
the sale was closed on 2 December 2020.

In addition to the European catering facilities, the contract
covers the lounge business and the European activities

of the convenience food specialist Evertaste, the SPIRIANT
equipment business and the Ringeltaube retail outlets.

Also part of the sales agreement is a long-term catering
contract with Lufthansa German Airlines for the hubs in
Frankfurt and Munich. The Lufthansa Group will retain a
minority interest in the two facilities in Frankfurt and Munich,
which provide the in-flight service there for Lufthansa German
Airlines flights. This will ensure a seamless handover of the
catering business and a successful start to the partnership.

The planned sale of the LSG group’s international activities
was postponed due to the coronavirus crisis. The LSG group
is preparing to resume sales activities as part of its strategic
and organisational realignment as soon as conditions permit.
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Course of business
and operating performance

Restructuring project for securement of liquidity

and strategic realignment

The LSG group is adapting to the structural changes in the
market resulting from the coronavirus pandemic.

Immediately following the outbreak of the crisis, the LSG group
significantly reduced its expenses and closely monitored
the collection of its receivables. Measures including project
stops, hiring freezes and the introduction of short-time work-
ing were also taken to cut costs and investment spending.

In addition to the short-term cost-cutting measures, the
Executive Board of the LSG group quickly launched a three-
part project to safeguard its long-term liquidity and to
re-evaluate the strategic position of the LSG group.

The restructuring activities aim to reduce administrative costs
and other overhead by around 30%. A network analysis of all
catering facilities was also initiated with the aim of adapting
their organisational structure and business activities to
future market volumes and customer needs. In this context,
the group closed some plants, such as the one in Salt Lake
City, Utah, USA, and withdrew from some markets, such as
those in Turkey and South Africa. The number of employees
of the LSG group outside Europe was temporarily halved

at the end of the reporting year. Moreover, a reorganisation
of the LSG group, which provides for the loss of more than
30% of management positions, was put into effect as of

1 November 2020.

LSG group to focus on three product lines in future

The LSG group has changed its strategic focus in parallel
with its ongoing cost-cutting and restructuring programme.
In future, it will concentrate on three product lines: classical
catering and convenience retail, in-flight retail sales, and IT
and platform solutions. An element of these IT and platform
solutions are new business models and pilot projects such as
home delivery, which are intended to reduce the company’s
dependence on the airline business. With this new strategy,
the LSG group is deliberately expanding its existing skills and
combining them in new ways. It is also growing its customer
portfolio and thus increasing capacity utilisation in its facilities
in order to reduce existing excess capacities.
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New business models and contract renewals strengthen
position as quality leader

Despite the ongoing coronavirus pandemic, the LSG group
was able to renew or sign key new catering contracts in all
regions in 2020, including with American Airlines, Atlas Air,
Azul, British Airways, Delta Airlines, Emirates, Etihad, Hawaiian
Airlines, United Airlines and Westjet. Retail inMotion also
continued its positive performance, signing a contract for
the development and management of an innovative in-flight
sales concept for Lufthansa German Airlines, SWISS and
Austrian Airlines. The pandemic opened up new business
opportunities in the retail sector for some LSG Sky Chefs
facilities, with new contracts signed with ArkFoods, Hello
Fresh and Home Chef at various stations.

Changes to structure of LSG group Executive Board
Jochen Miller, Chief Operating Officer of the LSG group,
retired on 30 June 2020. The Executive Board of the LSG
group took this opportunity to adapt the company’s organi-
sational structure to current market developments and to
streamline it. As a result, from July onwards, the Executive
Board of the LSG group only consisted of two members.

Revenue and earnings development

Revenue down year-on-year by 61% due to the pandemic
Revenue in the Catering segment fell by 61% in financial

year 2020 to EUR 1,305m (previous year: EUR 3,360m). The
decline stems mainly from the sharp decline in passenger
numbers at the LSG group’s global customers due to the
coronavirus crisis. Other operating income increased by 51%
to EUR 143m thanks to grants under the Coronavirus Aid,
Relief and Economic Security Act (CARES Act) (previous year:
EUR 95m). Total operating income declined by 58% to
EUR 1,448m (previous year: EUR 3,455m).

Expenses reduced by 49%
Operating expenses went down by 49% to EUR 1,698m in
the reporting year (previous year: EUR 3,355m).

OPERATING EXPENSES CATERING

2020 2019 Change

in€m in€m in %
Cost of materials and services 545 1,441 -62
Staff costs? 742 1,290 -42
Depreciation and
amortisation? 117 119 -2
Other operating expenses? 294 505 -42
Total operating expenses 1,698 3,355 -49

" Without past service costs/settlement.
2 Without impairment losses.
3 Without book losses.
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Business segments - Catering business segment, Additional Businesses and Group Functions

The cost of materials and services was 62% down on the
year at EUR 545m (previous year: EUR 1,441m).

Staff costs were reduced by 42% to EUR 742m (previous
year: EUR 1,290m). The average number of employees was
30% lower.

Depreciation and amortisation went down by 2% to
EUR 117m (previous year: EUR 119m).

Adjusted EBIT down to EUR -284m

Adjusted EBIT for the Catering segment declined accordingly
to EUR -284m (previous year: EUR 128m). The Adjusted EBIT
margin fell by 25.6 percentage points to -21.8% (previous
year: 3.8%).

EBIT decreased to EUR -431m (previous year: EUR 98m).
The difference to Adjusted EBIT stems mainly from the
write-down of EUR 157m on goodwill for LSG North America
and LSG Sky Chefs Korea Co Ltd.

CATERING: DEVELOPMENT OF REVENUE, ADJUSTED EBIT in €m

AND ADJUSTED EBIT MARGIN in %
ADJUSTED EBIT 2020

-284

Revenue m Adjusted EBIT
-e- Adjusted EBIT margin

3,194 3,219 3,217 3,360 1,305
| |
3.6 3.8

3.3 0 ‘ ‘

‘ 104 66 15 128

— — \ ||
-21.8
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Segment capital expenditure reduced by 78%

Segment capital expenditure was 78% down on the year at
EUR 28m (previous year: EUR 127m) and consisted mainly of
essential replacement investments.

Additional Businesses and Group Functions

AirPlus continues to expand corporate payment business. | Restructuring
at Lufthansa Aviation Training. | Lufthansa Systems has success in the field of
digital transformation. | Earnings of Group Functions improve.

KEY FIGURES ADDITIONAL BUSINESSES

AND GROUP FUNCTIONS
2020 2019 Change
in %

Total operating
income £€m 2,041 2,732 -25
Adjusted EBITDA €m -190 -120 -58
Adjusted EBIT €m -314 -227 -38
EBIT €m -363 -221 -64
Segment capital
expenditure €m 48 107 -55
Employees
as of 31 Dec? number 9,269 9,978 -7
Average number
of employees? number 9,570 10,000 -4

" Previous year's figures have been adjusted.

Additional Businesses and Group Functions include the
Group's service and financial companies, above all AirPlus,
Lufthansa Aviation Training and Lufthansa Systems, as well
as the Group functions for the Lufthansa Group.

AirPlus offers corporate payment solutions

Lufthansa AirPlus Servicekarten GmbH (AirPlus) is a leading
international provider in the global market for payment and
billing services. Under the AirPlus International brand, it offers
solutions in over 60 countries worldwide. The company served
more than 48,000 corporate customers in total in 2020.
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Whereas the Business Travel Management segment suffered
from lower volumes in 2020 as a result of global restrictions
to contain the coronavirus pandemic, the strategic expansion
of activities in the corporate payment sector demonstrates
significant success. The new AirPlus Virtual Cards for Procure-
ment reported a very positive performance and were already
in use by companies in eleven countries at year-end. The use
of these digital cards is transforming purchasing and billing
processes; they are the first product on the new AirPlus IT
platform to be rolled out in 2021. Furthermore, all AirPlus
corporate cards were successfully migrated to cutting-edge
systems during the reporting year. In this context, a new
globally uniform online portal was launched for corporate
customers and cardholders.

The Adjusted EBIT of AirPlus came to EUR -146m in the
reporting year due to lost revenue as a result of the coronavirus
pandemic (previous year: EUR 2m).

Lufthansa Aviation Training implements

sustainable strategies

Lufthansa Aviation Training GmbH (LAT) is one of the leading
flight training companies, providing vocational and professional
training for cockpit and cabin crew at twelve training centres.
LAT's customer portfolio includes the companies in the
Lufthansa Group as well as more than 180 national and
international airlines.

The coronavirus pandemic has serious negative implications
for LAT. There will be no need to train junior pilots in its pilot
school for the foreseeable future. The Future One EFA Pilot
School project is intended to maintain in-house training
facilities and at the same time implement a sustainable flight
school strategy which reflects the increasing volatility

in demand for pilots. This will guarantee that the Lufthansa
Group airlines have an adequate supply of pilots after the
end of the coronavirus crisis. In the reporting year, the Pilot
Training and Safety & Service units were marked by cancella-
tions and lower order volumes from both Lufthansa Group
airlines and external customers. With its Smart Start pro-
gramme, LAT is defining new ways to become a cost-effective
and sustainable training organisation.

A number of long-term projects were also completed in the
reporting year: the LAT Training Center at Zurich Airport was
completed, and the LAT-operated helicopter simulator went
into service. A second A350 simulator is also ready for service
at the base in Munich.
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Adjusted EBIT for LAT fell in the financial year to EUR -29m
(previous year: EUR 4m).

Lufthansa Systems continues to grow digital
transformation business

Lufthansa Systems was again able to defend its position in
the international airline IT market, despite the difficult market
environment caused by the coronavirus pandemic. Flexible
solutions that can adapt quickly to crises make the company
a pioneer in the field of digital transformation for its more
than 350 airline customers. This enabled it to win additional
new customers and bring numerous projects to a successful
close in the reporting year. Within the Lufthansa Group,
Lufthansa Systems contributed to the harmonisation of the
IT environment.

Including all of its equity investments, the IT company
generated Adjusted EBIT of EUR 17m in the reporting period
(previous year: EUR 4m).

Earnings of Group Functions improve

The results for the Additional Businesses and Group Func-
tions business segment are largely determined by the Group
Functions, whose earnings reflect the currency hedging and
financing activities carried out by Deutsche Lufthansa AG on
behalf of the companies in the Group. The result is therefore
heavily exposed to exchange rate movements.

Total operating income for the Group Functions fell by 19% to
EUR1,274m (previous year: EUR 1,571m). Operating expenses
of EUR 1,425m were 22% down on the year (previous year:
EUR 1,824m). Adjusted EBIT improved by 40% to EUR -151m
(previous year: EUR -253m). The improvement is largely due
to lower operating and staff costs as a result of the crisis as
well as lower exchange rate losses.

Result for Additional Businesses and Group Functions
below previous year

Total operating income for Additional Businesses and
Group Functions sank by 25% to EUR 2,041m (previous year:
EUR 2,732m). Operating expenses were reduced by 21% to
EUR 2,361m (previous year: EUR 2,971m). Adjusted EBIT fell
by 38% to EUR -314m (previous year: EUR -227m).
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The management of opportunities and risks is integrated into all business
processes. | Risks are identified early and are managed and monitored
proactively. | Opportunities are exploited selectively.

OPPORTUNITIES AND
RISK MANAGEMENT

Opportunity management process

For the highly dynamic global airline industry, opportunities
can arise both externally - from new customer wishes,
market structures, ongoing consolidation or changes in the
regulatory environment - and internally - from new products,
innovations, quality improvements and competitive differen-
tiation.

Employees and managers in the Lufthansa Group identify
opportunities in the course of day-to-day processes and
market observation. Opportunity management is also an
integral part of the annual strategy and planning process.
Scenario analyses and accurate return calculations are used
to precisely examine opportunities and the associated risks.
Opportunities that, in an overall assessment, are considered
advantageous for the development of the Lufthansa Group
are pursued and implemented by means of defined steps.
They are managed by established planning and forecasting
processes as well as by projects. Opportunities of relevance
to the whole Group are incorporated into Group strategy,

Group strategy, p. 17ff. The individual operating segments also
identify specific opportunities, # Business segments, p. 51ff.
Objectives and strategy of the risk management system
Risk management at the Lufthansa Group aims to fully identify
material risks, to present and compare them transparently
and to assess and manage them. Risk owners are obliged
to monitor and manage risks proactively and to include rele-
vant information in the planning, steering and control pro-
cesses. The Group guidelines on risk management adopted
by the Executive Board define all the binding methodological
and organisational standards for dealing with opportunities
and risks.

Structure of the risk management system

The scope of consideration covered by the Lufthansa Group’s
risk management system comprises all of the airlines in the
Lufthansa Group, the MRO, Logistics and Catering segments,
as well as Lufthansa Aviation Training, AirPlus, Miles & More,
Lufthansa Global Business Services, the IT companies and
the Delvag Group.

Risk management in the Lufthansa Group shows the
different functions involved.

RISK MANAGEMENT IN THE LUFTHANSA GROUP

Executive Board reports Supervisory Board/
Deutsche Lufthansa AG [t Audit Committee

T report

\!

J/ _

Risk Management

helGEL Internal Audit

Committee

T

Group-wide standards,
uniform procedures

Line managers (Risk owners)

management

I T

Unified integration Performing an
in planning and independent
management processes audit function

l

l |

Risk management
officers for

Risk controlling ARG

in Group companies

Group companies Bilateral talks

Al



COMBINED MANAGEMENT REPORT
Opportunities and risk report

The Supervisory Board’s Audit Committee monitors the
existence and the effectiveness of the Lufthansa Group’s risk
management.

The Risk Management Committee ensures, on behalf of the
Executive Board, that business risks are always identified

at an early stage, evaluated and managed across all functions
and processes. It is also responsible for improving the effec-
tiveness and efficiency of risk management. Appointments
to and the responsibilities of the committee are defined in
internal regulations.

The Corporate Controlling department has functional
responsibility for ensuring that the risk management system
is standardised across the Group. It reports directly to the
CFO. Group risk management is responsible for implement-
ing uniform standards and methods, for coordinating and
continuously refining the risk management process and for
all risk management reporting in the Lufthansa Group.

The managing directors or management boards of all the
companies covered by the risk management system also
appoint risk managers. They are responsible for implement-
ing the Group guidelines within their own companies and
are in close, regular dialogue with the Lufthansa Group's risk
management function. In addition, they ensure that risk-rele-
vant information is agreed with the planning and forecasting
processes in their company (risk controlling).

Managers with budgetary and/or disciplinary responsibility
are designated as risk owners. Their role is to implement
risk management for their area. The identification, evaluation,
monitoring and management of risks are therefore funda-
mental aspects of every management role. The “principles of
risk management” stipulate that the occurrence of predictable
risks that have not been reported in the past is considered

to be a serious management error.

The Internal Audit department carries out internal, independent
system audits focusing on the effectiveness, appropriate-
ness and cost-effectiveness of the risk management system
practised in the Lufthansa Group.

During its annual audit of the financial statements, the auditor
examines the system for the early identification of risks in
place at Deutsche Lufthansa AG with regard to statutory
requirements. In 2020, the review came to the conclusion
that all statutory requirements were met in full.
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Stages of the risk management process

The closed and continuous risk management process, which
is supported by IT, begins with the identification of current
and future, existing and potential opportunities and risks
from all material internal and external areas. The Lufthansa
Group defines opportunities and risks as the possible positive
or negative deviations from a forecast figure or a defined
objective. The risks identified are checked for plausibility
by the companies' risk coordinators and gathered together
in the Group's risk portfolio. The risk portfolio documents the
systematic entirety of all individual risks and constitutes the
quality-assured result of the identification phase. As the risk
landscape is dynamic and subject to change, the identifica-
tion of risks is a continuous task for the risk owners.

Risk owners are obliged at least once a quarter to verify that
the risks for which they are responsible are complete and up
to date. They also evaluate the extent to which circumstances
involving risk have already been included in the forecast
results and to what extent there are additional opportunities
or risks of achieving a better or worse result than the one
forecast. They actively manage opportunities and risks by
means of risk mitigation instruments and measures.

On this basis, the Executive Board is regularly informed
about the current risk situation of the Lufthansa Group and
of the operating segments. The Executive Board reports
annually to the Audit Committee on the performance of
the risk management system, the current risk situation of
the Lufthansa Group and on significant individual risks and
their management. In the event of significant changes to
previously or recently identified top risks, mandatory ad hoc
reporting processes have been defined in addition to these
standard reports.

Evaluation methodology in the risk management process
Once the risks have been identified, all the individual risks
are measured according to uniform measurement principles.
Risks are generally evaluated on a net basis, i.e. taking
implemented and effective management and monitoring
instruments into account. A methodological distinction is
made between qualitative and quantitative risks. Regardless
of the risk type, objective criteria or figures derived from
past experience are used for the evaluation wherever possible.
Risk measurement thus forms the basis for consolidating
similar individual risks into an aggregate risk. Suitable instru-
ments for risk management are defined with the aim of pro-
actively limiting the risk position. Continuous risk monitoring
identifies changes in individual risks and any required adjust-
ments to risk management at an early stage. Steps necessary
to manage and monitor risks are initiated as required. Steps,
in this sense, mean clearly defined activities with a fixed
duration, responsibility and time frame, which serve to
develop control instruments.
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Qualitative risks are mostly long-term developments with
potentially adverse consequences for the Lufthansa Group.
As concrete information is often not available, these risks
cannot or cannot yet be quantified. In the context of qualita-
tive risks, risk management amounts to a strategic approach
to uncertainty. Qualitative risks are often identified in the form
of “weak signals”. In order to evaluate such risks as system-
atically as possible in spite of this, estimates are made about
their significance and their magnitude. Significance describes
the potential impact of the individual risk - for example, on
the Group’s reputation, business model or earnings. The
estimate of magnitude assesses how pronounced or intense
the (weak) signals are that indicate a potential risk to the
Lufthansa Group or a specific company. Lufthansa risk
evaluation for qualitative and quantitative risks shows the
different categories used.

Quantitative risks are those whose potential effect on earnings
can be estimated. A distinction is made between different
probabilities of occurrence. The extent of loss is given as the
potential monetary impact on the planned Adjusted EBIT.
Depending on the type of risk, this may relate either to rela-
tively infrequent event risks, such as an airspace closure, or to
risks from deviations from planned business developments,
due to fuel price volatility, for instance. Quantitative risks
therefore form the basis for the overarching verification of
potential deviations from plans and forecasts. The thresholds
for classifying the monetary Adjusted EBIT effect are defined
centrally for the Lufthansa Group and for the Group companies
according to standardised criteria.

The individual qualitative and quantitative risks are divided
into classes A, B, C, D and other risks to assess their mate-
riality. In accordance with DRS 20, all quantitative A and B
risks as well as all qualitative A and B risks that are at least
of a “substantial” significance and a “high” magnitude count
as material risks for the Lufthansa Group. Lufthansa
risk evaluation for qualitative and quantitative risks.

Risks for the Lufthansa Group that meet this materiality
criterion are presented in a table in the order of their signifi-
cance for the Lufthansa Group in the section 7 Opportunities
and risks at an individual level, p. 74ff., and are described

in detail below. In some cases, equivalent risks are shown
here in a more aggregated form than that used for internal
management purposes. Unless stated otherwise, all the
segments in the Lufthansa Group are exposed to a greater
or lesser degree to the risks described.
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Inclusion of CSR Directive Implementation Act

in risk management

In accordance with the CSR Directive Implementation Act
(CSR-RUG), the Lufthansa Group's risk management also
covers aspects relevant to CSR (environmental, employee
and social concerns, as well as human rights, anti-corruption
measures, bribery and the supply chain) and their risks for
external stakeholders. Risks are reported in the combined
non-financial declaration in line with CSR-RUG if they would
have a severely adverse impact on the Company and their
occurrence is highly likely. In 2020, the CSR content was
updated to include mitigating instruments and measures. As
in the previous year, none of the CSR risks were so material
that they were described at an individual level.

Internal Control System for monitoring the

risk management process

The risk management process in the Lufthansa Group is
monitored by an internal control system (ICS). This entails
systematically reviewing the effectiveness of control meas-
ures for material risks as part of the Lufthansa Group’s ICS.
The relevant risks are selected annually. The review includes
an assessment of the structure and the functionality of
the Lufthansa Group’s ICS. Reporting on the results of the
review forms part of the report to the supervisory boards of
the individual companies on the effectiveness of the ICS,
and to the Audit Committee of the Deutsche Lufthansa AG
Supervisory Board on an overall basis.

LUFTHANSA RISK EVALUATION FOR QUALITATIVE AND
QUANTITATIVE RISKS

B Arisks ® Brisks C risks D risks

Magnitude/
Probability of occurence

extreme/
>50%
high/
30-50%
medium/
20-30%
low/
10-20%
negligible/
2-10%
immaterial / low/ moderate/  substantial/ critical/
25-50 50-125 125-250 250-500 >500

Significance/
Extent of damage in €m
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OPPORTUNITIES AND RISKS
AT AN INDIVIDUAL LEVEL

The table below shows the top risks for the Lufthansa Group.

It encompasses all quantitative A and B risks, as well as
qualitative risks with a rating of at least “substantial” and
“high™ in the order of their significance. Detailed explana-
tions can be found in the following sections.

Macroeconomic opportunities and risks

Uncertain economic environment

The Lufthansa Group's forecast for the year 2021 is based

on the expectation that future macroeconomic conditions
and sector developments will correspond to the description
given in the 7 Forecast, p. 118ff. If the global economy
performs better than forecast, this is expected to have a
positive effect on the Lufthansa Group’s business. Future
revenue and earnings for the Lufthansa Group may, in this
case, exceed the current forecast. As a global company, the
Lufthansa Group can also benefit from positive developments
outside its own core market. Conversely, however, it cannot
be ruled out that unforeseen unfavourable macroeconomic
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or regulatory changes could have a negative impact on the
medium-term financial performance of the Lufthansa Group.
Risks with potential effects on global economic growth,
and thereby for the Lufthansa Group’s sales, primarily arise
from the further course of the global coronavirus pandemic,
increasingly protectionist economic policies or an increasing
risk of armed conflict in some areas of the world.

In spite of the Brexit agreement between the EU and the UK,
there are still uncertainties regarding the medium-term eco-
nomic impact of Brexit, for example on demand for air travel to
and from the UK or on possible disruptions to supply chains.

Crises, wars, political unrest or natural disasters

The still critical security situation, particularly in the Middle
East and North Africa but also in Europe and Germany, as well
as the latent risk of terrorist attacks on air traffic and aviation
infrastructure could have concrete effects on business
operations and on the safety of the Lufthansa Group’s flight
operations, customers and employees. Potential financial
losses could result from primary effects, such as not being
able to fly to individual destinations, but also from significant
secondary effects, including a fall in passenger numbers,
higher insurance premiums, higher fuel costs due to airspace
closures or more stringent statutory security requirements.

TOP RISKS LUFTHANSA GROUP

Significance Magnitude Trend Description
Quantitative risks
Fuel price movements critical extreme > p.79
Earnings risks critical extreme - p.76
Cyber- and IT risks critical high - p.82
Breaches of compliance requirements and data protection regulations critical medium > p.83
Exchange rate losses on pension fund investments critical negligible > p.80
Crises, wars, political unrest or natural disasters substantial high > p.74f.
Risks from state aid substantial negligible new p.80
Non-achievement of the continuous improvement assumption moderate extreme 02 p.81
Exchange rate movements moderate extreme 3 p.80
Downgrade to a single-B rating moderate high new p.80
Qualitative risks
Pandemic diseases critical extreme 1+ p.75
Political risks in the context of the coronavirus pandemic critical extreme new p.77f.
Flight operations risks critical negligible - p.82
Human resources substantial high - p.81
Provider default risk substantial high new p.81
Infrastructure risk substantial high new p.77
Strategic fleet sizing substantial high neu p.77
Increased noise legislation substantial high > p.78
Regulatory risks resulting from climate change substantial high -> p.78
Digital transformation - market entry of new competitors (LHT)" critical medium 4 p.77
Contaminated foods (LSG group)” critical low - p.82

" Risk evaluation on segment level.
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Because of its strong symbolic effect, civil aviation is still

a potential target of terrorist attacks. At the same time,
military conflicts between states could also pose significant
risks, especially if they take place in the short term and out-
side clearly defined borders. Flights over areas of conflict
continue to require comprehensive risk assessment and
management, because there is a risk to civil aviation from
complex anti-aircraft systems, especially in the hands of
non-state forces, and increased military activity makes it
more difficult to use and coordinate airspace. The demands
made of the security functions of international companies
are rising continuously in view of the political environment
and the continuous development of new technology. In this
context, particular mention should be given to the greater
availability and use of unmanned aircraft (drones) and the
various challenges they present. Increasing security regula-
tions due to a higher amount of threats, as well as a tighten-
ing of entry requirements for passengers around the world,
could lead to further restrictions in international air traffic
and thereby to adverse effects for the air transport industry.
Finally, the current coronavirus pandemic is expected to have
a negative effect on the overall security situation and state
stability. In addition to the escalation or acceleration of
existing conflicts, there is also growing pressure on internal
resources and established conflict resolution mechanisms
at the same time.

In order to analyse, track and manage these risks, the
Lufthansa Group carries out comprehensive monitoring of
the global security situation and current events - including
natural disasters - that may affect the Lufthansa Group. The
Lufthansa Group prepares comprehensive security analyses
on an ongoing basis in order to assess developments in
advance and so to draw up preventive scenarios in the event
of any disruptions. It can draw on an extensive network of
national and international security services and specialised
security advisers to do so. The necessary security measures
depend on the probability and consequences of the event.

To evaluate security-relevant events in the context of the
regional environment, the Lufthansa Group uses a quality
management system, which helps with the continuous eval-
uation of local security procedures, both in existing operations
and with new destinations. In order to guarantee compliance
with national, European and international aviation security
legislation and the Lufthansa Group’s own security stand-
ards, these sites are inspected regularly in the course of risk
audits for aviation security and country risks. This also takes
into account any indirect effects of the current coronavirus
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pandemic. If necessary, deficits are compensated for by
additional measures that may affect all relevant functional
areas. In addition, perceptions of Germany, and of Switzerland,
Austria, Belgium or the European Union in certain regions of
the world and the profile of the Lufthansa Group compared
with other, particularly exposed Western airlines are taken into
account when choosing infrastructure and processes abroad.

Pandemic diseases

Risks exist around the world from the transmission of patho-
gens from animals to humans, from humans to humans and
by other means. Epidemics, pandemics or other causes such
as bioterrorism could cause high rates of disease in various
countries, regions or continents. In the short, medium and
long term, this could drastically reduce the number of passen-
gers travelling by air due to a fear of contagion, as is currently
being dramatically demonstrated by the pandemic spread
of the coronavirus. Furthermore, it is possible that staff are
not willing to fly to the countries concerned for fear of infec-
tion and that local employees want to leave these countries.
A high prevalence of sickness among employees may endan-
ger operations. Official travel restrictions to prevent the
transmission of pathogens may also result in operational
constraints.

The Lufthansa Group permanently reviews information from
the World Health Organisation (WHO), the US and European
Centres of Disease Control, the Robert Koch Institute in
Germany and other institutions in order to identify risks of
an epidemic or pandemic as early as possible. To this end,
we have our own employees trained in medical intelligence
who make use of various early warning systems. Employees
receive detailed information, risk groups are given personal
protective equipment and preventive vaccination campaigns
against influenza run throughout the Lufthansa Group every
year. Since the beginning of the coronavirus pandemic,
the Lufthansa Group has implemented a comprehensive
safety plan for the prevention of infections for passengers
and employees.

The Lufthansa Group has factored the economic impact of
the coronavirus into its financial forecast. However, it is not
yet possible to make a final assessment of the further course
of the pandemic, the virus containment measures, especially
with regard to travel restrictions, and the short-term impact
of the pandemic on demand. There is therefore a risk that the
economic impact of the coronavirus pandemic will be worse
than forecast.
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Sector-specific opportunities and risks

Market growth and competition

The growth of the aviation sector is highly dependent on

the global political situation and correlates with macroeco-
nomic development. In the past, the airline industry was on
a long-term growth path with above-average growth rates,
especially in regions such as Asia/Pacific. Structural changes
in demand in connection with the coronavirus pandemic,
infrastructure limitations, the influence of the climate debate
and continued digitalisation are expected to significantly
reduce market growth in the coming years. Cost competition,
which is already prevalent in many segments of the airline
market, will intensify further as a result of the changed market
environment.

The Lufthansa Group has implemented a large number of
measures in order to be able to react flexibly to changes in the
market and in competition. This includes the implementation
of structural cost-cutting measures and the continued flexi-
bilisation of the cost structure, for example by increasing the
proportion of leased aircraft, flexible working time models

or more-flexible supplier contracts. In addition, products and
services are being developed to further increase relevance
to the customers in a highly competitive environment. These
measures will be aligned with the required cost savings.

Market consolidation

In recent years, an increased trend towards consolidation in
the fragmented European airline sector has been apparent.
The dynamics of consolidation are expected to change in the
wake of the coronavirus crisis, as market exits are not taking
place or financial resources for takeovers are not available due
to government support measures. While acquisition-based
market consolidation is, for the time being, not playing a
significant role in the context of crisis management, the
Lufthansa Group continues to strive to actively drive market
consolidation through other forms of cooperation.

Converging business models and new

customer requirements

In the European market, the convergence of the business
models of low-cost carriers and full-service airlines continues.
This is resulting in increasing cost pressure in the full-service
airline segment, which is being countered by the use of new
technologies, the efficient use of resources and new products
that customers want and are prepared to pay for. This is why
the Lufthansa Group is concentrating both on cutting unit
costs and on offering high-quality products for demanding
customer segments in markets with strong purchasing power.
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The Lufthansa Group’s positioning also involves the endeav-
our to satisfy customers’ wishes for sustainable products
and sustainable production as well as an individualised travel
experience. The Lufthansa Group invests continuously in
employees and systems in this area. So, the Network Airlines
aspire to provide every customer with the right product at
the right time. Eurowings Digital GmbH drives the develop-
ment of innovative products and services for travellers,
especially in the form of software solutions and mobile
applications in the low-cost segment.

Products and services are also increasingly being developed
with sustainability in mind, and, for example, the use of dis-
posable plastic articles is being steadily reduced. Passengers
are also given the opportunity to offset the CO, emissions
generated by their flight via the Lufthansa Group platform
Compensaid, which is incorporated into the booking process.

Aviation Services

The Lufthansa Group is broadly positioned with its service
companies. Lufthansa Cargo is pursuing growth opportunities
by developing innovative products, digitalisation and airfreight
joint ventures. Lufthansa Technik focuses on adapting its
portfolio of services and its capacity in a changed aviation
market environment after the coronavirus. The service portfolio
will be strengthened with a focus on digitalisation and the
expansion of partnerships with original equipment manufac-
turers (OEMSs). Increased efficiency and future-oriented
technologies in the repair and asset management core busi-
ness segment will help secure competitive advantages in
the long term.

Earnings risks

There are revenue risks for the entire Lufthansa Group. Since
the outbreak of the coronavirus pandemic, country-specific
entry bans and travel warnings have had a particularly strong
influence on flight capacity, customer booking behaviour
and revenue development. Over the course of the pandemic,
it has become apparent that markets are often closed and
reopened at very short notice and for a period that is initially
unspecified. This makes it enormously difficult to forecast
revenue and increases risk. Consequently, the development
of bookings and revenues is continuously monitored. In addi-
tion to the factors mentioned above, risks can still result from
price fluctuations, excess capacities, economic fluctuations,
current market and competitive developments, geopolitical
changes and unforeseen global events. These challenges
will be addressed in the short term, in particular by adjusting
capacity. Sales, product, capacity and cost-cutting measures
are also taken. In the long term, unit costs are improved sys-
tematically and sustainably by continuous efficiency gains
and as the result of segment-specific restructuring projects.
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Risks from strategic fleet sizing

The strategic sizing of the Group fleet determines the
available capacity and therefore also a large part of the fixed
costs and future capital expenditure. Due to the demand
and competition risks mentioned above, there is a risk of
oversizing that is not commercially viable, resulting in a
decline in earnings.

As part of the annual strategy and planning process, the
Lufthansa Group regularly reviews the planned fleet develop-
ment over the next ten years and takes decisions on the
allocation of aircraft to the various airlines in the Lufthansa
Group and the planned capacity for the next four years.

Fleet planning is also reviewed and adjusted during the year
as needed. The fleet may be reduced through the sale and
parking of aircraft. Similarly, aircraft orders may be cancelled
or delivery postponed in negotiations with aircraft manufac-
turers, and lease agreements may be terminated. Due to the
impact of the coronavirus crisis, the Lufthansa Group’s fleet
will be reduced by 150 aircraft through the postponement

of new deliveries, the termination of lease agreements, long-
term parking and sales.

Infrastructure costs at airports and in air traffic control
Airports and air traffic control organisations are currently
recording high levels of losses due to grounded air traffic.
The fact that this infrastructure is essentially financed by the
users means that there is a risk that the losses incurred in
the crisis years and to some extent in the following years will
be passed on to the airlines by the system partners, which
will increase costs accordingly.

The air traffic infrastructure is financially burdened by the
coronavirus crisis to such an extent that the state must
provide relief for the system as a whole. Lufthansa German
Airlines and the other German airlines, as well as the airports,
air traffic control and aviation associations are lobbying
political decision makers to provide this relief in the form of
compensation for losses, among other things.

Risks from digital transformation and market entry

of new competitors in the Lufthansa Technik segment

The post-coronavirus pandemic market environment will be
marked by MRO overcapacity, as global aircraft movements
continue to be significantly below available capacity. Sustain-
able business success requires a competitive cost structure,
despite the consolidation that is to be expected. There is an
increased risk of insolvency for airline customers if government
support is not sufficient to bridge the coronavirus crisis.
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The market position of the original equipment manufacturers
(OEMSs) results in barriers to entry for independent providers
of aircraft MRO services, especially for new aircraft models,
and makes it more difficult to gain access to licences and
intellectual property. OEMs will use competitive advantages
in the aftermarket to compensate for the reduced volume of
new business. Expanding and maintaining their market position
in this environment is a key challenge for MRO providers.

Digital platforms are also becoming increasingly important for
the planning, management and awarding of physical mainte-
nance, repair and overhaul (MRO) fulfilment and jeopardise
the direct contractual and customer relations between the
MRO provider and the airline. As part of this digital transfor-
mation, new competitors are trying to enter the market with
data-based services and digital capabilities. Access to and
control over this data play an overarching role for gaining
control over costs and competence in the MRO award process
and predictability.

Lufthansa Technik manages these risks using efficiency and
restructuring programmes, strict management of accounts
receivable, strategically important partnerships and an
expanded performance profile of the AVIATAR digital platform.

Opportunities and risks from the
regulatory environment

Political decisions at national and European level continue

to have a strong influence on the international aviation sector.
This is particularly the case when countries or supranational
organisations unilaterally intervene in the competition within
a submarket, for example, by way of regional or national taxes,
emissions trading, fees and charges, restrictions or subsidies.
The Lufthansa Group campaigns actively to influence these
developments in the appropriate boards and forums and in
cooperation with other companies and industry associations.

Political risks in the context of the coronavirus pandemic
In connection with the current coronavirus pandemic,

a number of political risks continue to exacerbate the eco-
nomically tense situation. Based on sometimes divergent
decisions by national governments and the EU Commission
on entry regulations, far-reaching restrictions have been
imposed on air traffic. For example, global border closures,
stricter measures to contain the spread of the coronavirus
(for example, contact bans, minimum distance on board,
quarantine) and constantly changing administrative hurdles
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upon entry increase the risk of the restriction of usable
traffic rights. The pandemic poses the risk that states will
seal themselves off due to the spread of the coronavirus
and reduce agreed international air traffic to a minimum.
Non-standardised testing practices also result in restrictions
on market access. For example, there is currently no regu-
lation on available testing capacities and the determination
of the time of testing, i.e. on departure or arrival. In addition,
no robust data is available on the acceptance and type of
testing procedures available. As vaccines continue to be
approved, there is an opportunity for air traffic to experience
stronger growth again in the future as the population
becomes increasingly immunised.

In addition, slots may be lost worldwide due to flight cancel-
lations caused by the crisis. The basic rule on the use of
take-off and landing rights is that slots can be reallocated
if they have been used less than 80% of the time in a flight
period. This rule was initially suspended by authorities world-
wide until March 2021 due to the slump in air traffic caused
by the coronavirus. This makes it possible to maintain net-
work structures that have been built up over decades and

to promote a new start in air traffic. Slot rules in all relevant
countries will again be adapted to the pandemic in summer
2021. 50% of the slot series can be returned in the EU, and
airlines must use 50% of the remain-ing slots in order not
to lose them. Theoretically, this covers the eventuality that
airlines use only 25% of their existing slots.

The Lufthansa Group therefore advocates, in dialogue with
German, European and international policymakers, for risk-
based reductions in entry restrictions, the synchronisation
of testing practices and a worldwide suspension of the
slot-use rule. The Lufthansa Group also supports public
authorities in the development of hygiene concepts that can
be implemented on board.

Greater regulatory efforts in connection with

the climate debate

The debate about the role of aviation in climate change
increases the risk that CO, emissions will be subject to more
rigorous pricing in future. Air traffic within the EU is already
part of the EU Emissions Trading Scheme (EU ETS), which has
been associated with the Swiss Emissions Trading Scheme
since the beginning of 2020. However, there is a risk of rising
costs or additional requirements in the course of the revision
of the European Emissions Trading Directive since, for exam-
ple, the lowering of the emissions cap and the future alloca-
tion of free emissions rights are being discussed. Both may
increase the Lufthansa Group’s ETS costs in future financial
years beyond 2021.

The harmonisation of EU-ETS and CORSIA also has not

yet been clarified, and the risk of double regulation persists.
The ETS has already led to a distortion of competition, which
would be exacerbated by the aforementioned measures.

LUFTHANSA GROUP ANNUAL REPORT 2020

The introduction of a SAF (Sustainable Aviation Fuel) quota
is also planned at European level as well as at the federal
level in Germany. In Germany, this means an additional PtL
(Power-to-Liquid) quota. This would not only increase fuel
costs for the Lufthansa Group, but would also lead to further
distortion of competition, as competitors could circumvent
this by tankering, i.e. carrying fuel on outward flights in excess
of their requirements, or by operating multi-sector flights
(transfers at non-European hubs).

In future, the regulation will also take into account the
“non-CQO, climate impact of aviation”, such as condensation
trails and nitrogen oxide emissions. Operational measures
may also reduce climate impact. However, research in this
area has only just begun. As a result, the focus of regula-
tion will remain on CO, for the time being. In addition to
wide-ranging measures to limit CO, emissions, such as the
continuous renewal of its fleet and the expansion of voluntary
carbon offset options, the Lufthansa Group participates in
the public debate - sometimes together with other European
airlines and industry associations - and endeavours to prevent
any regulations that could distort competition. # Combined
non-financial declaration, p. 86ff.

Increased noise legislation

Stricter noise standards may apply to airlines or airports. They
may cause, for example, higher costs for retrofitting aircraft,
bans on specific aircraft models, higher charges or higher
monitoring expenses. The still outstanding revision of the
directive on environmental noise at European level is relevant
here. The limits set in the Aircraft Noise Abatement Act were
reviewed at the federal level as scheduled in 2017. The Act
has not yet been amended. Although the latest results of
noise research do not show any significant changes in health
risks, the way in which noise is perceived as a nuisance by
those affected has changed radically, even when noise levels
at airports are stable. Further lobbying in this area is therefore
expected to result in more restrictive noise legislation.

In November 2017, the Lufthansa Group, Fraport, Condor,
the Board of Airline Representatives in Germany (BARIG) and
the government of Hesse came to a voluntary agreement
on noise limits at Frankfurt Airport. Approximately 80% of the
noise limit was utilised in 2019 (1% less than in 2018) so this
framework continues to provide opportunities for growth and,
as long as the limit is not exceeded, will not adversely affect
the operating licence. Introducing a voluntary noise limit

in Frankfurt could have an effect on other sites in Germany.

The Lufthansa Group develops coordinated strategies by
means of targeted communications in collaboration with trade
associations and other industry stakeholders. It is involved in
research projects looking at active noise abatement measures

Combined non-financial declaration, p. 86ff., and closely
monitors research into the effects of noise.
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Financial opportunities and risks

Financial market developments represent opportunities and
risks for the Lufthansa Group. Positive changes in fuel prices,
exchange rates and interest rates can result in lower expenses
and/or higher income compared with the assumptions used
for planning and forecasting.

System of financial risk management for fuel prices,
exchange rates and interest rates

Financial and commodity risks are systematically and centrally
managed for the entire Group on the basis of internal guide-
lines. The derivative financial instruments used serve to hedge
underlying transactions. Here, the Lufthansa Group works
with partners that have at least an investment grade rating
equal to Standard & Poor’s BBB rating or a similar long-term
rating. All hedged items and hedging transactions are tracked
in treasury systems so that they can be valued and monitored
at any time. The functions of trading, settlement and con-
trolling of financial risk are strictly separated at an organisa-
tional level.

The executive departments and Financial Risk Controlling
ensure compliance with these guidelines. The current hedg-
ing policies are also discussed regularly in management
board meetings across the business areas. The Supervisory
Board is regularly informed of the amounts of risk.
to the consolidated financial statements, Note 45, p. 205ff.

Notes

Fuel price movements

In 2020, the oil price was on average 33% lower than in the
previous year. There has been no year-on-year change in the
risk of price fluctuations.

In the reporting year, the Lufthansa Group consumed around
3.7 million tonnes of kerosene. At around EUR 1,875m,
fuel expenses constituted a major item of expense for the
Lufthansa Group in 2020. Severe fluctuations in fuel prices
can have a significant effect on earnings. A change in the
fuel price of +10% (-10%) at year-end 2021 would increase
(decrease) the earnings of the Lufthansa Group by EUR 183m
(EUR -117m) after hedging.

The Lufthansa Group uses rules-based fuel hedging with
a time horizon of up to 24 months. This is aimed at reducing
fluctuations in fuel prices. Limited protection against higher
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prices is accepted in exchange for maximising the benefits
derived from any fall in prices. The Lufthansa Group uses
standard financial market instruments in fuel hedging. Hedges
are mainly in crude oil for reasons of market liquidity. The
instruments used will be settled by payments and will not
result in physical deliveries.

Fuel price hedging was suspended over large periods of 2020,
and no further fuel price hedges were entered into due to the
coronavirus pandemic and its impact on the predictability
of fuel demand. As a result of the capacity adjustments, the
fuel hedging concluded was in part not matched by any
underlying transactions. Earnings from fuel price hedges not
allocated to hedging are shown in the financial result.

As of 31 December 2020, there were crude oil and kerosene
hedges for 2021 in the form of futures and options that rep-
resented around 36% of the Group’s fuel consumption in
2019, the year before the crisis. For 2022, the hedging level
on the basis of 2019 fuel consumption was around 1%. As
fuel is priced in US dollars, fluctuations in the euro/US dollar
exchange rate can also have a positive or a negative effect
on reported fuel prices. US dollar exposure from planned fuel
requirements is included in currency hedging.

HEDGED OIL PRICE LUFTHANSA GROUP 2021"

in USD/bbl (as of 31 Dec 2020) Market price
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Exchange rate movements
Foreign exchange risks for the Lufthansa Group arise in
particular from international ticket sales and the purchasing
of fuel, aircraft and spare parts. All subsidiaries report their
planned currency exposure over a time frame of at least
24 months. At Group level, a net position is aggregated
for each currency to take advantage of “natural hedging”.
Twenty-three of the foreign currencies are hedged because
their exposure is particularly relevant to the Lufthansa Group.
Notes to the consolidated financial statements, Note 45,
p. 205ff.

Rating downgrade

Due to the enormous impact of the coronavirus pandemic,
the rating agencies lowered the Lufthansa Group’s credit
rating over the course of 2020. The rating agency Standard &
Poor’s currently assigns Lufthansa a non-investment-grade
rating of “BB-", while Moody'’s likewise rates Lufthansa in the
non-investment-grade range with “Ba2”. The rating agency
Scope, on the other hand, assigns Lufthansa an investment-
grade rating of “BBB-". All ratings are currently assigned

a “negative outlook”.

Further downgrades by the rating agencies would likely
have negative effects on the Company’s ability to finance
itself on the capital market. These effects include a reduced
market capacity for borrowing capital and increased financ-
ing costs. Measures to strengthen liquidity and ongoing
communication with the rating agencies should help avoid
further downgrades.

Exchange rate losses on pension fund investments
Pension fund investments are subject to price fluctuations on
international capital markets. However, the broad diversifica-
tion across many asset classes (including global equities and
fixed-income securities) does reduce the overall investment
risk to capital investments. Significant market volatility is
expected to continue in view of persistent uncertainties such
as the ongoing coronavirus crisis, the US trade war with China
and Brexit. Thanks also to the existing hedging mechanisms,
the risk of significant losses is still considered to be low.
Financial strategy and value-based management, p. 21ff.
Further information on opportunities from changes to retire-

ment benefits 7 Human resources, p.81.
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Risks arising from state aid and liquidity risks

To offset the severe revenue losses resulting from the coro-
navirus pandemic, the Lufthansa Group has taken advantage
of government support from Germany, Belgium, Austria
and Switzerland in order to secure the necessary liquidity of
the Lufthansa Group. 7 Financing, p. 43ff.

The loan agreements concluded with the KfW and syndicate
banks for the state aid from the Swiss government in this
context include the financial covenant of maintaining a spec-
ified minimum liquidity for each company. Breach of financial
covenants would result in termination of the loans granted.

At the Lufthansa Group, the Treasury department checks
the status of the available liquidity reserves on a daily basis.
A forecast for the coming months is also prepared as part of
the monthly forecast process, so that any potentially critical
liquidity situation can be responded to at an early stage with
appropriate countermeasures. If necessary, financing meas-
ures will be initiated to ensure compliance with financial and
commercial obligations.

Counterparty risks

The transactions completed in the course of financial
management give rise to default risks. The counterparty
default risk is continuously assessed using a system of
counterparty limits.

In addition, the transactions completed in the normal course
of the companies’ business give rise to further default risks
for receivables. This counterparty risk is also assessed contin-
uously on the basis of a risk assessment methodology.

In the context of the current crisis, the monitoring periods
were significantly shortened and a Group-wide integrated
reporting system with adjusted value limits was implemented
in order to keep the risks of default on customer receivables
as low as possible. In addition to the measures implemented
in the individual business segments, a Group-wide Credit
Risk Committee has been formed, which takes decisions in
advance on coordinated preventive measures such as calling
in collateral, limiting transactions or making advance payments
to individual counterparties, based on close monitoring.
Notes to the consolidated financial statements, Note 39,
p. 192ff.
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Company-specific opportunities
and risks

Failure to achieve assumed improvement in the

scope of ReNew

The Lufthansa Group is striving to achieve significant improve-
ments in efficiency and the cost base in all business units
within the framework of its restructuring programme ReNew
and the associated Group-wide programme ReStructure. The
planning process included intensive discussions with all of
the business units on the potential for improvement that had
been incorporated into the planning. All business units enter
the identified measures into a Group-wide tracking system.
The current scope of measures and progress in implementation
are discussed in monthly performance dialogues with each
business unit. This is discussed with the Executive Board
across the Group. Risks can arise despite intensive tracking
at both business unit and Group level. For one thing, it can
become apparent in the course of implementation that

the expected effects are smaller than initially assumed; for
another, the possibility exists that not enough additional
potential can be identified during the year, making it impos-
sible to achieve the agreed targets in full. In order to take
early countermeasures, the volume of identified measures

is compared against the targets on a monthly basis.

Human resources

INTERNAL AND EXTERNAL LABOUR DISPUTES

Many employees are on short-time work in view of the
drastically reduced number of flights currently offered by
the Lufthansa Group. This also applies to employees of non-
airline subsidiaries. Strikes would have little effect in this
environment and are likely to meet with little public under-
standing. For 2021, the risk of strikes is considered to be
low, both for the Group and in the airline industry as a whole.

COOPERATION BETWEEN WORKS COUNCILS AND LABOUR UNIONS
The success of structural measures depends heavily on
effective cooperation with co-determination within the
Company. The coronavirus pandemic has made it necessary
to introduce short-time work across the Company. It has
also highlighted the need for organisational restructuring,
including a possible reduction in staff through a redundancy
programme. Given the current tense economic situation,
these measures must be taken quickly. The risk consists in
an only partial or not timely agreement with the works coun-
cils. The same applies to the collective bargaining partners
with which employee contributions to overcoming the crisis
are negotiated.
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EMPLOYEE COMMITMENT

More than half of the Lufthansa Group’s workforce is on
short-time work at least one day a week. This situation is
expected to continue as demand for flights will not return

to pre-crisis levels in 2021. As a result, the (pro rata) loss of
work could lead to a weakening of how closely employees
identify with the Company. Employees who are not on short-
time work are working under significantly changed condi-
tions. In some cases, variable remuneration components and
special payments were cancelled and wages were reduced
as employee contributions to overcoming the crisis in order
to secure jobs. Finally, the build-up of restructuring and
transformation pressures can potentially lead to a loss of
confidence and a lack of orientation. There is the risk that
important sources of knowledge will quit the Company
because of the current remuneration outlook and the worsened
prospects. In order to maintain employee commitment, the
Lufthansa Group tries to communicate the need for these
measures by being completely transparent. Selected talents
are given particularly intensive support and are prioritised in
being given opportunities to work on restructuring projects.

STAFF STRUCTURE

Differences between strategic HR requirements, the existing
competences of employees and how they are distributed
across the companies in the Lufthansa Group constitute

a structural HR 