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Introduction
What distinguishes the construction industry

from other sectors?
Individual production — unigque objects
= [ong preparatory stages, in some cases over several years
mm) high acquisition costs
= Constantly changing operating sites
= Change in services and further factors affecting projects
e.g. due to:
= customer requirements
= user requirements (tenants)
= geological changes

= weather factors

= hiih eaminis fluctuations
Werner PrieB3
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Introduction

What distinguishes the construction industry
from other sectors?
= Multi-year project terms - average project terms are:
= puilding projects 20 months
= civil projects 24 months
Mega-projects have even longer project terms:
= Gotthard base tunnel 240 months
= Taiwan HSR 65 months
= NBS Nurnberg Ingolstadt 105 months

= Execution of projects with partners (joint ventures)

Construction comparable with plant construction companies
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Joint Ventures

What are joint ventures (JVs) and why are they formed?

= JVs are companies founded in accordance with the German
Civil Code (BGB) with joint and several liability among 1 to n
partners and with autonomous accounting structures
= Formation of temporary JVs in order to execute an order
jointly
The reasons for the founding of a JV include:
= spreading of risk
= pooling of expertise
= pooling of capacity across companies

= client request
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Joint Ventures

How are joint ventures (JVs) depicted in the income

statement?

= Consolidation of JVs is not usual in the trade

= JVs are nevertheless depicted under sales at equity with their
external earnings (pursuant to JV balance sheet) according to
their degree of completion and the agreed shareholding

= Deliveries and services provided to the JVs by HOCHTIEF
are also included under sales

= 2004 Sales pursuant to income statement” EUR 2,216m
2004 Economic output including prorated

JV output EUR 2,594m

(*elimination of internal Group sales in the Annual Report of HT AG: EUR 130m)



Joint Ventures

Sample extract from the master data of a JV

Stammdaten

CA00052 Arge NBS BA Mitte Los B
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1. Projekt
Bez. Arge NBS BA Mitte Los B

4. Partner/Gemeinschaftsprojekt
4.1 Arge
HTC AG

Arge-Partner
PHILLIP HOLZMANN AG
BILFINGER + BERGER AG
STRABAG AG
WALTER BAU AG
HEITKAMP
WAYSS & FREYTAG AG
IL-BAU

Arge-+ Fuhrung

21,6%

21,6%
21,6%
11,8%
11,4%
4,0%
4,0%
4,0%

TGF

KGF
OGF
OGF
OGF
OGF
OGF
OGF
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Earnings Fluctuations due to Retrospective Valuation

HTC has a highly conservative approach towards the
valuation of retrospective claims

(based on the cautious valuation regulations set out in the German
Commercial Code - HGB)

IFRS already permits valuations leading to earnings improvements in
cases where negotiations mean that the granting of the order is

probable.

A distinction should be made in this respect between:
=Change orders > safe valuation
=Claims > unsafe valuation

HTC nevertheless takes a conservative approach in this respect and
generally only capitalizes retrospective claims following receipt of a
written commission.
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Earnings Situation in the Project Stages
Example: construction of a infrastructure project

ProleCt 300 T Commissioning Part 2 of package

= solution 20,8
earn | ngS re geolog. conditions
(EUR m)

200 +

Deviation between actual geology and that bid on:
Execution of unordered
claims-relevant works (VOB)

10,0

0,0 7

2 -6,8

-5,2
/ 1
-11,8

- Further geolog. deviations

1 with execution of unordered 3

-200 claims-relevant works

- Actual earnings improved after
order received for prior claims

-10,0

4 Commissioning of further
geology-related claims
(e.g. karst rehab, wall drainage)

-300 +
Geology: -28,8
- Standstill costs Commissioning Part 1, package
- Further execution of unordered -3338 solution
400 - claim-relevant works re. geolog. conditions
01/99 06/99 12/99 06/00 12/00 06/01 09/01 12/01 06/02 09/02 12/02 12/03
M Forecast earnings (end of construction) Earnings since start of construction

Werner PrieBB
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Security for Projects

Security is generally required from the construction company
for the project cycle from the acquisition to the warranty stage.
The most significant forms of security are:

= Bid guarantees 2-10 % of bid value

= Performance guarantees 10 % of order value

= Advance payment guarantees 100 % of bid value

= Distribution guarantees 100 % of distribution
= Warranty guarantees 2-10 % of order value

= Term: generally 5 years, in exceptional cases 10 years

The company endeavors to achieve continuous contracts

in its contract negotiations with subcontractors.
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Security for Projects

Degree of coverage provided by subcontractor guarantees

60% -

50%:-

40% -
B Warranty
30%- I Advance
payment
] Performance
20% -

10%

0%-

as % of guarantee volume

Werner PrieB CM
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Security for Projects

Guarantee volume as % of economic value of work done

B Total

O Performance

@ Warranty

O Distribution

B Advance payment
O Credit facility

B Misc.

as % of work done

Werner PrieBB CMD
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Security for Projects

The guarantee credit line of
EUR 1,650,000,000.00
agreed with a consortium of banks within the framework of the

Syndicated Guarantee Facility (SGF) is available.

The Syndicated Guarantee Facility was negotiated in the
second half of 2004 and agreed on 12.20.2004.

Werner PrieB CMD 10.2005 Nr. 12
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HOCHTIEF
Euro 1,650,000,000
Syndicated Guarantee Facility

. A
p ABN-AMRO citigroup) Seounmes T ANK Beveschsloenk
{ Dresdner Kleinwort Wasserstein m D Z B AN K HVB Gl‘Ol]p 3 E T;'lg F{ot?raldBank 'ANGS’{LB
— W # of Scotlan

Werner PrieBB CMD 10.2005 Nr. 13
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General conditions

= HOCHTIEF Construction AG,

» HOCHTIEF Projektentwicklung GmbH,

= HOCHTIEF AirPort GmbH,

= HOCHTIEF Facility Management GmbH,

» HOCHTIEF Gebaude Management GmbH & Co. oHG,
» Lufthansa Gebaudemanagement

= PPP Solution GmbH

Utilization Purpose Issuing of guarantees and sureties for payment

3 years, with extension options of 2 x 1 year

= HOCHTIEF Aktiengesellschaft, Essen
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Payment Arrangements for Projects

Construction projects, especially those for public sector clients,

are generally remunerated in line with the progress made.

Other payment arrangements are also negotiable in the case of

private clients:

= Advance payments mmmp  Major fluctuations in
financial funds
= Payment in line with payment schedules
* Financing by HTC
generally refinanced by banks

= Security deposits over and above the guarantee structure



Corporate Division (IFRS)

ELR million

31.12.2004

Intangible assets
Froperty, plant equipment
Financial assets

Fixed Assets

lventories

Mon-invoiced constr, work
Cther inventories
Receavables

and cther assets
Marketable securities

(of current assets)

Cash and cash equivalents

Current Assets

Deferred tax asssets/
prepaid expenses

ASSETS

Subscirbed capital
(capital) reserves
(Qroup) reserves
(group) unappropriated
net profit

Minority interests

Shareholders Equity

Pension pravisions

cther provisions

Provisions

Liabilities

Deferred tax liabilities
deferred income

PASSIVA

HOCHTIEF
Balance Sheet of HTE Corporate Division as of 31 Dec. 2004
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Balance Sheet of HTE Corporate Division as of 31 Dec. 2004

The Key balance sheet items affected by the construction

business are:

= Receivables and other assets
= QOther provisions

= [jabilities

The most important IFRS valuation regulation
is IAS 11 “Production Orders”

= HTC reports project earnings in line with degree of completion

= | osses are anticipated immediately



