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Dr Mathias Dopfner
Chairman and
Chief Executive Officer
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“Win when you can, lose when you must, but never give up!” —

an appropriate motto for the year 2005. And what a year it was!

We invested a lot of time and energy into our attempt to acquire
ProSiebenSat.1. In December 2004, talks with the sellers got
underway, on August 5, 2005, the purchase contract was signed,
and on January 23, 2006, the German Federal Cartel Office rejected
the deal.

Was the entire effort all for naught? In the end was it a wasted year
for Axel Springer AG? | don’t think so. In fact, I’m convinced of
exactly the opposite. And | can offer some clear evidence of this.

In 2005 we again enjoyed record earnings, and with an EBITA
margin of 14.1 percent we achieved our objective for the first time:
Axel Springer AG is — according to published or available facts and
figures — the most profitable and most creative major publishing
house in Germany.

Two Strategic Growth Options

For the last five years our focus has been on two strategic growth
options: one involves internationalizing our print business, the
other branching out into the German TV sector. The willingness of
the current majority stakeholder to sell his shares of ProSiebenSat.1
presented an opportunity to pursue the second option. The objec-
tive was clear. By combining newspapers, magazines and television
we would have a platform from which we would be able to shape
future digital business. Access to video and written information

is the basis for creating and successfully marketing cross-media
products of the future: digital products for mobile communication
devices, Internet portals, and interactive TV.

The purchase contract would have given us 100 percent of the
common shares of ProSiebenSat.1 Media AG, and would have
allowed us — after a public tender offer to the preference sharehol-
ders — to fully integrate the company into our operations — and all
this at favorable conditions ranging from the purchase price to the
fact that the antitrust risk was born by the seller.
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From this point on everything appeared to go even more smoothly
than expected. The capital market was very receptive to the
transaction, the share prices of both companies rose. The earnings
picture developed better than anticipated, the debt level shrank
faster than planned. The vast majority of preferred shareholders
declined the cash offer. The financial burden tied to the transaction
fell from the original € 4.2 billion to € 2.8 billion. Within a half-
year the purchase price factor also declined significantly from 14.3
to 10.4 with respect to the EBITDA for the last twelve months,
respectively. This would have made it the least expensive TV deal
in recent years.

No Economic Damage Following the Takeover Attempt

But it was not meant to be. The deal was first rejected by the
Commission for Determining Concentration in the Media Sector
(KEK), then by the German Federal Cartel Office. The business
calculation models, criteria and market demarcation models remain
controversial today. In our opinion they are totally inaccurate and,
with respect to European antitrust law, detrimental to our loca-
tion. But it makes no sense to quibble about it now. The governing
bodies have spoken. And we have to respect their decisions. \We
will be good sports about it — and look to the future. This is easy,
because our business suffered no damage. The costs incurred in
pursuing the transaction have been almost fully recovered — thanks
to a profitable interest guarantee. Due to the numerous uncertain-
ties especially with regard to a possible application for a ministerial
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permit and the related unacceptable risks for all parties involved,
we decided on February 1, 2006 not to pursue the takeover attempt
any further. However, on February 23, 2006 we filed an appeal
against the prohibition notice of the German Federal Cartel Office
to achieve legal certainty for further acquisitions.

Spectacular Success at Home

It is astounding how focused and successful we have been in ex-
panding our core business and boosting its profitability despite all
of our takeover efforts. This is true for the national market where
BERLINER MORGENPOST and WELT am SONNTAG have, in
many respects, been the year’s big winners in the national news-
paper sector, and where they have achieved outstanding market
positions. Where BILD and BILD am SONNTAG, while already
enjoying a high level of success, were again able to generate record
earnings. And where WELT KOMPAKT has demonstrated that it is
possible to attract new, young readers with new newspaper formats.
But undoubtedly the most spectacular success on the national mar-
ket was recorded by TV DIGITAL. Circulation rose 40 percent to
1.7 million copies in the fourth quarter. And the nicest thing about
it is that this success was not at the expense of HORZU, which saw
its advertising business grow by more than 16 percent and its earn-
ings improve again.
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headquarters in Berlin

FAKT is Poland’s Largest Newspaper —
and it’s Profitable

We are very happy to report that business is going very well in
Eastern Europe, especially in Poland. The daily newspaper FAKT,
which we launched in 2003, has seen its circulation stabilize at
500,000 copies per day, thereby making it Poland’s largest newspa-
per. And that’s not all. FAKT shifted into the profit column in only
its second full year of operation. This makes FAKT the most suc-
cessful newspaper launch in recent decades. If we needed courage
to take our core expertise in the German mass newspaper market
and apply it abroad, we certainly found it in Poland.

Growth on the Internet

We are also very pleased with the success that we have enjoyed

in our online endeavors. BILD.T-ONLINE now generates a
double-digit yield on sales, and our classified advertising portals
IMMONET.DE, STEPSTONE.DE and AUTOBILD.DE are enjoy-
ing double-digit growth in the number of visits. Our position on
the Internet is very strong, compared to other German publishing
houses. But we cannot be satisfied to use this as a benchmark. Our
real competitors are eBay, Google and other online companies.
This is where the challenges of the future are to be found.

Strategic Decisions in Print and Distribution

At the beginning of July, Axel Springer, Arvato and Gruner+Jahr
merged their German rotogravure printing plants into the newly
founded and jointly owned company of Prinovis. The new
company, in which we hold a 25.1 percent stake, is the largest
illustration printing operation in Europe. We also entered into a
mailing service joint venture with Holtzbrinck, WAZ and Rosalia.
Our mailing service activities are now handled by the new jointly
owned company PIN Group. The German mail distribution market
promises to explode in the coming years after the monopoly on
mail delivery is fully abolished at the end of 2007. The objective of
our joint venture is to become second to Deutsche Post AG on the
postal services market.
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Record Earnings in 2005

These, dear shareholders, are only a few of the many highlights

of the past year. On the whole, it was the most successful year

in the history of our company. We grew in many ways. Our core
business surged ahead in a market environment that remains

rather subdued. Advertising and circulation revenues rose 2.4 per-
cent to € 2,165 million. Our EBITA of € 338 million is the highest
in company history. It is remarkable that these figures exceed the
previous year’s result, which included the one-time Kirch pay-
ment of € 93 million. Without this non-recurring effect the increase
would come to € 95, or 39 percent. Net income also set a new his-
toric record. At € 231 million it is € 83 million or 56 percent higher
than the previous record of € 148 million set in 2004. Net liquidity
also rose to € 327 million. The equity ratio of 45.4 percent is also
the highest in company history. And our share price rose from €

86 to € 108 over the course of the year for a 26-percent increase

in value. Finally, earnings per share of € 7.38 are the highest ever
achieved by our company. All of this indicates that Axel Springer is
very healthy indeed. With our record results we are well equipped
to grow and invest.

The structural challenges facing the media sector, in particular print
media, remain. On the one hand, we have seen that we can boost
circulation and market share faster and more profitably than ever
before by launching entirely new products. This is evidence of a
healthy business model. On the other hand, it is obvious that young
target groups can be quickly reached through digital sales channels.
And it is also evident that, given the prevailing antitrust law, the
growth potential for Axel Springer in Germany is limited.

Two Priorities: Internationalization and Digitization

Two opportunities are self-evident. Organic and inorganic growth
can best be achieved through internationalization and digitization.
These are our two top priorities for the coming years. We intend to
pursue these two objectives aggressively and prudently. The condi-
tions are good. Our company has the required management expert-
ise, financial reserves and strategic freedom of action. Following
years of negative growth, the market as a whole is again begin-
ning to show growth potential. There is more optimism about the
outlook for the economy and growth than there has been in a long

time. The Soccer World Cup promises to stimulate the economy

in the short term. But one can only speculate as to how long the
upswing will last and whether it will lead to structural change or
simply die out again. Our objective is to remain healthy and con-
tinue to operate profitably in order to secure long-term economic
and journalistic independence. Our employees play a decisive role
in our success. They do not simply internalize our corporate values
of creativity, enterprise and integrity; they live them.

I thank you for your trust in our company.

Yours,

Dr Mathias Dopfner
Chairman and Chief Executive Officer
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Report of the Supervisory Board

Dr Giuseppe Vita
Chairman of the Supervisory
Board

Born 1935, career milestones:
General Director of Schering
S.p.A., Milan/Italy; Chief Execu-
tive Officer and Chairman of the
Supervisory Board of Schering
AG, Berlin. Since 2001 on the
Supervisory Board, since 2002
Chairman of the Board.

The Supervisory Board monitored the execution of company busi-
ness by the Management Board in accordance with legal stipula-
tions and the provisions of the company’s articles of association. It
was provided with detailed and regular information on the current
situation and development of the company, important business
transactions and risk management at its own meetings, at the
meetings of its committees and through written and oral reports
by the Management Board. The Management Board also kept the
Supervisory Board informed about events of particular importance
between meetings. The Chairman of the Supervisory Board and
the Chairman of the Management Board met regularly to discuss
company operations.

The Management Board was consulted on matters of great
importance to the company, such as corporate planning, strategic
objectives, personnel planning and major investment projects. The
Supervisory Board also discussed significant individual matters of
particular importance for the further development of the company
and which affect legal matters and measures, which require its
approval in accordance with legal stipulations, the provisions of

the company’s articles of association and the rules of procedure of
the Management Board. This applies in particular to the company’s
budget planning.

The Supervisory Board held a total of six meetings during the peri-
od under review: three meetings during the first half of the calendar
year and three meetings during the second half of the calendar year.
Only three Supervisory Board members were unable to attend one
meeting each, and one Supervisory Board member was unable to
attend two meetings. The consultations of the Supervisory Board
during the 2005 financial year focused on: maintaining company
profitability by continuing restructuring measures; the expansion
and safeguarding of the company’s core brands, preparations for
developments on the market for free newspapers, the safeguard-
ing of the future of the company through the establishment of new
projects at home and abroad, efforts to acquire ProSiebenSat.1
Media AG including the financing thereof and all measures con-
nected thereto.

Among other things, the Supervisory Board also discussed the
financial statements and consolidated financial statements as of
December 31, 2005, the agenda for the 2005 shareholders” meet-
ing, corporate and investment planning for the 2006 financial year,
the examination of the efficiency of the work of the Supervisory
Board, and the implementation of the recommendations contained
in the German Corporate Governance Code.

German Corporate Governance Code

In December 2005 the Management Board and the Supervisory
Board issued their joint statement of compliance in accordance
with § 161 of the Stock Corporation Act (AktG) and made it avail-
able on the company web site on a permanent basis. Axel Springer
AG complies with the recommendations to a very large extent. The
statement of compliance appears on page 64 of this annual report.

Supervisory Board Committees

The Supervisory Board has an executive committee, a person-

nel committee and an audit committee. The executive committee,
whose responsibilities include publishing and journalistic matters
as well as issues relating to strategy, corporate planning, invest-
ments and the financing thereof (notwithstanding the responsibili-
ties of the Supervisory Board as a whole), met five times during the
period under review. The personnel committee, whose responsibil-
ities include the conclusion, alteration and termination of employ-
ment contracts with the members of the Management Board, met
twice during the period under review.
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The audit committee prepared the decisions of the Supervisory
Board concerning the adoption of the financial statements and
approval of the consolidated financial statements, reviewed the
interim statements and/or interim report, discussed issues in con-
nection with the auditors and examined risk management issues
and the activities of the internal auditor. The audit committee met
four times in 2005.

The Chairman of the Supervisory Board is chairman of the execu-
tive committee, the personnel committee and the audit committee.

Financial Statements and Consolidated
Financial Statements

PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprufungs-
gesellschaft, Hamburg, audited the financial statements and con-
solidated financial statements prepared by the Management Board
as well as the management report and consolidated management
report for the 2005 financial year and issued an unqualified opinion
thereof. The auditors issued a summary in which they concluded
that the Management Board has established a risk management
system that complies with legal regulations and that this system,

in principle, is capable of detecting at an early stage developments
that could threaten the existence of the company.

The aforementioned documents, the proposal made by the Manage-
ment Board regarding appropriation of the retained earnings and
the audit reports by PricewaterhouseCoopers Aktiengesellschaft
Wirtschaftsprifungsgesellschaft were punctually submitted to all
members of the Supervisory Board. The documents were discussed
in detail in the presence of the auditors at meetings of the audit
committee and Supervisory Board on March 7, 2006. The auditors
reported on the main results of their audit.

The Supervisory Board acknowledged and approved the results

of the audit. Following its own internal review the Supervisory
Board found no grounds to challenge the results. The Supervisory
Board approved the financial statements and consolidated financial
statements prepared by the Management Board. The 2005 financial
statements of Axel Springer AG have thereby been adopted.

The Supervisory Board agrees with the proposal made by the
Management Board concerning the appropriation of the retained
earnings.

The Management Board also provided the Supervisory Board

with the report on relationships with affiliated companies in ac-
cordance with § 312 of the Stock Corporation Act (AktG). The
audit report prepared by PwC Deutsche Revision Aktiengesell-

schaft Wirtschaftspriifungsgesellschaft, Hamburg, was also
made available to the Supervisory Board. The audit report reads
as follows:

“Following our conscientious audit and evaluation we confirm that
1. the factual details of the report are correct,
2. the amounts paid by the company for legal transactions listed

in the report were not unreasonably high.”

The Supervisory Board also reviewed this report by the Management
Board. It acknowledged and approved the auditors report on the report
by the Management Board. Following the completion of its own in-
ternal review, the Supervisory Board agrees with the declaration made
by the Management Board concerning the report in accordance with
§ 312, Paragraph 3 of the Stock Corporation Act (AKtG).

New Supervisory Board Elections

At the shareholders” meeting on April 20, 2005, Oliver Heine was
elected to replace Axel Sven Springer, who resigned his post at the
end of the 2005 shareholders’ meeting and whom the Supervisory
Board thanked for his work on the board.

Berlin, March 7, 2006
The Supervisory Board
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Supervisory Board

Dr Giuseppe Vita
Chairman of the Supervisory
Board

Leonhard H. Fischer
Member of the Management
Board of Crédit Suisse Group,

Switzerland, and Chief Executive

Officer of Winterthur Group

Prof. Dr Wolf Lepenies
University Professor, Berlin

Dr h. c. Friede Springer
Vice Chairwoman
Businesswoman, Berlin

Oliver Heine
Lawyer, Hamburg
(since April 20, 2005)

Dr Michael Otto
Chairman of the Management
Board of Otto (GmbH & Co.),
Hamburg

Dr Gerhard Cromme
Chairman of the Supervisory
Board of ThyssenKrupp AG,
Dusseldorf

Klaus Krone
Businessman, Berlin

Brian M. Powers

Chief Executive Officer of the
Investment Group Hellman &
Friedman, LLC, San Francisco,
California, USA
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Management Board

Dr Mathias Dopfner
Chairman and

Chief Executive Officer
Newspapers Division

Born 1963, Journalist.

Career milestones: Frankfurter
Allgemeine Zeitung; Gruner+Jahr;
Chief Editor of Wochenpost and
DIE WELT. Since 2000 on the
Management Board, since 2002
Chairman of the Board.

Steffen Naumann
Chief Operating Officer and
Chief Financial Officer

Born 1966, Master’s degree in
business administration and
economics. Career milestones:
Mc Kinsey & Company; Board
Member of Bertelsmann Buch
AG; Executive Vice President
and Chief Financial Officer of
Random House, New York. Since
2001 on the Management Board.

Dr Andreas Wiele

Magazines and International
Divisions

Born 1962, Lawyer.

Career milestones: Editor
Hamburger Morgenpost; Head of
Capital and Geo, Gruner+Jahr,
Paris/France; Executive Vice
President and Chief Operating
Officer of Gruner+Jahr USA Pub-
lishing, New York/USA. Since
2000 on the Management Board.

Rudolf Knepper
Vice Chairman
Printing and Logistics Division

Born 1945, Master’s degree in
engineering and business engin-
eering. Career milestones (since
1973 with Axel Springer): Head of
Technical Planning; Director of the
Printing Facility Hamburg; Head of

the Production Unit Offset Printing.

Since 1994 on the Management
Board, since 2002 Vice Chairman.



