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Syzygy AG.

The Syzygy group enjoyed a very positive third quarter,
generating double-digit sales growth compared with the
prior-year quarter. The revival in new business in the first
half of the year produced a significant increase (+10.5%) 
in sales in the third quarter. Compared with the second
quarter of 2005, the growth rate was 6.3%.

Business with existing customers continues to provide a
base for ongoing business development at the Syzygy group
and further improved in the third quarter. In the first nine
months, Syzygy generated 88% of sales through its ten
largest customers. In the comparable period in 2004, 
this figure was 90%.

Average annual revenue per employee as at 30 September
2005 was kEUR 125, and thus unchanged from the
comparable prior-year period (kEUR 125).

Segment Reporting
In the comparable reporting period, the allocation of sales
between the operating subsidiaries in Germany and the 
UK shifted in favour of the German subsidiary, which now
generates 52% of total Syzygy group sales, while the UK
subsidiary accounted for the remaining 48% of sales. 

Syzygy Deutschland GmbH
Developments at the German subsidiary were particularly

positive. Here, at kEUR 2,442, sales were 19.4% higher 
than in the prior-year quarter, and with kEUR 6,468 about
9.7% higher than the comparable prior-year period. As at 
30 September 2005, EBIT was kEUR 1,000 compared with 
kEUR 878 in the previous year. The resulting EBIT margin 
for the reporting period was 15.5%, as against 14.9% in the
prior-year period.

Syzygy UK Ltd.
The UK subsidiary increased its sales by 2.8% to kEUR 5,986
(prior year kEUR 5,821). EBIT in the reporting period
amounted to kEUR 453, compared with kEUR 663 in the
previous year. Here it should be noted that restructuring

Sales.

nn Consolidated revenues on a quarterly basis

nn EBIT development in %
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EBIT and sales development on a quarterly basis
(2003–2005)

in kEUR 3rd Quarter ∆ Prev. Yr. Jan.-Sept. ∆ Prev. Yr.

2005 2004 2005 2004

Sales 4,458 4,035 10.5% 12,454 11,715 6.3%

EBITDA 517 458 12.9% 1,348 1,316 2.4%

EBIT 342 312 9.6% 874 870 0.5%

Net income for the period 751 663 13.3% 2,145 2,013 6.6%

EBITDA margin 11.6% 11.4% +0.2 pp 10.8% 11.2% -0.4 pp

EBIT margin 7.7% 7.7% 0.0 pp 7.0% 7.4% -0.4 pp

Earnings per share (in EUR) 0.06 0.06 0.0% 0.18 0.17 5.9%

Number of employees (average) 135 128 5.4% 133 128 3.9%

Revenue per employee (annual average) 132 126 4.8% 125 125 0.0%

Liquid funds and securities 47,923 47,327 1.3% 47,923 47,327 1.3%

Cash flow from operating activities 542 1,552 -65.1% 2,517 3,809 -33.9%
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expenditure reduced the operating result (EBIT) in the first
quarter. Consequently, the EBIT margin fell from 11.4% to
7.6% in the reporting period. 

Syzygy Holding Companies
In the period under review, Syzygy AG and Mediopoly Ltd.
reduced their costs by kEUR 92 compared with the previous
year. This is primarily attributable to cost savings from
service providers.

Syzygy AG acts as a service company for the subsidiary
companies in the areas of strategy, controlling, accounting,

Profit.Sales.

IR&PR and human resources. Mediopoly Ltd. is an interim
holding company that has held shares in Syzygy UK Ltd
since 1996. Further notes on Mediopoly can be found in the
2004 annual report from page 30 onwards.

Syzygy Group
EBIT for the first nine months of 2005 was kEUR 874, and
thus slightly higher than the operating income achieved in 
the comparable reporting period (kEUR 870). In a strong
third quarter, profits increased by 10% to kEUR 342 and thus
more than compensated for the weaker operating perfor-
mance in the first quarter of 2005. The first quarter of 2005

was negatively impacted by a one-off restructuring expen-
diture incurred in the UK. Fixed asset depreciation in the
reporting period was kEUR 474, around 6.3% higher than
the previous year’s figure (kEUR 446). Financial income
increased by kEUR 228 compared with the prior-year period
to kEUR 2,515. After income taxes of kEUR 1,244, net
income was kEUR 2,145, corresponding to an increase of
6.6% against the comparable prior-year period. 

n Automotive 67%
n Telecommunications/IT 17%
n Financial services 5%
n Retail 2%
n Others 9%

Sales allocation by vertical market
(9M-2005)

n Germany
n United Kingdom

Sales allocation by country
(9M-2005)

in kEUR 30.09.2005 30.09.2004

Sales

Germany 6,468 5,894

United Kingdom 5,986 5,821

Holding companies 0 0

Total Sales 12,454 11,715

EBIT

Germany 1,000 878

United Kingdom 453 663

Holding companies –579 –671

Total EBIT 874 870
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to diversify risk, 64% of liquid assets are invested in cor-
porate bonds, 22% in mortgage bonds, 7% in government
bonds and 5% in short-term investments. The average
weighted time to maturity of the portfolio is around 5 years.
The remaining 2% correspond to the company’s own shares,
which were purchased by 30 September 2005. 

Investments.
Investments in the reporting period amounted to kEUR 631
and are thus kEUR 121 higher than at the end of the
previous year. Investments mainly related to additions to
hardware and software.

At the end of the reporting period, cash flow from operating
activities was kEUR 2,517. The main contributing factors
here were net income of kEUR 2,145, depreciation of kEUR
474, increases in tax provisions of kEUR 614 and higher 
cut-off date related liabilities and provisions of kEUR 601.
Some of the increase in liquidity is tied up in accounts
receivable, which increased by kEUR 743. In addition,
customer advances of kEUR 540 were received.

In the first nine months, liquidity reserves fell by kEUR 2,127
compared with as at 31 December 2004. At the reporting
date, liquidity amounted to EUR 47.9 million, producing a
current cash portion of EUR 4.06 per share. The dividend
distribution of EUR 0.22 per share carried out on 3 June
2005 resulted in a cash outflow of kEUR 2,642. Syzygy also
purchased 197,793 of its own shares on the reporting date 
of 30 September 2005, resulting in a fall in liquidity of kEUR
929. Adjusted for the dividend distribution and the repur-
chase of shares, liquidity increased by around EUR 1.4
million. An average annual yield of 6.8% was generated in
the reporting period on average liquidity reserves. In order

Liquid Assets. Investments.Cash Flow.

n Corporate bonds 64%
n Mortgage bonds 22%
n Government bonds 7%
n Short-term investments 5%
n Own shares 2%

Portfolio structure of cash and 
marketable securities (as of 30.09.2005)

n Cash flows in 2004
n Cash flows in 2005

Development of operating cash flows 
on a quarterly basis (2004–2005)

in kEUR
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The technology area employs the highest percentage of staff
(35%). Around 22% of employees work in project manage-
ment, and around 6% are employed in strategic consultancy.
The design department accounts for around 24% of the
workforce and administration department for around 13%.
Syzygy also employs four trainees in the design department.

Own shares
On 19 August 2005, Syzygy announced a share buyback
programme with a potential total volume of up to EUR 1.6
million. As at 30 September 2005, 197,793 own shares had
been purchased at an average price of EUR 4.70 per share.

Own shares are reported as reserves in equity within the
balance sheet, meaning that both liquid assets and equity
are reduced by kEUR 929.

Directors’ Holdings
Directors’ Holdings are treasury stocks and options held by
the Management and Supervisory Boards.

Two transactions were concluded by Board members during
the reporting period. The treasury stocks held as at 30
September 2005 are shown in the following table:

Employees. Treasury Stocks.

Syzygy is a service company and therefore did not incur any
research and development expenditure in the reporting
period.

Employees.
At the end of the third quarter, Syzygy employed on average
135 employees, seven more than on 30 September 2004. 
In order to optimise efficiency, peak order level periods in 
the two subsidiaries were managed by taking on up to ten
freelance employees. Particularly in the German company,
increasing use was made of self-employed staff in the third
quarter.

Employees by function
(as of 30.09.2005)

n Technology 35%
n Project management 22%
n Design 24%
n Administration 13%
n Strategy/Consulting 6%

Number of shares 30.09.2005 31.12.2004

Management Board:

Marco Seiler (CEO) 611,779 611,779

Frank Wolfram (CTO) 5,000 10,000

Supervisory Board:

Michael Mädel (Chairman) – –

Wilfried Beeck – –

Adriaan Rietveld 10,000 –
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Business with new customers is continuing to develop
positively in Germany. Regarding the subsidiary in UK,
Syzygy expects increasing sales in 2006. The backlog of
orders for the fourth quarter is higher than the figures 
for the comparable prior-year quarter. As a result, Syzygy
expects sales figures to rise in the final quarter of 2005. 

Syzygy confirms its forecasts for the 2005 financial year, 
and expects to generate earnings per share of EUR 0.24.

The identification of individual risks is split into various 
risk categories. Risks are identified, quantified and quali-
tatively evaluated using standardised, group-wide manage-
ment, planning and reporting systems. On the basis of 
the information currently available, no indications of risks
that would jeopardize the further existence of Syzygy AG 
and its subsidiaries have been identified. Risk factors relate 
to general economic developments, the type of service
business and the dynamics of the market for Internet
services. The individual risks and risk factors are explained
in more detail on pages 24 and 25 of our 2004 annual report. 

Outlook.Risk Management.

Options
No new option rights were granted in the reporting period. 
A total of 4,200 options have been exercised. 93,710 options
have forfeited due to employees leaving the company. As a
result, the number of outstanding options has fallen to
411,304 (see tables below).

Shareholders Structure
In the third quarter of 2005, EsNet, Ltd. and E-Net Two, L.C.
sold their shares, which together totalled 23%. The WPP
group continues to hold 24.9%, and Marco Seiler 5.1%, of the
outstanding shares. Consequently, the free float has now
increased to 70%.

Number of options 30.09.2005 31.12.2004

Management Board:

Marco Seiler (CEO) 35,000 35,000

Frank Wolfram (CTO) 118,000 118,000

Supervisory Board:

Michael Mädel (Chairman) – –

Wilfried Beeck – –

Adriaan Rietveld – –

Number of options 30.09.2005 31.12.2004

Employees Syzygy Group 258,304 356,214 n Freefloat 70.01%
n WPP 24.90%
n Marco Seiler 5.09%

Shareholders structure
(as of 30.09.2005)
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* Diluted earnings per share refers to a share number of 12,426,304 (prior year: 12,551,514 shares) and implies that all granted options 
are exercised.

1. Principles for the presentation of accounts
The consolidated financial statements of Syzygy AG and the
Syzygy Group have been prepared in accordance to the US
Generally Accepted Accounting Principles (“US-GAAP”).

2. Consolidated entities
The consolidated financial statements of Syzygy AG include
all subsidiaries in which the parent company holds a direct
or indirect majority of voting rights. No changes have 
occurred within the consolidated entities at 30 September
2005 respectively 31 December 2004.

3. Significant accounting policies
The significant accounting policies are presented in the
annual report 2004 and unchanged in their application. 
For this reason, further reference is made to pages 31 to 
34 of our annual report.

Consolidated Income Statements.Notes.

in kEUR 3rd Quartaer ∆ Prev. Yr. Jan.-Sept. ∆ Prev. Yr.

2005 2004 2005 2004

Sales 4,458 4,035 10.5% 12,454 11,715 6.3%

Cost of consultancy sold -2,824 -2,572 9.8% -7,928 -7,402 7.1%

Sales & Marketing -450 -354 27.1% -1,244 -1,014 22.7%

General and administrative expenses -888 -905 -1.9% -2,491 -2,646 -5.9%

Other operating income/expenses, net 46 108 -57.4% 83 217 -61.8%

Operating income 342 312 9.6% 874 870 0.5%

Financial income 827 718 15.2% 2,515 2,287 10.0%

Income before taxes 1,169 1,030 13.5% 3,389 3,157 7.3%

Income taxes -418 -367 13.9% -1,244 -1,144 8.7%

Net income 751 663 13.3% 2,145 2,013 6.6%

Earnings per share (basic in EUR) 0.06 0.06 0.0% 0.18 0.17 5.9%

Earnings per share (diluted in EUR)* 0.06 0.05 20.0% 0.17 0.16 6.3%
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* Contingent Capital kEUR 1,185 (prior year: kEUR 1,194)

Consolidated Balance Sheets.

Liabilities in kEUR 30 September 31 December

2005 2004 2004

Current liabilities

Accounts payable and accrued expenses 1,979 1,850 1,378

Custumer advances 45 0 585

Tax accruals and liabilities 2,352 1,166 1,739

Other liabilities 480 485 385

Total current liabilities 4,856 3,501 4,087

Shareholders’ equity

Common stock* 12,015 12,006 12,011

Additional paid-in capital 35,862 36,341 35,839

Own shares -929 0 0

Accumulated other comprehensive income 1,050 1,234 1,519

Retained earnings 1,784 1,399 2,281

Total shareholders’ equity 49,782 50,980 51,650

Total liabilities and shareholders’ equity 54,638 54,481 55,737

Assets in kEUR 30 September 31 December

2005 2004 2004

Current assets

Cash and cash equivalents 808 1,704 1,386

Marketable securities 47,115 45,623 48,664

Accounts receivable, net 3,086 3,097 2,343

Prepaid expenses and other current assets 2,293 2,743 2,165

Total current assets 53,302 53,167 54,558

Non-current assets

Fixed assets, net 1,189 1,135 1,032

Other non-current assets 147 179 147

Total non-current assets 1,336 1,314 1,179

Total assets 54,638 54,481 55,737
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Consolidated Statements of Cash Flows.

in kEUR 30. September

2005 2004 31.12.2004

Net income 2,145 2,013 2,895

Adjustments of non-cash effects:

– Stock-based compensation expenses 0 6 0

– Depreciation and amortization 474 446 578

Changes in assets and liabilities:

– Accounts receivable -743 -388 366

– Prepaid expenses and other current assets -128 653 1,231

– Customer advances -540 -34 551

– Accounts payable and accrued expenses 601 416 -56

– Tax accruals and liabilities 614 434 484

– Other liabilities 94 263 163

Cash flows from operating activities 2,517 3,809 6,212

Investments in fixed assets -631 -510 -539

Changes in other non-current assets 0 0 32

Purchases of marketable securities -4,507 -2,423 -2,423

Proceeds from sale of marketable securities 5,737 17,544 14,884

Cash flows used in investing activities 599 14,611 11,954

Capital increase from employee stock option plan 27 0 37

Dividend -2,642 0 0

Purchases of own shares -929 0 0

Capital reduction 0 -18,000 -18,000

Cash flows from financing activities -3,544 -18,000 -17,963

Exchange rate differences -150 157 56

Total -578 577 259

Cash and cash equivalents at the beginning of the year 1,386 1,127 1,127

Cash and cash equivalents at the end of the period 808 1,704 1,386
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Statements of Changes in Shareholders’ Equity.

in kEUR No. of shares
issued and

outstanding

Common
stock

Additional
paid-in
capital

Own
shares

Compre-
hensive
income

Accum. other
comprehensive

income

Retained
earnings

Total
equity

01 January 2004 12,000 12,000 35,401 1,324 -614 48,111

Net income 2,895 2,895 2,895

Exchange rate differences 56

Unrealized gains on marketable securities 139

Other comprehensive income 195 195 195

Comprehensive income 3,090

Deferred taxes 412 412

Capital increase from employee stock option plan 11 11 26 37

31 December 2004 12,011 12,011 35,839 1,519 2,281 51,650

01 January 2005 12,011 12,011 35,839 1,519 2,281 51,650

Net income 2,145 2,145 2,145

Exchange rate differences -150

Sale of marketable securities

Unrealized gains on marketable securities -319

Other comprehensive income -469 -469 -469

Comprehensive income 1,676

Own shares -929 -929

Distribution of dividends -2,642 -2,642

Capital increase from employee stock option plan 4 4 23 27

30 September 2005 12,015 12,015 35,862 -929 1,050 1,784 49,782
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