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Other Financial Figures

n WPP 24.9%
n Marco Seiler 5.1%
n Own Shares 2.9%
n Freefloat 67.1%

Fig. 2.1, page 26
Shareholders’ structure 
as of 12/31/2005

2004

– 20%

– 15%

– 10%

– 5%

10,000 –

7,500 –

5,000 –

7,
79

5

7,
92

9

UKD

nn Consolidated revenues in kEUR
nn EBIT margin in %

Fig. 2.3, page 34
Sales, EBIT margin by region
2004



n Automotive 66%
n Telekommunications/IT 18%
n Financial services 5%
n Retail 2%
n Others 9%

Fig. 2.4, page 34
Sales allocation by vertical market 
2005

n Corporate bonds 76%
n Mortgage bonds 13%
n Government bonds 7%
n Fixed-term deposit 4%

Fig. 2.5, page 35
Portofolio structure of cash 
and marketable securities 
as of 12/31/2005

0402 03 05

2,
57

2

6,
21

2

4,
23

1

3,
31

8

01

34
0

Fig. 2.6, page 35
Development of operating cash flows

n Cash flows 2001-2004 in kEUR
n Cash flow 2005 in kEUR



0402 03 05

12
5

12
2

12
0

11
9

01

11
1

Fig. 2.8, page 36
Sales per employee

n Technology 33%
n Design 24%
n Project management 22%
n Administration 12%
n Strategy/Consulting 5%
n Online marketing 4%

Abb 2.9, page 36
Employees by function 
2005

Total liabilities 
and equity

Total assets

Fig. 2.7, page 35
Structure of the balance sheets
as of 12/31/2005

n Non-current assets 3%
n Current assets 97%
n Current liabilities 7%
n Equity 93%

n Sales 2001-2004 in kEUR
n Sales 2005 in kEUR 
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Board Members’ Statement

Marco Seiler
CEO

10 years of Syzygy. 

10 years that’s seen new ways 
to interact, new ways to buy, 
new ways to sell and significant
growth for us.
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Frank Wolfram
CTO

10 years of Internet applications.
Already? Only!
It remains exciting.
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Dear Shareholders,

The 2005 financial year was a positive one. In 
the second half of the year in particular, our
business exceeded expectations, above all in
Germany. We increased Group sales compared 
to the previous year by 7 per cent to EUR 16.7
million and the operating income by 14 per cent
to around EUR 1.2 million, which represents 
an EBIT margin of 7.2 per cent. The financial
income was strong again, amounting to EUR 3.3
million, and resulted after taxes in a net income 
of approx. EUR 3.0 million. This represents
earnings per share of EUR 0.25, slightly above 
our expectations. 

Business development
The German subsidiary performed excellently,
achieving the announced higher growth rates.
Syzygy Deutschland increased its sales by 18 per
cent compared to the previous year. In the second
half of 2005, the increase was as high as 25 per
cent compared to the corresponding period of 
the previous year. This positive development was 
the result of new client wins and increased
investments by existing clients. 

In the UK, we took steps as announced to pave 
the way for an improved business development in
the future. In June 2005, a new managing director
was appointed. We are confident that the UK
subsidiary will also be able to achieve double-digit
growth rates in 2006. We are on the right track to
succeed in this extremely attractive and mature
market.
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Quality – at the highest level
Syzygy again achieved outstanding results in client
evaluations and is often the benchmark by which
quality of service is judged. In industry-specific
rankings, we are one of the top service providers
in our specialist area in Germany and the UK.

Strategy for the future – expanding our
businesses
New disciplines have arisen in our industry and
we are already catering for them (further details 
in the article below). These include important
online marketing instruments such as search
engine marketing, affiliate marketing and e-mail
marketing. We have created departments for
these disciplines in the UK and Germany to be
able to service existing clients at the highest level
and open up new growth fields for our company.
We are currently investigating other areas such as
community marketing. Community marketing is
establishing itself as a new marketing tool and is
concerned with virtual communities and social
networks. For many important brands it is a key
instrument for the future, given the fact that
almost every young person in the USA belongs 
to a virtual community. Community marketing is 
a very specific online marketing competence,
which will clearly differentiate Syzygy from, say,
traditional agencies. This will be an important
competitive advantage for the future.

Strategy for the future – anorganic growth
The market for interactive services in Germany
and the UK has reached a level of maturity that
considerably increases the attractiveness for
acquisitions. We are confident that we can achieve
anorganic growth in the current financial year 
as well. 

Outlook
Our confidence about the future is underlined by 
a forecast for double-digit sales and earnings
growth in the current financial year. 

We would like to extend our heartfelt thanks to
the Syzygy employees for their passion, loyalty
and tireless commitment. Our thanks also go the
members of the Syzygy AG Supervisory Board,
who have for years provided support in word and
deed. Last but not least, we thank our clients 
and you, the shareholders of Syzygy AG, for your
trust in us. You are part of our endeavour to 
shape the future of the digital economy.

The Management Board



Arrive

In the competition for time and attention,
interactive marketing is outstripping traditional 
forms of advertising.

Advertising is getting louder, but consumers
aren’t really listening. However, you can use the
Internet to appeal to them – provided you talk
their language and know their needs.

Interactive Marketing
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The media landscape has changed rapidly in
recent years – and with it, the consumers’
perception and habits. Time is becoming an 
ever scarcer commodity, which no one wants 
to get taken from. 

The figures speak for themselves: every day, we
are confronted with an average of 3,500 pieces 
of information, and every week we watch 400 TV
adverts. Or we look away: 60 per cent of German
TV viewers switch channels when adverts appear,
and 92 per cent of digital video recorder owners
choose to edit out the adverts. Evidently, com-
panies have to accept the fact that an over-
whelming majority of their advertising output 
goes unseen and unheard. Nonchalantly ignored
by consumers, who are becoming more sophisti-
cated, selective and in control when it comes to
media consumption.

›› More media, less attention
Media consumption is constantly growing: the
average German spends 600 minutes – an
incredible 10 hours – every day consuming a wide
range of media, from the TV to the iPod. Of
course, this only works if a lot of it is simply in the
background: the radio creates a good mood at
breakfast, during the daily soap we make tele-
phone calls or surf on the Internet. The days when
a medium could rely on a person’s undivided
attention are a thing of the past.

›› We admit it: we have contributed greatly 
to this development

The Internet has created a new form of awareness
and new habits. Increasingly sophisticated offers
attract and involve the user, digital media are
opening up brand new horizons of experience.
Information is available faster, 24/7 and the user
is free to choose. You can now shop, transfer
money, order tickets and bid for collector’s items
long after closing time. Even for less technically
adept target groups, this is now part of their
everyday lives.

›› Option for more
This development is accelerating rapidly and
technical innovations are playing a major role.
Ever wider bandwidths are providing faster
Internet access and thus a more positive online
experience. Broadband is making great strides in
this respect. When you consider that broadband
users spend much more time on the Internet than
users of narrow-band Internet connections, it is
not hard to look into the future: consumers will
transfer more of their leisure activities to the
Internet, where the prevailing habits of con-
sumption and perception will transfer to other,
traditional media. 

›› The Internet has started a substitution
process that can no longer be contained

The use of the Internet has come at the expense
of the traditional media. After 10 a.m., it is already
the second most popular medium. For those
under 30 in particular, the reach of print media is
fast declining. Younger target groups naturally
obtain information from the Web and no longer
from printed newspapers. Companies seeking to
transmit messages in the future and to maintain 
a presence on the market cannot afford to ignore
this trend.

›› The marketing of the future is interactive,
honest and relevant

Youngsters are already spending more time on
the Internet than in front of the TV. The result:
passively receiving information is considered a
waste of time. These consumers are usually only
attentive when active. As soon as advertising gets
boring, they have been lost. But the responsible
consumer is also a reality in the older generation.
Today’s customers are self-confident and
discerning. They want to act for themselves and
be asked their opinion. And even if they are not
asked, they will give their opinion anyway, on
online forums or their own website. This is a fact
of life. Companies would be well advised to focus
on this and adapt their marketing strategies
accordingly.

Interactive Marketing
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›› Authenticity is in demand
Therefore the motto is: not louder, but more
authentic. That is the only way to reach customers 
in a knowledgeable society. It also means that
communication must be tailored to requirements,
individual, personal, trust-building. These are
hard times for traditional mass marketing. 

›› Democratisation and transparency
High street prices of sought-after products can 
be obtained with just a few clicks in price search
engines or on eBay. Product quality and consumer
feedback is not obtained from advertising but
from private reviews. Anyone can write or read
reviews with ease on the website of online book-
seller Amazon. This is what makes it so difficult
for advertisers. And at the same time so simple
for them, because today’s consumer is not only
responsible but also realistic.

›› Emerging forms of advertising
The good news is that advertising no longer needs
to disguise itself. At the right time and in the right
place, it is a genuine aid. All it has to be is rele-
vant. As an example, on the Google website – now
by far the most popular Internet search engine –
advertising spots can be booked by keywords.
Users wanting to send flowers can also view
relevant adverts next to the search results.
Obvious yet fruitful advertising: such adverts can
achieve a much greater degree of attention and
acceptance than traditional magazine adverts. 

›› Brands and media of the future
Marketing decision-makers are increasingly
becoming aware of the fact that by concentrating
on classic marketing tools, they can no longer
achieve the desired brand loyalty. In the medium
term, therefore, the proportion of online activities
in the overall advertising budget will triple from 5
per cent to an impressive 15 per cent. We predict
that by 2015, interactive marketing will dominate
the communication landscape and has overtaken
traditional marketing.

›› A new Internet age has begun
In 2005, we celebrated our tenth anniversary. 
In the same year, the Internet experienced a new
boom: experts are already talking about a new
Internet age called Web 2.0. The medium is enjoy-
ing a powerful boost. New trends are emerging,
giving the industry above-average growth. As the
younger generation is making a significant
contribution to this development, this is just the
start. 

›› Virtual communities are part of everyday life
Virtual social networks or communities are a
standard part of social life today. Myspace.com 
is a symbol of modern youth culture: some 60
million young people communicate with each
other here, and the usership is growing by 200,000
every day. More and more Internet users main-
tain an electronic diary, a Weblog, where they
regularly record personal experiences and 
observations. Private individuals are becoming
publishers. 

›› Good prospects: new business areas,
growing demand, increasing sales

Numerous innovative marketing forms are 
establishing themselves. Along with the above-
mentioned, search engine marketing, affiliate
marketing and community marketing are growing,
as are other forms. We can only benefit from
them, since our agency has from the very start
analysed emerging trends, developed appropriate
solutions and integrated them in our range of
services. We will also play an active role in
shaping these new forms. For the success of 
our clients. And our shareholders. 
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Enthusiasm

Ask interesting questions. Find inspirational
answers. Make the right decisions. 

Our projects are so varied but they all have 
a common denominator: a combination of
emotional design and intelligent technology. 
We create solutions that affect people and
simplify processes. And offer our clients
measurable success.

We love what we do.



Case Studies

13



14

Case Studies

www.mazda.co.uk

Interaction is the new currency 
of branding: the more active 
the interaction with a product,
the stronger the personal 
bonding with the brand.
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Continuity

We’ve supported
Mazda throughout
Europe since 1999. 
It’s a close and
trusting relationship
between client and
agency.

New European Internet
presence for Mazda

Integrate
The websites we’ve created combine product
information and sales-oriented campaigns,
supported by model-specific microsites. Large,
interactive images provide the setting for an
emotional brand experience, and intuitively guide
users to the various models. It’s an ‘edutainment’
concept that perfectly meets the target group’s
expectations and habits.

Knowing instead of guessing
Tests supported the project from concept to
launch. In our Usability Lab, we tested relevant
components such as layout, user guidance and
wording with representative focus groups. The
result: information’s presented in a targeted
manner and at the right time. Fluid navigation
creates the desired feeling of flow for the user.
And an intense experience emerges, in which 
they can interact with brand messages.

Act
Mazda’s legendary Zoom-Zoom spirit can now be
experienced on the Internet. Our solution works 
in a way to maintain potential buyers’ interest 
over time. For example, visitors can reveal their
favourite Zoom-Zoom moments, while Mazda 
MX-5 fans can share their enthusiasm in an online
community. The Mazda brand becomes a partner
through all phases of the customer lifecycle, 
up to purchase and beyond.  
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www.london2012.com

If people read a website almost like
a virtual newspaper, the content
must be managed quickly, flexibly
and simply.
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Victory

London gets the vote to
host the 2012 Olympic and
Paralympic Games. And
our work’s rewarded with
New Media Age’s ‘Most
effective public sector
website 2005’ award.

London 2012. Official
website for the bid to
host the Olympic and
Paralympic Games
Activation
Our website accompanied the spectacular ‘Leap
for London’ campaign. We used dialogue
elements to arouse people’s enthusiasm online.
These worked, superbly. Within the first four
months, thousands of visitors registered their
support for the bid: a factor taken into account 
by the International Olympic Committee (IOC) 
in its decision.

Lift-off
We designed and built the entire website in just
eight weeks. Quite an achievement, when you
consider it had to appeal comprehensively to
various target groups, including journalists and
the IOC as well as the general public. Given this
production time, our process model proved its
worth with clearly defined milestones. We’re
especially proud of one factor: the website has
been created with accessibility in mind, and thus
appropriate for the Paralympic Games.

Growth
Easy to maintain and vibrant: a content manage-
ment system enables several editors to update
articles simultaneously, without needing any
programming knowledge. This permits constant
reporting, similar to rapid crisis management. 
Our client therefore has an extremely flexible
solution that they can continue to use during the
forthcoming years of preparation for the Games. 
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Partner Online System

The more dynamic a sector, 
the more important a uniform 
brand communication. 
A central service platform 
then becomes a clear 
competitive advantage.
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Dynamics

O2 has 6,000 channel
partners in Germany,
each of them has 
24/7 access to sales 
tools and up-to-date
information.

O2 Partner Online
System
Concentrate
New devices, changing tariffs and campaigns –
the telecommunications industry is one of the
most dynamic of all. The O2 Partner Online
System simplifies and standardises marketing
and sales activities for different distribution
channels. Throughout Germany, be it the own 
O2 shops, specialised trade partners or elec-
tronics hypermarkets, such as Media Markt and
Saturn. Here, O2 dealers order mobile devices
and advertising material online, activate and
extend mobile telephone contracts as well as
finding the latest product and tariff information
at any time. This results in more efficient sales
and a consistent brand image.

Personalise
An entitlement system manages more than 
25 different roles and allows subtle gradations 
in the allocation of access rights.

Improve
Around 75 per cent of all business processes
between O2 and the dealers are conducted using
the Partner Online System, including central
ordering, e-learning seminars and the admini-
stration of commission accounts. We are
constantly expanding and optimising the Partner
Online System in order to meet the increasing
requirements. All since 1999, when our colla-
boration with O2 (at that time VIAG Interkom)
began. The key to this is a solid technological
platform which is the basis for scalable growth.
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www.mercedes-benz.de/viano

The Internet plays a key role 
in integrated campaigns. 
If well presented, advertising 
here is perceived as valuable 
information.
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Personality

The Viano as the hero 
of a stylish webmovie. 
The result: a NEO Award
2005 nomination.

Viano Webmovie

Positioning
With the slogan “The Viano. Has an MPV ever
looked this good?”, the classic campaign com-
municated selected features of the Viano. The
webmovie is the multimedia continuation of the
commercial. Imagery, film and sound appeal to all
the senses and deliver the core benefits promised
by the vehicle, such as design and quality. The
film is framed by attractive service offers.

Fascinate
Information that we actively acquire is retained
longer. With the webmovie, the spectators
become the actors: in key scenes, they can pause
the film to obtain information directly with regard
to the product features or rotate interior and
exterior views through 360°. Step by step, visitors
become acquainted with the core features of the
Viano and in this way create their own personal
focuses. 

Binding
You are more likely to reveal your own personal
data if you see a benefit for yourself. Positive
emotions aroused by the webmovie are imme-
diately converted into spontaneous actions. Once
interest has been awoken, visitors of the website
can request and download product brochures,
contact a local dealer or arrange a test drive.
Immediate response options help dealers to get
high quality addresses.



Constant

At the end of the year, the Syzygy share 
recorded a price increase of 11 per cent. 
An ordinary dividend of EUR 0.22 per
share was distributed.

The Stock
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Basic share facts

ISIN: DE0005104806
SIN: 510480
Symbol: SYZ
Reuters: SYZG.DE
Bloomberg: SYZ:GR

Stock exchange centres: Xetra, Berlin-Bremen, Düsseldorf, 
Frankfurt, Hamburg, 
Hannover, München, Stuttgart

Total numbers of shares: 12,021,350 
bearer shares without par value

Thereof own shares: 344,240

Market capitalisation: EUR 55.9 million
(closing price of EUR 4.65 on 12/30/2005)

Freefloat: 67.1 per cent

Freefloat (market capitalisation): EUR 37.5 million

Indices that include the 
Syzygy share: CDAX Overall Index 

Technology All Share 
Prime Software 
Prime All Share 
Prime IG IT-Services 

Industry group: IT-Services

Stock statistics 2005 

Ranked in TecDAX Index
as per 12/30/2005: Position 69 

(market capitalisation)
Position 61 
(exchange transactions)

Ordinary dividend: EUR 0.22 (as per 06/03/2005)

Average daily turnover: 37,994 
(thereof 19,022 traded on Xetra-System)

Closing price on 01/03/2005: EUR 4.20
Closing price on 12/30/2005: EUR 4.67
Highest closing price 2005: EUR 5.70
Lowest closing price 2005: EUR 4.20

Designated Sponsor

Commerzbank AG

Analyst 
(regular Coverage) Michael Schatzschneider 

(Commerzbank)

Other Analysts Marcus Moser 
(GBC Research)
Matthias Schrade 
(GSC-Research)
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Stock market 
With the exception of the US stock exchanges,
development on international stock markets was
extremely positive in 2005. For the third time in
succession, price development on European stock
markets was better than that of their US counter-
parts. The price increases were borne by a robust
worldwide economic development. Although the
development over the past year was accompanied
by growing inflation rates caused by rising
commodity prices and increasing US interest
rates, these factors did not have any sustained
negative impact on the mood of the stock
markets. 

At the end of the year, the DAX achieved a record
result of 27 per cent growth. Development on the
Japanese market was also extremely positive. 
As a result, the Nikkei ended the year with growth
of 40 per cent over the beginning of the year. The
US market was disappointing: the Dow Jones
recorded a decline of 0.6 per cent in the course 
of the year. 

The indices in the German technology segment
also developed positively in 2005. The TecDax rose
by 13 per cent, the Prime Software Index, to which
Syzygy belongs, by around 18 per cent. The price
of the Syzygy share had increased by 11 per cent
at the end of the year. 

Price development 
At the beginning of the year, the price of the
Syzygy share developed with great momentum
thanks to the announcement of positive business
figures and an ordinary dividend distribution. 
The interest of investors was heightened by the
share’s inclusion in several specimen portfolios.
With high levels of sales, the price climbed to a
record high of EUR 5.70 in spring. This corres-
ponds to a 35 per cent increase since the begin-
ning of the year. In the second quarter of 2005, 
the share price fell back to around EUR 4.80.
Following the annual general meeting and the
distribution of the EUR 0.22 dividend, the share 
hit its low at EUR 4.43. The decline was
particularly attributable to increased pressure 
to sell following the dividend distribution and 
a relatively low demand during the summer
months. In the second six months, there was once
again a moderate upturn in the share – supported
by our attendance of two analysts events and good
quarterly figures – and it closed with an increase
of 11 per cent over the beginning of the year. 

40%
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Dividend
Syzygy was the first Internet agency in Germany 
to pay out an ordinary dividend to its share-
holders. At a 4.5 per cent dividend yield, the level
of the distribution was significantly higher than
the average payouts of 2.5 per cent dividend yield
for DAX-listed companies. On the MDAX, this
value was as little as 1.8 per cent. Syzygy AG has
set itself the goal of a constant dividend policy in
the future.

Share buyback programme
With the share buyback programme announced
on August 19, 2005, the Company intended to buy
back treasury stock to the value of EUR 1.6 million
by November 18, 2005. This was based on the
authorisation given at the annual general meeting
on June 2, 2005. By November 1, a total of 344,240
treasury shares had been bought back for an
average price of EUR 4.66. The remaining retained
earnings of EUR 1.6 million have therefore been
invested completely in treasury stock.

Shareholders’ structure
As of December 31, 2005, the shareholders’
structure changed considerably in comparison 
to the previous year. BAT Trustees, EsNet and 
E-Net Two, which had held stakes in the Syzygy
companies since their founding in 1995, sold 
their shares after ten years. On January 25, BAT
reduced its stake from 8.8 per cent to 3.9 per
cent. In addition, EsNet and E-Net Two sold their
entire stake amounting to 23.6 per cent on
September 7 as part of a placement by HSBC
Trinkaus&Burkhardt on the capital market.
Moreover, WPP increased its stake slightly to 
24.9 per cent. The stake held by Marco Seiler
remained at 5.1 per cent. The number of Syzygy
shares in free float consequently rose from 
39.3 per cent to 67.1 per cent. Fig. 2.1
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Investor Relations 
As in previous years, Syzygy AG’s Investor
Relations team was bustling from one activity to
the next. It made regular contact with domestic
and international investors. Syzygy AG represen-
tatives not only had one-on-one meetings with
local fund managers and analysts, but also
attended public events in the interest of cultivating
an ongoing dialogue with institutional investors.
For example, representatives of Syzygy presented
the Company at the Stock Day on September 1
and at the German Technology Conference on
November 14, 2005 in Frankfurt, which was
organised by Commerzbank. Syzygy also took part
in the German Equity Forum on November 21 in
Frankfurt. The Equity Forum presentation was
broadcasted live on the Internet, providing share-
holders and other interested parties with the
opportunity to follow the presentation. Interviews
with journalists and regular telephone onferences
rounded off the team’s activities in 2005. 

Syzygy AG meets all relevant standards for trans-
parency and quickly adopts any changes that may
be made to legislation, to the rules that apply to
the German stock exchange (Deutsche Börse), 
or to regulations issued by the German Federal
Supervisory Office for Banking and Securities
Trading (BaFin). Reports on Directors’ Dealings
and threshold disclosures are summarised at the
end of the Notes for 2005. Syzygy AG will in future
continue to pursue a transparent, up-to-date and
objective communications policy in the interest 
of its shareholders.

The Investor Relations section of our website is
constantly updated, enabling all interested parties
to download financial reports, press releases, 
key figures and statutory Company statements 
in German and English or to subscribe to our
shareholder distribution list.



Report of Supervisory Board

27

Report of 
Supervisory Board

Dear shareholders,

The cooperation with the Management Board of
Syzygy during the last year was based upon a
trusting partnership as well as a straightforward
communication. The Supervisory Board not only
closely followed developments within the Com-
pany, but also monitored and actively supported
the work of the Management Board. Reliable
planning as well as consistent implementation of
its business strategy contributed to the successful
progress of the Company.

Meetings of the Supervisory Board 
in the period under review
A total of six meetings were held with the
Management Board, with at least one meeting 
per quarter. The meetings focused on budgeting 
and planning issues for the financial year, the
Company’s quarterly performance and its
strategic development. In addition, the Super-
visory Board was informed on a monthly basis 
and in writing with regard to the current state of
the business and the risks of the Company. The
Group was also subject to constant analysis.
Finally, the Supervisory Board examined the
performance of the Syzygy share as well as the
Investor Relations activities that were carried 
out. The Supervisory Board did not form any
committees.

The structure of the Boards
At the annual general meeting on June 2, 2005,
the members of the Supervisory Board and
Management Board were granted a discharge.
John Hunt left his office as member of the
Supervisory Board at the end of the Annual
General Meeting on June 2, 2005. The Supervisory
Board therefore proposed to elect Wilfried Beeck
as a member of the Supervisory Board for the
remaining term in office of the departing member
John Hunt, i.e. until the end of the Annual General
Meeting that decides on the discharge of the
Supervisory Board for the 2008 financial year. The

proposed candidate is not a member of any other
supervisory board under law and/or comparable
supervisory committee of a commercial enter-
prise at home or abroad in the sense of art. 125
sec. 1 para. 3 of the German Stock Corporation Act.

Corporate Governance
On December 1, 2005, the Supervisory Board and
Management Board submitted the declaration of
conformity concerning the German Corporate
Governance Code in accordance with art. 161 of
the German Stock Corporation Act. This decla-
ration is based on the updated version of the Code
dated June 2, 2005. With a few exceptions, Syzygy
AG also continues to comply with the required
principles. 

Year-end and consolidated financial statements
The Supervisory Board commissioned the audit 
of the annual statements, the Group management
report and the consolidated financial statements
in accordance with IFRS including the manage-
ment report for the 2005 financial year of Syzygy
AG. The audit was performed by BDO, Deutsche
Warentreuhand AG Wirtschaftsprüfungs-
gesellschaft, Frankfurt. The auditors raised no
objections, granting an unrestricted auditor’s
certificate to both the annual financial statements
and the consolidated financial statements. The
Supervisory Board examined and discussed the
annual financial statements and the management
report at the end of March 2005 and passed it in
the presence of the members of the Management
Board. The annual financial statements and the
management report were approved, thus
endorsing the annual financial statements. 

The Supervisory Board will continue to support
the Company’s strategy in the future. The Board
would like to thank the members of the Manage-
ment Board and all employees of the Syzygy
Group for their commitment and successful
cooperation. We wish everyone much success 
for the 2006 financial year.

Michael Mädel
Chairman of the Supervisory Board
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Corporate Governance
at Syzygy AG

Corporate governance entails responsible
management and supervision of publicly listed
stock corporations, close and trusting cooperation
between the management board and supervisory
board, and due consideration of stockholders’
interests through transparent and prompt
communication. Already in the past, Syzygy AG
publicly avowed its willingness to abide by natio-
nally and internationally accredited standards of
fair and responsible corporate governance. In its
first declaration in 2002, Syzygy AG officially
recognised the principles, as they are stipulated in
the German Corporate Governance Code (GCGC). 

The Transparency and Disclosure Law, coming
into force on July 26, 2002, supplemented the
German Stock Corporation Act (AktG) with art.
161. Thus, the management and supervisory
boards of listed companies are required to submit
an annual declaration of conformity concerning
the German Corporate Governance Code. The
Code presents recommendations (“shall”) as 
well as suggestions (“should”, “can”) aiming to
increase corporate transparency. The code was
amended on May 21, 2003 and June 2, 2005. The
current version of last year forms the basis of 
the declaration of conformity for 2005.

With few exceptions, Syzygy AG continues to
comply with the principles of the Code. The
annual declarations of conformity and relevant
basic information are permanently available on
the website at www.syzygy.net under Investor
Relations.
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Declaration of conformity concerning the
German Corporate Governance Code 2005 in
accordance with art. 161 of the German Stock
Corporation Act:

I. The recommendations of the German Corporate
Governance Code (GCGC) (in its version published
by the Federal Ministry of Justice detailing the
recommendations of the government commission
“German Corporate Governance Code” as
amended on June 2, 2005) are and will not be
complied with in the following cases: 

(a) The recommendation of setting a limitation
(“cap”) for long-term incentive schemes for
remuneration of the management board regar-
ding extraordinary and unforeseen developments
(sec. 4.2.3 para. 2 GCGC) is not conformed to,
since in issuing options the option programme of
Syzygy AG is guided by market prices. The number
of options conferred is set and approved by the
Supervisory Board on an annual basis. Further-
more, existing option programmes cannot be
adjusted retrospectively. 

(b) The recommendations concerning the Super-
visory Board establishing a committee with
sufficient expertise (sec. 5.3.1 GCGC) as well as 
an audit committee (sec. 5.3.2 GCGC) were, as in
the previous year, not applied, since the Super-
visory Board still consists of only three members.

II. The following recommendations, which were
not complied with in the past, will be implemented
with the declaration of conformity concerning the
German Corporate Governance Code 2005: 

(a) The recommendation to disclose the compen-
sation of all management board members on an
individual basis (sec. 4.2.4 GCGC), will be complied
with in the consolidated financial statements of
the 2005 financial year. The compensation of
management board members will be reported in
the notes to the consolidated financial statements,
separated by fixed compensation, performance-
related components and long-term incentive
components.

(b) The recommendation to disclose the compen-
sation of all supervisory board members on an
individual basis (sec. 5.4.7 para. 3 GCGC) will be
complied with in the consolidated financial state-
ments of the 2005 financial year. The compen-
sation of supervisory board members will be
reported in the notes to the consolidated financial
statements, separated by component. 

III. All other recommendations of the government
commission “German Corporate Governance
Code” as amended on June 2, 2005 are fully
complied with. 

Bad Homburg v.d.H., December 1, 2005

Syzygy AG

The Management and Supervisory Boards
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Group Management
Report

I. General
The Syzygy Group (subsequently referred to as
“Syzygy” or “the Group”) consists of the Syzygy AG
(subsequently referred to as “Syzygy AG”) and 
its subsidiaries. These subsidiaries are Syzygy
Deutschland GmbH, Syzygy UK Ltd. and 
Mediopoly Ltd. 

Syzygy considers itself to be a provider of
consulting, planning, design and implementation
services for corporate Internet solutions. Syzygy
AG acts as the management holding company,
while the subsidiaries are responsible for the
consultancy and service sides of the business.
Because of this relationship, the report on Syzygy
AG is presented here together with the report on
the Group. All comments in this report therefore
refer to the Group, unless direct reference has
been made to Syzygy AG.

II. Market environment
In 2005, the economic environment in Europe
cooled off compared to the previous years.
German economic growth in the past year was 
0.9 per cent compared to the more positive
development of the gross domestic product of 
1.6 per cent in 2004. The first half of 2005 was
marked by a reserved atmosphere, which was
followed in the second half by an increase in the
ifo* Economic Index. Moreover, the growth was
mainly due to exports, while the domestic
economic situation continued to be weak. In the
UK as well, economic growth slowed at 1.7 per
cent, compared to 3.2 per cent in the previous
year. In recent years, the UK has been able to
boast undiminished economic growth that stands
well above that of Central Europe.

Development of expenditures for information 
and communication technology (ICT) and for
advertising is relevant for Syzygy. The European
Information Technology Observatory (EITO) has
recorded a growth rate of 3.7 per cent for the
information and communication technology
market in Western Europe for 2005. In 2004, the
rate was 3.0 per cent. The study showed that
investments in Germany increased by 2.3 per 
cent year-on-year, while the same figure grew 
by 3.5 per cent in the UK. The market research
firm Zenith Optimedia recorded a slight increase
of 0.6 per cent in advertising expenditures in
Germany, while a growth of 3.0 per cent was
reported for the UK. The proportion of advertising
expenditure that went into the Internet as a
medium of communication amounted to 2.0 per
cent in Germany compared to 7.3 per cent in the
UK. In addition, growth in advertising expenditures
pertaining to the Internet amounted to around 20
per cent in Germany, and 44 per cent in the UK
compared to 2004. The “Online-Vermarkterkreis”
(OVK), a German market research firm, even
calculated a proportion of 4.4 per cent that was
invested in the Internet area on the German
advertising market. This corresponds to an
increase of 60 per cent. 

Due to the continued weak domestic economic
climate in Germany, investment activities were
restrained in the first half of 2005, although there
was a clear recovery in the second six months.
For service providers such as Syzygy, specialists
in consulting and in implementing Internet
solutions for sales and marketing, this market
environment led to stagnating demand in the first
six months and a positive development in the
second half of 2005. Companies’ investment
expenditures in the IT and telecommunications
sector followed this trend, increasing as the year
progressed, while the financial services sector
postponed planned investments until the second
half of the year.

* ifo: Institut für Wirtschaftsforschung, Munich 



III. Development and status of the Group

Sales growth of 7 per cent
Syzygy had a successful business year, with the
economic recovery in the second half of 2005
producing a clear growth momentum. The Group
generated total sales of EUR 16.7 million. 

Fig. 1.1

The first six months were marked by the con-
tinuing difficult market conditions. The cautious
investment attitudes of clients in the financial
services sector disappeared by the third quarter,
with the result that the German company achieved
a sales growth of 18 per cent. This growth was
also assisted by an increased willingness to invest
in the telecommunications sector and by the
acquisition of new clients. Fig. 2.2

Sales of the British subsidiary declined by 4 
per cent. A new managing director took over 
at Syzygy UK Ltd. on June 1, 2005, initially
concentrating on streamlining processes. 
In the second six months, the focus switched to
acquiring new clients, the fruits of which 
were starting to be seen in the fourth quarter 
of 2005. Fig. 2.3

The two subsidiaries are very similar in terms 
of their size and structure, with the German
company achieving an extremely dynamic sales
growth, which led to an increased concentration
on this region. Syzygy Deutschland now accounts
for 55 per cent of sales (previous year: 50 per
cent), Syzygy UK accounting for the remaining 
45 per cent.

For Syzygy, the distribution of sales by industry
continued to be in favour of clients in the
automotive industry with approximately 66
percent of sales (previous year: 64 per cent). 
At 18 per cent, telecommunications/IT has
established itself as the second important sector
(previous year: 17 per cent). With 5 per cent of
sales, financial services are increasing in
importance (previous year: 2 per cent), 
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while retail services accounted for 2 per cent, as
they had done in the previous year. Sales that do
not fall into these four core markets totalled 9 per
cent (previous year: 14 per cent). Fig. 2.4

Syzygy generated about 89 per cent of its sales
from its top ten clients (previous year: 91 per
cent). This slight decrease was accounted for by
the broader customer base following the acqui-
sition of new clients. Thanks to competent and
committed project work, client satisfaction was
high. And with Syzygy’s wide market acceptance
and the success of its projects, the Company 
was able to realise growth in existing customer
relations. Furthermore, both operating companies
managed to establish new client relationships
during the past financial year.

Operating profits of 7.2 per cent
Over the past financial year, Syzygy achieved an
EBIT margin of 7.2 per cent. Despite one-time
restructuring expenses at the British subsidiary,
profitability increased over the previous year 
(7.0 per cent). Fig. 1.3

The Company’s operating income (EBIT) reached
EUR 1.2 million to EUR 1.1 million in the previous
year. This means that Syzygy has generated
operating income in every quarter of the past
three years. Fig. 1.2

Syzygy Deutschland’s profitability is reflected in
the EBIT margin of 14.2 per cent, whereas the 
UK subsidiary achieved an EBIT margin of 7.6 
per cent. This translates to an overall EBIT margin
of 7.2 per cent for the Group as a whole, attribut-
able to the costs of Syzygy AG, which cannot be
passed on. Fig. 2.2
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Operating expenses and fixed-asset
depreciation
Production costs as a percentage of sales were 
64 per cent, as was the case in the previous year,
while the Company was able to reduce general
administrative expenses by two percentage points
to 19 per cent. Sales activities rose yet again in
2005, resulting in sales and marketing expenses
increasing by one percentage point to 10 per cent
in relation to sales. Fixed-asset depreciation
totalled around EUR 0.7 million, i.e. EUR 0.1
million above the previous year’s figure.

Strong financial income – long-term investment
strategy
Financial income dropped slightly by EUR 0.2
million compared to the previous year to EUR 3.3
million. The decline is attributable to the lower
average available capital resources. As in the
previous year, a yield of approximately 7.0 per
cent of the available liquid reserves was achieved.

Fig. 1.4

The investment strategy remained conservative
and geared towards long-term profitability. In
doing so, the liquid funds have been invested in
various risk categories with a strong focus on
corporate bonds at investment grade. The average
residual maturity for all the securities amounts 
to approximately 5 years. At year-end, the invest-
ment structure consisted of 76 per cent corporate
bonds, 13 per cent mortgage bonds, 7 per cent
government bonds and 4 per cent fixed-term
deposits. Fig. 2.5

The interest on ten-year federal government
bonds of 3.46 per cent over the year was a slight
reduction on the previous year’s figure of 3.8 
per cent. This had a negative impact on the
reinvestment of liquid funds becoming available.

Income before taxes
The operating income of EUR 1.2 million and
financial income of EUR 3.3 million translate into
an income before taxes of EUR 4.5 million com-
pared to EUR 4.6 million in the previous year. 
The decline in the financial income could only be
partially offset by an improved operating income.

Net income, income taxes, 
earnings per share
With income taxes of about EUR 1.5 million, 
the net income amounted to EUR 3.0 million
compared to EUR 2.9 million in the previous year.
Consequently, earnings per share are EUR 0.25
after EUR 0.24 in the previous year; the prospects
were EUR 0.24. Fig. 1.5

Fig. 1.6

Positive operating cash flow
At EUR 2.6 million in the 2005 financial year, 
the positive operating cash flow was principally
affected by the net income of EUR 3.0 million 
and depreciation of EUR 0.7 million. Part of the
released liquidity is linked to higher accounts
receivable, which increased by EUR 0.9 million
through higher sales and subsequent incoming
payments that were related to the end of the
financial year. Fig. 2.6

Solid balance sheet structure
As in 2004, the year-end equity ratio was 93 
per cent. At EUR 46.4 million, high cash reserves
and marketable securities continued to dominate
the assets side of the balance sheet. The lower
value compared to the previous year is mainly 
the result of the dividend distribution of EUR 2.6
million and the share buyback of EUR 1.6 million. 

Fig. 2.7

Investments and Research & Development
The investment sum in 2005 was EUR 0.9 million,
a clear increase on the previous year’s level.
Investments were made mainly in software and
hardware to optimise the in-house infrastructure
and in equipment for our own employees.
Because Syzygy is a service provider that does 
not offer its own products in that sense, it does
not incur expenses for R&D. 



Employees
At year-end 2005, the total number of staff
reduced by 4 to 133 persons. The British sub-
sidiary reduced its staff from 61 to 55 employees,
while the German firm increased its staff by two
to 70 employees. Syzygy AG still has 8 employees,
as in the previous year. On an annual average,
there were 134 employees with Syzygy. On this
basis, sales per employee were kEUR 125, 
slightly higher than the previous year’s level. 

Fig. 2.8

The focus of activities was on the technology
segment, employing 33 per cent of all staff. The
design department accounts for 24 per cent of 
the workforce, project management 22 per cent,
administration approximately 12 per cent, strategy
consulting 5 per cent and online marketing 4 per
cent. During peak periods, up to 20 freelance
employees were brought in, primarily in the
design and technology departments, in order 
to optimise capacity utilisation. Fig. 2.9

IV. Risks and opportunities
The identification of individual risks is subdivided
into various risk categories. Risks are identified,
quantified and qualitatively evaluated throughout
the entire Group using an integrated manage-
ment, planning and reporting system. Below is 
a report of the risks that could have a significant
impact on Syzygy’s net worth, financial position
and earnings. 

The information currently available shows no
indications of risks that would jeopardise the
further existence of Syzygy AG and its subsidiaries
as a going concern. Risk factors refer to overall
economic trends, to the nature of the service
sector as well as to the speed with which the
market for internet services is changing.

The majority of Syzygy’s sales are generated from
its business with a few selected clients. The loss
of any one of these clients can only be compen-
sated for with delays, if at all. During such a
phase, it is usually not possible to reduce
expenses accordingly.

Group Management Report

36

Syzygy’s sales are not protected by long-term
contracts; rather, sales are primarily generated
on the basis of individual contracts of limited
duration. For this reason, budgets that rely on
sales development are necessarily fraught with 
a high degree of risk.

Fixed price agreements form the lion’s share 
of Syzygy’s sales. Therefore, it is possible that
unforeseeable losses might be incurred if the
calculated project budget is exceeded unexpec-
tedly. In addition, Syzygy assumes for each project
the standard warranty and liability obligations,
which may potentially lead to considerable follow-
up costs per project.

The services Syzygy performs have a public
impact. Consequently, if there are quality defects
in the execution of one of its projects, Syzygy may
suffer widespread damage to its image. This kind
of damage has the potential to have a noticeable
negative impact on the future development of the
Company.

The professional performance of Syzygy’s
employees is, to a great extent, the necessary
basis for the performance of the entire company.
Because of their extensive qualifications, indi-
vidual employees are particularly important. 
If the Company is unable to retain this calibre of
employees, or to continuously attract and retain
new, highly qualified employees, Syzygy’s success
may be curbed.

Syzygy generates approximately half of its sales 
in the UK. Exchange rate fluctuations between
pound sterling and the euro may, depending on
price movements, affect sales and the annual net
income positively or negatively relative to the
budget. Syzygy does not enter into any hedging
transactions, since, as a rule, both the net income
as well as the costs are calculated in pound
sterling. Thus, Syzygy is only exposed to a foreign-
exchange risk in terms of the amount of its annual
net income.
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The investment strategy regarding liquid funds 
is on principle geared towards long-term profi-
tability. In doing so, the liquid funds have been
invested in different risk categories in corporate
bonds and other fixed-interest securities. All
fixed-interest securities are generally subject 
to interest rate fluctuations and default risks. In
general, the increase of long-term interest rates
has a negative impact, the decline of interest
rates a positive impact on the prices of securities.
Syzygy minimises such default risks by investing
in securities at investment grade and counters
interest fluctuation risks by buying securities 
with varying terms.

Acquisitions have been and still are part of
Syzygy’s corporate policy. The success of all
acquisitions depends on how well the new acqui-
sition can be integrated into the existing structure
and how well the Company manages to generate
the synergies which were originally the aim 
of the acquisition. If an acquisition cannot be
successfully integrated, it may decrease in value
considerably, entailing unscheduled depreciation.

V. Outlook and events since the end of the 2005
financial year 

The economic situation in Germany has improved.
The ifo Institute is forecasting economic growth
rates of 1.7 per cent for 2006, while the UK is
expecting strong growth of 2.4 per cent. The
European Information Technology Observatory
(EITO) forecasts that the market for information
and communications technology will grow by 2.1
per cent in Germany and 4.2 per cent in the UK 
for 2006. Similarly, the market research firm
Zenith Optimedia anticipates a rise of 1.8 per cent
in advertising and communications expenditure
for Germany and 5.1 per cent for the UK. It is
expected that the Football World Cup in Germany
will have a major influence in this respect.
Internet expenditure should continue its dynamic
growth with rates of 16 per cent in Germany and
29 per cent in the UK. The OVK even expects a 
46 per cent growth rate for the German market.

The spread and increased use of the Internet is
contributing to this development, thus raising the
importance of corporate investment decisions.
Syzygy holds the opinion that investments for
Internet solutions will most likely increase during
the course of 2006. After seeing a clear increase
in the willingness of companies to invest in the
financial services sector in the second half of
2005, Syzygy anticipates further momentum from
these clients in 2006. Syzygy remains convinced
that the market for Internet solutions is one of the
most interesting growth markets in the profes-
sional services sector in the medium and long
term.

Syzygy believes it has an excellent market position
and stands to profit from the continuing conso-
lidation of providers of comparable services. New
online marketing services show considerable
growth potential and will be developed by new
teams at Syzygy. The Company’s outstanding
financial stability and the quality of its imple-
mented solutions continue to fan interest in the
services of the Syzygy Group.

The automotive industry remains one of the pillars
of Syzygy’s business. Syzygy believes that this
market offers substantial possibilities for inte-
grated Internet solutions that support sales
processes.

The order backlog for the first half of 2006 will be
considerably higher than the previous year’s level,
with the result that Syzygy is anticipating sales
growth of approximately 20 per cent for the first
six months. Syzygy is looking forward to growing
revenues and operating profits in the 2006 and
2007 financial years.

Bad Homburg v.d.H., March 15, 2006

Syzygy AG

The Management Board
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Consolidated Balance Sheets

in kEUR Note Page 2005 2004

Non-current assets

Fixed assets, net (3.1) (46) 1,279 1,032

Other non-current assets (3.2) (46) 125 147

Total non-current assets 1,404 1,179

Deferred tax assets (3.3) (46) 56 64

Current assets

Cash and cash equivalents (3.4) (46) 1,560 1,386

Marketable securities (3.4) (46) 44,853 48,664

Accounts receivable, net (3.5) (47) 3,233 2,343

Prepaid expenses and other current assets (3.6) (47) 1,944 2,101

Total current assets 51,590 54,494

Total assets 53,050 55,737

in kEUR Note Page 2005 2004

Equity

Common stock* (3.7.1) (47) 12,021 12,011

Additional paid-in capital (3.7.3) (48) 35,994 35,839

Own Shares (3.7.4) (48) -1,603 0

Accumulated other comprehensive income (3.7.5) (48) 410 1,519

Retained Earnings (3.7.6) (48) 2,458 2,281

Total Equity 49,280 51,650

Deferred tax liabilities (4.6) (51) 346 976

Current liabilities

Accounts payable and accrued expenses (3.9) (49) 1,495 1,378

Customer advances 389 585

Tax accruals and liabilities (3.10) (49) 1,150 763

Other current liabilities (3.11) (49) 390 385

Total current liabilities 3,424 3,111

Total liabilities and equity 53,050 55,737

* Contingent Capital kEUR 1.178 (Prior year: kEUR 1.189)

The accompanying notes are an integral part of the consolidated financial statements.

Financial Statements 2005
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Consolidated Income Statements

* Earnings per share – fully diluted – correspond to a total number of shares of 12,409 thsd.
(previous year: 12,442 thsd.) and are calculated under the assumption that all outstanding options were exercised.

The accompanying notes are an integral part of the financial statements.

in kEUR Note Page 2005 2004

Revenues (4.1) (50) 16,692 15,651

Cost of revenues -10,718 -9,955

Sales and marketing expenses -1,651 -1,454

General and administrative expenses -3,173 -3,352

Other operating income/expense, net (4.2) (50) 47 162

Operating profit 1,197 1,052

Financial income, net (4.5) (51) 3,330 3,499

Income before taxes 4,527 4,551

Income taxes (4.6) (51) -1,561 -1,696

Net income 2,966 2,855

Earnings per share from total operations (basic in EUR) (5.1) (52) 0.25 0.24

Earnings per share from total operations (diluted in EUR) * (5.1) (52) 0.24 0.23
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Consolidated Statements of Cash Flows

in kEUR 2005 2004

Income from continuing operations 2,966 2,855

Adjustments to reconcile income from continuing operations to net 
cash provided by operationg activities 

– Stock-based compensation expense -21 40

– Depreciation and amortization 669 578

Changes in operationg assets and liabilities:

– Accounts receivable -890 366

– Prepaid expenses and other current assets 165 1,231

– Customer advances -196 551

– Accounts payable and accrued expenses 117 -56

– Tax accruals and payables, deferred taxes -243 484

– Other current liabilities 5 163

Cash flows provided by operating activities 2,572 6,212

Investments in fixed assets -909 -539

Changes in other non-current assets 22 32

Purchases of marketable securities -10,949 -2,423

Proceeds from sale of marketable securities 13,884 14,884

Cash flows used in investing activitiest 2,048 11,954

Capital increase from employee stock option plan 39 37

Dividend -2,642 0

Purchases of own shares -1,603 0

Capital reduction 0 -18,000

Cash flows from financing activities -4,206 -17,963

Exchange rate differences -240 56

Total 174 259

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

Cash and cash equivalents at the end of the year 1,560 1,386

The accompanying notes are an integral part of the financial statements.



41

January 01, 2005 12,011 12,011 35,986 1,519 2,134 51,650

Net income 2,966 2,966 2,966

Foreign currency translation
adjustment -240

Unrealised gains on
marketable securities -869

Other Comprehensive 
Income -1,109 -1,109 -1,109

Comprehensive Income 1,857

Stock-based compensation
expense for the period -21 -21

Own Shares -1,603 -1,603

Dividend -2,642 -2,642

Capital increase from
employee stock option plan 10 10 29 39

December 31, 2005 12,021 12,021 35,994 -1,603 410 2,458 49,280

Financial Statements 2005

Statements of Changes in Equity

in kEUR

January 01, 2004 12,000 12,000 35,508 1,324 -721 48,111

Net income 2,855 2,855 2,855

Foreign currency translation
adjustment 56

Unrealised gains on
marketable securities 139

Other comprehensive 
income 195 195 195

Comprehensive Income 3,050

Stock-based compensation
expense for the period 40 40

Deferred Taxes 412 412

Capital increase from
employee stock option plan 11 11 26 37

December 31, 2004 12,011 12,011 35,986 1,519 2,134 51,650
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Notes to the
Consolidated Financial
Statements 
for the year 2005

1. Principles and methods

1.1. General
The consolidated financial statements of Syzygy
AG (collectively “Syzygy”, “Syzygy Group” or
“Company”) for the year 2005 have been prepared
for the first time in accordance with the principles
of the International Financial Reporting Standards
(IFRS) issued by the International Accounting
Standards Board (IASB) and the interpretations 
of the International Financial Reporting Interpre-
tations Committee (IFRIC) – as they are to be
applied in the European Union and correspond 
to the principles contained in art. 315a of the
German Commercial Code. Up until the 2004
financial year, Syzygy AG had prepared the
consolidated financial statements in accordance
with the principles of US-GAAP. In the wake of
this transition, the annual financial statements
and the opening balance sheet for the 2004
financial year were converted to IFRS.

A significant difference is the incorporation of
expenses for the stock option plan. In accordance
with US-GAAP, it was only necessary to report
such expenses in the notes whereas according 
to IFRS they must be included in the income
statements. All in all, the conversion to IFRS
accounting principles has resulted in no material
effects.

1.2 Business activity
As an Internet service provider, Syzygy provides
comprehensive consultancy services from its
offices in Germany and the United Kingdom. 
The range of services pertaining to interactive
marketing measures involves consultancy, project
planning, design and technical implementation
including the necessary processes up to market
launch. The Company develops and implements
strategies and solutions that enable its clients to
communicate and interact with their business
partners, employees and customers. 
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1.3 Scope and principles of consolidation
Syzygy AG holds 100 per cent stakes in three
subsidiaries. The companies listed below were
included in the consolidated financial statements
of Syzygy AG and fully consolidated:

n Mediopoly Limited, UK
n Syzygy Deutschland GmbH, Germany
n Syzygy UK Limited, UK

The consolidated financial statements are based
on the annual financial statements of the
companies consolidated in the Group which were
prepared in accordance with the standardised
IFRS regulations. The closing dates of these
companies correspond to the Group closing date.
The first-time consolidation of the companies took
place in line with US-GAAP accounting principles.
In May 2000, all shares of Mediopoly Limited, 
the sole shareholder of Syzygy UK, and Syzygy
Deutschland GmbH were combined to Syzygy AG
by share exchange. In accordance with US-GAAP
(APB Opinion No. 16 “Business Combinations”),
the merger was reported in the balance sheet
using the “Pooling of Interest Method”, meaning
the shares were transferred at current book
value. Thus, no goodwill was generated.

Following conversion to accounting on the basis 
of IFRS, the regulations contained in IFRS 3 are
applied. There is no impact on the accounting of
the participations or on associated goodwill as 
the first-time consolidation did not result in any
goodwill with respect to the existing scope of
consolidation.
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Regarding the elimination of intercompany
accounts, receivables and payables between all
consolidated subsidiaries are accumulated.
Considering the consolidation of expenses and
revenues, the intercompany revenues are charged
against the corresponding expenditures. The
assets from intercompany trade contained in the
fixed assets and inventories were corrected for
the interim results. The income tax effects are
taken into account and deferred taxes deployed in
the consolidation procedures affecting income. 

1.4 Use of assumptions
The preparation of the consolidated financial
statements in conformity with IFRS requires the
management to make estimates and assumptions
that may affect the reported amounts of assets,
liabilities and disclosures of contingent assets and
liabilities at the date of the consolidated financial
statements and the reported amounts of revenues
and expenses during the reporting period. Esti-
mates were mainly applied in evaluating accruals
and provisions as well as receivables from work 
in process. Actual results could differ from those
estimates.

1.5 Foreign currency translation
The notion of the functional currency is applied 
to the translation of financial statements of
consolidated companies prepared in foreign
currencies. Since the foreign subsidiaries are
economically independent, in accordance with 
IAS 21, the assets and liabilities are translated
using the exchange rate at closing date, whereas
expenditure and income are translated at the
average annual exchange rate. The resulting
difference is charged against equity and does 
not affect income.

In the individual financial statements of the
consolidated companies prepared in local
currency, monetary items in foreign currency 
are valued in accordance with IAS 21 using the
exchange rate at closing date at year-end; any
resulting currency gains and losses directly 
affect income.

2. Significant accounting policies
2.1 Intangible and fixed assets
Intangible assets are valued and reported in 
the balance sheet in accordance with IAS 38.
Consequently, acquired intangible assets are
valued at cost and depreciated using the straight-
line method over a period of three years. 

Fixed assets include leasehold improvements 
and other equipment and are shown at acquisition
cost less scheduled accumulated depreciation.
Leasehold improvements are depreciated on 
a straight-line basis over their estimated useful
lifes or the term of the lease, whichever is
shorter. Operational and office equipment is
depreciated on a straight-line basis, normally 
over a period of three or four years. Low-value
assets are depreciated in full in the year of
acquisition. The disposal is also assumed in the
year of acquisition. Maintenance and minor
repairs are charged to operations as incurred. 

Should unscheduled impairment losses be
incurred for fixed assets, a decision is made in
accordance with IAS 36 as to whether the fixed
assets concerned are to be depreciated to their
market value or fair value. This is the case if 
the net realisable value is lower than the book
value. If the reasons for unscheduled depreciation
with regard to fixed assets cease to exist, the
original values are reinstated. 

2.2 Financial instruments
Financial instruments include liquid assets as
well as securities. Cash and cash equivalents
include cash, current bank accounts and interest
bearing time-deposits with maturities under 
3 months. 



When first reported, securities are valued at
acquisition cost. They are subsequently reported
at their current market value. In accordance with
IAS 39, the securities are classified as available-
for-sale. Unrealised gains and losses are reported
in accumulated other comprehensive income,
which is a separate component of equity and takes
into account deferred taxes. Realised gains and
losses from such securities are included in the
income statement when the investment is sold or
matures.

Changes in interest rates for fixed-interest
bearing securities may lead to a fluctuation of
market prices subject to duration. No hedging
activities are concluded. 

2.3 Accounts receivable
Accounts receivable are reported at the time of
revenue recognition or the consideration sub-
mitted. Individual recognisable risks due to
valuation allowances are taken into account. They
are stated at their nominal value, if no allowances
are necessary. Receivables with a term to
maturity of more than one year are discounted 
in line with the market. Payments from fixed 
price projects which are realised according to the
percentage of completion method (POC) are also
shown in accounts receivable (see also section 
2.9 Revenue Recognition).

2.4 Treasury stock
According to IAS 32, treasury stock is not to be
capitalised. Instead it is to be reported as a
deduction from equity. In this respect, the extent
of the share buyback reduces equity. The total
acquisition costs for the acquisition of treasury
stock are therefore reported as an item to be
deducted from equity.
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2.5 Stock-based compensation 
Syzygy applies a stock-based compensation plan
for its employees with the objective of attracting
and retaining personnel as well as promoting the
success of the Company by providing employees
the opportunity to acquire shares. In accordance
with IFRS 2, the expenses for the stock option
plan are to be recorded at fair value at the date 
of grant. The fair value of the Company’s stock-
based awards was estimated as of the date of
grant using the Black-Scholes option-pricing
model. The initial application of IFRS 2 in the 
2004 and 2005 financial years had no material
effect on the financial position of the company.

2.6 Deferred taxes
In accordance with IAS 12, calculation of deferred
taxes includes calculating tax deferments on
different valuations of assets and liabilities in the
accounts prepared for financial reporting pur-
poses (IFRS) and the accounts prepared for tax
purposes, as well as on consolidation proce-
dures and recoverable tax loss carry forwards.
Accordingly, deferred tax assets are reported if
the gain in the accounts prepared for financial
reporting purposes is lower than the corres-
ponding tax accounts for the period due to
temporary differences. By contrast, deferred tax
liabilities are determined if the gain in accordance
with IFRS is higher than in the corresponding 
tax accounts for the period due to temporary
differences.

Deferred tax assets and liabilities are shown
separately in the balance sheet for each tax
subject. Should a company have both deferred 
tax assets and liabilities, these have been offset.
The deferred taxes are valuated at the statutory
tax rates applicable at closing date or for the
future.
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2.7 Accounts payable and accrued expenses
In accordance with IAS 39, current liabilities are
shown at the time of acquisition at the amounts 
to be paid, which approximate their fair market
value. Non-current liabilities are valuated at
continued acquisition cost. This is determined
according to the effect interest method by
discounting the amount payable.

In accordance with IAS 37, accrued liabilities are
only recorded when an obligation to a third party
is incurred, the claim is probable and the amount
payable can be reliably assessed. In determining
accrued liabilities, all applicable costs are taken
into consideration.

2.8 Other assets and liabilities
Other assets and liabilities are shown in the
balance sheet at nominal value or at the amount
to be paid.

2.9 Revenue recognition
Primarily, revenues are obtained from consulting
services as well as production of content for
digital media. Revenue is realised when the
payment is generated in accordance with the
terms of the contractual agreement, the payment
is reasonably assured and the invoice value is
fixed or determinable.

Consulting services on a fixed-price basis are
realised according the percentage of completion
method in line with IAS 11 and IAS 18. The per-
centage of completion is calculated by the ratio 
of realised man days to planned man days. 
Project plans are forecasted and updated on a
regular basis. Provisions for estimated losses 
on contracts are established in the period such
losses are determined.

In exceptional cases, the Company is compen-
sated only when a project is completed. Here, 
the Company recognises revenues when it has
performed all substantial project duties. In some
of these projects milestones are specified. Then,
revenue attached to a particular milestone is
recognised when the company has finished all
duties related to the milestone and the client 
has accepted the performance.

Revenues from software licences are recognised
when software is delivered in accordance with 
IAS 25, when a valid contract exists, the software
is delivered in full, the licence fee is fixed and
payment is likely to be settled and determinable.

2.10 Advertising expenses
Advertising expenses are directly included in the
income statements.

2.11 Income taxes
The actual income taxes are determined on the
basis of the national tax rules applicable in the
countries in which the respective company
operates. In accordance with IAS 12, calculation 
of deferred taxes includes calculating tax
deferments on different valuations of assets and
liabilities in the accounts prepared for financial
accounting purposes (IFRS) and the accounts
prepared for tax purposes.

2.12 Earnings per share
Earnings per share were calculated in accor-
dance with IAS 33, “Earnings per share”. The
earnings per share correspond to the total net
income of the Group divided by the weighted-
average number of issued shares for the period.
The acquisition of treasury stock reduces the
number of outstanding shares accordingly.
Earnings per share – fully diluted – are calculated
under the assumption that all outstanding 
options were exercised. 



3. Notes on the Balance Sheet

3.1 Intangible and fixed assets
Development of fixed assets in the 2005 financial
year was as follows:

3.2 Other non-current assets
Other non-current assets contain rent deposits 
of kEUR 125 (previous year: kEUR 147). 

3.3 Deferred tax assets
Due to different valuations of Syzygy UK’s fixed
assets, deferred tax assets amount to kEUR 56
(previous year: 64).
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3.4 Financial instruments
Cash, current bank accounts and interest-bearing
time deposits with maturities under 3 months are
shown in the table below: 

All securities are classified as “available-for-sale”
and, therefore, disclosed at market value. As can
be seen in the table, their market value as at
December 31, 2005 was kEUR 701 (previous year:
kEUR 2,507) higher than acquisition costs. This
figure is the balance from unrealised gains and
losses at closing date. The prior year amount
included unrealised gains of kEUR 2,608 and
unrealised losses of kEUR -101. The unrealised
gains – after deferred taxes – are reported under
other comprehensive income.

in kEUR

Software Leasehold
improve-

ments

Operational
and office

equipment*

Total

Acquisition costs January 1, 2005 521 702 2,419 3,642

Additions 134 86 689 909

Disposals -202 0 -300 -502

Currency rate changes 7 10 19 36

Acquisition costs December 31, 2005 460 798 2,827 4,085

Accumulated depreciation 
January 1, 2005

386 491 1,733 2,610

Depreciation of the period 109 63 497 669

Disposals -202 0 -288 -490

Currency rate changes 6 5 6 17

Accumulated depreciation 
December 31, 2005

299 559 1,948 2,806

Net book value December 31, 2004 135 211 686 1,032

Net book value December 31, 2005 161 239 879 1,279

in kEUR 2005 2004

Cash and cash equivalents 1,560 1,386

*Operational and office equipment refers mainly to hardware and office fittings.
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The following table shows the maturities of
securities as per December 31, 2005:

3.5 Accounts receivable
These items comprise the following:

Receivables with recognizable collection risks 
are provided for by adequate provisions, while
uncollectible receivables are written off. No
provisions had to be made in 2004 and 2005. 

3.6 Prepaid expenses and other current assets
Prepaid expenses and other current assets as 
of December 31, 2005, and 2004 consist of the
following:

Prepaid expenses include advance payments for
rent, digital services and insurance.

in kEUR 2005 2004

Accounts receivable 2,715 2,214

Unbilled receivables 518 129

3,233 2,343

in kEUR 2005 2004

Interest receivable 1,356 1,593

Prepaid expenses 306 322

Tax receivables 170 0

Other 112 186

1,944 2,101

3.7 Equity

3.7.1 Common stock
As of December 31, 2005 the Company’s common
stock comprised 12,021,350 ordinary no-par
bearer shares. These shares have a stated value
of EUR 1.00 and are all issued. 344,240 of these
shares belonged to treasury stock. In 2005, the
common stock of the Company increased by EUR
10,550 with the exercise of 10,550 stock options.

The shareholders’ structure of the Company as of
December 31, 2005 is presented in the following
table:

3.7.2 Authorised and contingent capital
With a shareholders’ resolution as of July 26,
2001, the Management Board was authorised,
subject to the approval of the Supervisory Board,
to issue additional no-par bearer shares, which
may be issued through the period ending July,
2006. The authorised capital totals EUR 6,000,000.
During the financial year 2005, no such shares
were issued. 

Furthermore, the Management Board was
authorised to issue a maximum of 1,200,000
additional shares (contingent capital) in
conjunction with the employee stock-based
compensation plan. In 2005, 10,550 options 
were exercised (previous year: 10,800 options). 
In 2005, no further share options entitling the
conversion into the same number of Syzygy
shares were issued to employees of the Syzygy
Group companies.

in thsd. Aktien %

WPP Group (UK) Ltd. (directly
and through subsidiaries)

2,991 24.9

Marco Seiler 612 5.1

Free float 8,074 67.1

Own shares 344 2.9

12,021 100.0

in kEUR
Marketable

securities

Historical costs 44,152

Unrealised gains 1,301

Unrealised losses -600

Book value/market value 2005 44,853

Book value/market value 2004 48,664

in kEUR
Marketable

securities

< 1 year 8,305

1-5 years 10,166

5-10 years 26,382

Indefinite 0

Total 44,853
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3.7.3 Additional paid-in capital
The additional paid-in capital emerged from
proceeds of the IPO on October 6, 2000, less 
the direct costs of the IPO.

In 2005, additional paid-in capital increased by
kEUR 8. This figure consists of an increase of
kEUR 29 due to the exercise of options and a
decrease of kEUR 21 due to expired options. 
In 2004, the increase in additional paid-in capital 
was kEUR 26. 

3.7.4 Treasury stock
On June 2, 2005, the Annual General Meeting
authorised the Management Board to acquire 
a maximum of 10 per cent of the Company’s
outstanding shares by December 2, 2006. The
treasury stock does not entitle the Company to
any dividend or voting rights. Syzygy is authorised
to re-sell or call in treasury stock or to offer
treasury stock to third parties in the course of
acquiring companies. In the fiscal year 2005,
Syzygy acquired 344,240 treasury stock shares 
at an average price of EUR 4.66. This equates 
to a 2.86 per cent share in the common stock. 
The extent of the share buyback is shown as a
separate item to be deducted from equity.

3.7.5 Other comprehensive income
As per December 31, 2005, other comprehensive
income amounted to kEUR 410 (previous year:
kEUR 1,519) and can be attributed mainly to
losses from currency translations and unrealised
gains from securities.

3.7.6 Retained earnings
Dividends are based upon the distributable equity
disclosed in the annual financial accounts of
Syzygy AG according to German-GAAP. On June 2,
2005, the Annual General Meeting approved a
dividend of EUR 0.22 per share for the 2004
financial year. As a result, distributable earnings
decreased by kEUR 2,642 on June 3, 2005. The
remaining retained earnings of kEUR 1,518 were
reported in the profit brought forward. As of
December 31, 2005, the individual financial
statements of the companies recorded retained
earnings of kEUR 3,329. 

3.8 Employee stock option plan
On September 13, 2000, the Company’s
shareholders approved an employee stock option
plan. According to this plan, each stock option
may be exercised in exchange for one share of
Syzygy AG over a maximum of 7 years subject to
vesting requirements. The following table sum-
marises the information on tranches assigned to
date and the outstanding options as of December
31, 2005:

2000 22.00 21.60 1 1 0 22.00 1.8

2000 14.00 12.60 77 68 9 14.00 1.8

2000 12.00 11.83 378 226 152 12.00 1.8

2001 5.21 4.74 154 99 55 5.21 2.3

2002 3.42 3.11 166 81 85 3.42 1.4

2003 4.26 3.90 147 60 87 4.26 2.3

388 7.47 2.9
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40 per cent of options may be exercised two years
after being granted, 30 per cent after 3 years and
the remaining 30 per cent after 4 years. 

As of December 31, 2005, 323,929 options were
exercisable. In the financial year 2005, a total of
10,550 options were exercised; of these 6,150
options at the exercise price of EUR 3,42 and
4,400 options at the exercise price of 4.26. More-
over, in the current financial year, 111,010 options
will expire as a result of employees leaving the
Company. Within the last financial year, no
additional stock options were granted. The effects
of applying IFRS 2 on net income and earnings 
per share in 2005 are not representative for the
coming years. In 2005, recording the stock option
plan led to an income of kEUR 21. In 2004
expenses of kEUR 40 were incurred. The previous
year figures were corrected for this expenditure.

3.9 Accounts payable and accrued expenses
As at December 31, 2005 and 2004, accounts
payable and accrued expenses consisted of:

‘ Other’ contains accruals for anticipated losses,
amounting to kEUR 90, and refer to subleased and
vacant office premises in London and Offenbach.
These are dependent on the possibility of future
subleases. 

Accruals as per December 31, 2005

in kEUR

Book value
1/1/2005

Usage Allocation Book value
12/31/2005

Obligations towards other parties 321 -144 171 348

Personnel-related accrualsn 271 -231 283 323

Investor Relations and financial reporting 211 -211 269 269

Other 321 -231 117 207

1,124 -817 840 1,147

in kEUR 2005 2004

Accounts payable 348 254

Other accruals:

– Obligations towards 
other parties 348 321

– Personnel-related 
accruals 323 271

– Investor Relations and
financial reporting 269 211

– Other 207 321

1,495 1,378

3.10 Tax accruals and liabilities
Tax accruals and liabilities are shown in the
following table:

3.11 Other liabilities
Other liabilities refer mainly to liabilities for social
insurance and salary taxes:

in kEUR 2005 2004

German income taxes 725 187

Deferred taxes 237 294

UK VAT 138 64

German VAT 50 218

1,150 763

in kEUR 2005 2004

Social insurances and 
salary taxes 333 321

Other 57 64

390 385



4. Notes on the income statement

4.1 Revenues and segment reporting
The Company’s businesses operate in the Euro-
pean market. Accordingly, segments refer to the
two operating companies in United Kingdom and
Germany. These companies are managed locally
and, to a major extent, operate in their local
markets independently. Consequently, the Syzygy
Group’s segment reporting in accordance with
IFRS 14 follows geographical criteria. 
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The holding company (Syzygy AG) serves all
operating entities and, therefore, is segregated.
United Kingdom consolidates Syzygy UK Ltd. and
Mediopoly Ltd., as these two companies are to 
be viewed as one entity. The different segments
apply the same accounting principles as the
consolidated entity. Transactions between seg-
ments have been eliminated.

Syzygy generated more than ten per cent of total
revenues with three customers. These account 
for a total of 42 per cent of revenues.

Segment information as per 12/31/2005

in kEUR

Germany UK Central
functions and
consolidation

Total

Revenues 9,175 7,626 -109 16,692

Operating income 1,307 583 -693 1,197

Financial income -10 22 3,318 3,330

Net income 1,297 400 1,269 2,966

Fixed assets 755 502 22 1,279

Capital expenditures 678 211 20 909

Depreciation 385 274 10 669

Current assets 1,949 2,776 46,921 51,646

Segment information as per 12/31/2005

in kEUR

Germany UK Central
functions and
consolidation

Total

Revenues 7,795 7,929 -124 15,651

Operating income 1,123 697 -768 1,052

Financial income 8 24 3,467 3,499

Net income 1,131 503 2,354 2,855

Fixed assets 461 558 13 1,032

Capital expenditures 343 193 3 539

Depreciation 313 243 22 578

Current assets 2,855 2,688 47,927 54,558

4.2 Other operating income/expenses, net
Other operating income/expenses for 2005 consist
of the following:

in kEUR 2005 2004

Employee usage of 
company cars 44 43

Release of provisions 0 110

Other 3 9

47 162
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4.3 Cost of purchased services 
The cost of purchased services mainly contains
expenses for freelance workers and outsourced
services such as translations and text editing:

4.4 Personnel expenses 
Personnel expenses, which are included in
various items in the consolidated income state-
ments, were as follows for the years 2005 and
2004:

In 2005, the average number of full-time employ-
ees in the Syzygy Group was 134 (previous year:
128 employees). 

4.5 Financial income 

4.6 Income taxes

In Germany, effective since January 01, 2001, 
a standard tax rate of 25 per cent on both dis-
tributed and retained earnings is applicable. 
The tax rate amounts to 26.4 per cent including
the solidarity surcharge of 5.5 per cent. The tax
rate for municipal trade taxes was unchanged 

at 14.9 per cent. Since municipal trade taxes are
deductible from the corporate income tax base
this leads to a combined statutory rate of 37.3 
per cent.

Deferred tax assets and liabilities can be
summarised as follows:

The deferred tax assets can be attributed to lower
tax depreciation on capital goods in comparison 
to the IFRS balance sheet in the United Kingdom.
In Germany, the deferred tax assets referring to
fixed assets Syzygy Deutschland as well as pro-
visions are set off with the deferred tax liabilities,
which are the result of different valuations of the
financial instruments in the accounts prepared 
for tax purposes and those prepared for financial
reporting purposes in Germany. The loss carry
forwards from previous years were completely
used up in 2004.

Tax transfer:

in kEUR 2005 2004

Costs of purchased services 2,245 1,722

in kEUR 2005 2004

Domestic income taxes 1,304 1,128

Foreign income taxes 205 220

Domestic income taxes (deferred) 52 348

1,561 1,696

in kEUR 2005 2004

Salaries and wages 8,236 7,774

Social security 1,152 1,041

9,388 8,815

in kEUR 2005 2004

Interest and similar income 2,485 2,636

Gains from sales of marketable
securities

878 881

Interest expense 
and other

–33 –18

3,330 3,499

in kEUR 2005 2004

Deferred taxes (Assets)

Fixed assets (Syzygy UK) 56 64

Fixed assets 
(Syzygy Germany) 59 0

Provisions 80 101

Deferred taxes (liabilities)

Current assets (securities) -485 -1,077

Deferred taxes (net) -290 -912

in kEUR 2005 2004

Income before taxes 4,527 4,551

Tax-free income/
expenses

– Stock-based compensation
expenses

-21 40

Taxable income 4,506 4,591

Expected tax expense 1,681 1,714

Foreign tax 
rates differential

-61 -18

Other -59 0

Tax charge 1,561 1,696



5. Other notes

5.1 Earnings per share
Earnings per share – diluted and basic – are
shown in the following table:

5.2 Consolidated statements of cash flows
The consolidated statements of cash flows
developed in accordance with IAS 7, by applying
the indirect method. In 2005, the operating cash
flow accounts for EUR 2.6 million (previous year:
EUR 6.2 million). The funds of financial instru-
ments comprises only of liquid assets. Further
information are given within the Group Manage-
ment Report. 
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5.3 Contingent liabilities
As in the previous year, the Company does not
bear any contingent liabilities as of December 31,
2005.

5.4 Other financial obligations
The Group companies have concluded leasing 
and rental agreements for various facilities and
vehicles. The future annual minimum payments
from these agreements amount to: 

The total expenses for rent amounted to kEUR
1,223 in 2005 (previous year: kEUR 1,369). These
expenses were set off by sublease income
amounting to kEUR 325 (previous year: kEUR 245).
The total of expected future sublease income 
on the basis of existing agreements is around
kEUR 250.

5.5 Reconciliation statement from IFRS 
to US-GAAP

Due to the conversion from US-GAAP accounting
principles to IFRS, the expenses for options have
been included in the annual financial statements.
There are differences in the following items of 
the income statements:

2005 2004

Weighted-average number 
of shares

11,912 12,003

Income from continuing 
operations in kEUR

2,966 2,855

Net income in kEUR 2,966 2,855

EPS from continuing 
operations (basic in EUR)

0.25 0.24

EPS from total operations
(basic in EUR)

0.25 0.24

Maximum dilution 497 520

EPS from continuing 
operations (diluted in EUR)

0.24 0.23

EPS from total operations
(diluted in EUR)

0.24 0.23

Jahr in kEUR

2006 1,291

2007 1,259

2008 278

2009 0

2010 0

Total 2,828

2005 2004

in kEUR US-GAAP IFRS US-GAAP IFRS

Consolidated balance sheets:

Additional paid-in capital 35,826 35,994 35,839 35,986

Consolidated income statements:

General and administrative expenses 3,194 -3,173 -3,312 -3,352
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5.6 Auditing company’s fee
The BDO Deutsche Warentreuhand AG auditing
company received a fee of kEUR 45 for auditing
the annual and consolidated financial statements
of Syzygy AG for the financial year 2005. No
further orders were awarded to BDO Deutsche
Warentreuhand Wirtschaftsprüfungsgesellschaft.

5.7 Information on associated companies and
persons

The associated persons include the boards of
Syzygy AG. In 2005 and 2004, no transactions were
effected with associated parties. 

5.8 Exemption according to art. 264 sec. 3
German-GAAP

Syzygy Deutschland GmbH avails itself of the
exemption according to art. 264 sec. 3 German-
GAAP.

5.9 Subsequent events
After closing date, no extraordinary events
occurred which would have to be reported.

5.10 Syzygy AG boards

5.10.1 Management Board

Marco Seiler
CEO
Managing Director Syzygy Deutschland GmbH

Frank Wolfram
CTO
Managing Director Syzygy Deutschland GmbH

The members of the Management Board do not
hold any Supervisory Board or similar positions.
Total remuneration of the Management Board
members amounted to kEUR 451 in 2005, kEUR
231 of which went to Marco Seiler (fixed: 210,
variable: 21) and kEUR 220 to Frank Wolfram
(fixed: 200, variable: 20). The members of the
Management Board received no options in 2005.

5.10.2 Supervisory Board

Michael Mädel
Chairman
President J. Walter Thompson
Europe, Asia and Africa

Adriaan Rietveld
Deputy Chairman
General Managing Partner EsNet, Ltd.
Supervisory Board UbiQ b.v. Rotterdam

John Hunt
Investment Advisor
(until June 2, 2005)
Supervisory Board Pendragon Capital Ltd.
Supervisory Board Paradigm Media Ltd.

Wilfried Beeck
CEO ePages Software GmbH
(since June 2, 2005)

The Supervisory Board received a total remu-
neration of kEUR 60 for 2005. This corresponds 
to a remuneration of kEUR 20 for each member 
of the Supervisory Board. The remuneration
consists of a fixed component of kEUR 15 and 
a variable component of kEUR 5. Members of 
the Supervisory Board have no options for Syzygy
shares.



5.12 Disclosures in accordance with 
art. 160 sec. 1 para. 8 AktG

5.12.1 Undershooting of the 5 per cent treshold
in accordance with art. 21 in conjunction
with art. 25 WpHG

“On February 1, 2005, BAT Trustees (Jersey)
Limited, St. Helier, Jersey, Channel Islands 
in-formed us in accordance with art. 21 sec. 1
WpHG that its share of voting rights in Syzygy AG
undershot the threshold of 5 per cent as on
January 25, 2005. Since January 25, 2005 the
share of voting rights has been 3.87 per cent.
Moreover, we disclose that Wellington Trust, 
St. Helier, Jersey, Channel Islands informed us 
on February 1, 2005 in accordance with art. 22 
sec. 1 para. 1 no. 2 WpHG that their assigned
share of voting rights in Syzygy AG had undershot
the threshold of 5 per cent on January 25, 2005
and now amounted to 3.87 per cent.“

5.12.2 Undershooting of 10 per cent treshold in
accordance with art. 21 in conjunction
with art. 25 WpHG

“On September 7, 2005, EsNet, Ltd., Utah, USA
informed us in accordance with art. 21 sec.1 WpHG
that their share of voting rights in Syzygy AG
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undershot the threshold of 10 per cent as per
September 7, 2005. Since September 7, 2005
EsNet, Ltd. no longer holds shares. Moreover, 
on September 7, 2005, E-Net Two L.C., Ltd., Utah,
USA informed us in accordance with art. 21 sec.1
WpHG that their share of voting rights in Syzygy
AG undershot the threshold of 10 per cent as per
September 7, 2005. Since September 7, 2005 
E-Net Two, L.C. no longer holds any shares.”

5.13 Declaration on the German Corporate
Governance Code in accordance with 
art. 161 AktG

The declaration of compliance according to art.
161 German Stock Corporation Act (AktG) was
pronounced on December 1, 2005 and is available
to all shareholders on our website.

Bad Homburg, v.d.H., March 15, 2005

The Management Board

Marco Seiler Frank Wolfram

Management Board

Number of shares
Marco Seiler Frank Wolfram Total

as per December 31, 2004 611,779 10,000 621,779

Purchases 0 0 0

Sales 0 5,000 5,000

as per December 31, 2005 611,779 5,000 616,779

Management Board

Number of options
Marco Seiler Frank Wolfram Total

as per December 31, 2004 35,000 118,000 153,000

Additions 0 0 0

Disposals 0 0 0

as per December 31, 2005 35,000 118,000 153,000

Supervisory Board

Number of shares

Michael
Mädel

Adriaan
Rietveld

John
Hunt

Wilfried
Beeck

Total

as per December 31, 2004 0 0 0 0 0

Purchases 0 10,000 0 0 10,000

Sales 0 0 0 0 0

as per December 31, 2005 0 10,000 0 0 10,000
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Translation of the
German Independent
Auditor’s Report

We have audited the consolidated financial state-
ments prepared by Syzygy AG, Bad Homburg
v.d.H. comprising the balance sheet, the income
statement, statement of changes in equity, cash
flow statement and the notes to the consolidated
financial statements, together with the group
management report for the business year from
January 1, 2005 to December 31, 2005. The
preparation of the consolidated financial state-
ments and the group management report in
accordance with IFRSs as adopted by the EU, 
and the additional requirements of German
commercial law pursuant to § 315a (1) German
commercial law are the responsibility of the
parent company's management. Our respon-
sibility is to express an opinion on the consoli-
dated financial statements and on the group
management report based on our audit.

We conducted our audit of the consolidated
financial statements in accordance with § 317
German commercial law and German generally
accepted standards for the audit of financial
statements promulgated by the Institut der
Wirtschaftsprüfer (IDW). Those standards require
that we plan and perform the audit such that
misstatements materially affecting the presen-
tation of the net assets, financial position and
results of operations in the consolidated financial
statements in accordance with the applicable
financial reporting framework and in the group
management report are detected with reasonable
assurance. Knowledge of the business activities
and the economic and legal environment of the
group and expectations as to possible misstate-
ments are taken into account in the determination

of audit procedures. The effectiveness of the
accounting-related internal control system and
the evidence supporting the disclosures in the
consolidated financial statements and the group
management report are examined primarily on 
a test basis within the framework of the audit. 
The audit includes assessing the annual financial
statements of those entities included in con-
solidation, the determination of entities to be
included in consolidation, the accounting and
consolidation principles used and significant
estimates made by management, as well as
evaluating the overall presentation of the con-
solidated financial statements and the group
management report. We believe that our audit
provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit,
the consolidated financial statements comply 
with IFRSs as adopted by the EU, the additional
requirements of German commercial law
pursuant to § 315a (1) German commercial law
and give a true and fair view of the net assets,
financial position and results of operations the
Group in accordance with these requirements.
The group management report is consistent with
the consolidated financial statements and as a
whole provides a suitable view of the Group’s
position and suitably presents the opportunities
and risks of future development.

Frankfurt am Main, March 16, 2006

BDO Deutsche Warentreuhand
Aktiengesellschaft
Wirtschaftsprüfungsgesellschaft

sgd. Simon-Heckroth sgd. Rudolph
Wirtschaftsprüfer Wirtschaftsprüfer
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