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Key figures.

in KEUR 2000 2001 2002 2003

Revenues 14,174 14,699 14,222 14,739

EBITDA 1,194 –243 –265 1,401

EBIT 594 –1,131 –940 781

Net income 25 –7,182 408 2,758

EBITDA-Margin 8.4% –1.6% –1.9% 9.5%

EBIT-Margin 4.2% –7.7% –6.6% 5.3%

Earnings per share (basic in EUR)* 0.00 –0.60 0.03 0.23

Employees (annual average) 129 132 120 123

Revenue per employee (annual average) 110 111 119 120

Liquid funds and securities 55,878 54,570 58,297 62,113

Cash flow from operating activities 1,482 340 3,318 4,231

* Corresponds to definition per DVFA/SG



Executive Board
1.1 Board Members’ Statement I 02

Investor Relations
2.1 Markets and Stock Development I 04
2.2 Analysts’ Estimates and Recommendations 2003 I 07
2.3 Corporate Governance I 08

Group Management Report
3.1 Management Report of Syzygy AG 2003 I 10

Supervisory Board
4.1 Report of the Supervisory Board I 17

Consolidated Financial Statements 2003
5.1 Consolidated Balance Sheets I 20
5.2 Consolidated Income Statements I 21
5.3 Consolidated Statements of Cash Flows I 22
5.4 Statements of Changes in Shareholders’ Equity I 23
5.5 Notes to the Consolidated Financial Statements 2003 I 24
5.6 Report of the Independent Public Accountants 2003 I 43

Content.



02 |

Board Members’ Statement.

2.1 Executive Board Board Members’ Statement

Pound sterling curtailed growth
While the Syzygy Group recorded a 3.6% increase in sales
over the 2002 financial year, it was also held back by a weak
pound. If viewed in terms of constant exchange rates,
growth currently stands at 9.2%.

Nevertheless, the international character of the Company 
is one of Syzygy’s most important competitive factors. Our
presence in the two largest internet markets in Europe
enhances our attractiveness as an internet-service provider
for large European corporations and is increasingly becom-
ing a decisive competitive advantage.

Operating result, cash flow and earnings per share
Syzygy succeeded in significantly raising its operating
income and cash flow. The operating income currently
stands at 4.4 million Euro after 2.0 million Euro in 2002; 
the generated cash flow stood at 4.2 million Euro after 
3.3 million Euro during the prior-year period. At the same
time, the Company succeeded in increasing earnings per
share. We notched up 23 cents per share as opposed to 
the targeted 16 cents.

The units in the Syzygy Group
The UK company started off 2003 very well and boosted
three very strong quarters. Only the fourth quarter fell 
short of our expectations. Overall, Syzygy’s sales in the UK
fell marginally, while the operating result increased 6% 
year on year. This improvement was driven by growth in
business relations to customers such as Mazda Motor
Europe, Airmiles and ATS Euromaster. 

Dear Shareholders,

2003 was a good year for Syzygy. We managed to reach the
goals we had set ourselves and meet our own expectations.
As such, we succeeded in proving that our business model is
profitable and that our results are based on the consistent
planning of our business operations.

Consistent planning – operating profit
One of the primary objectives for the past financial year 
was to achieve an operating profit. Not only were we able to
reach this target, but we also succeeded in boosting our net
operating margin before taxes and interest past the impor-
tant “5% mark”.
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2.1 Executive Board Board Members’ Statement

We continue to pursue a strategy of establishing strategic
partnerships by acquiring companies or otherwise. We 
have not completed any individual process as of yet, because
the general conditions were unsuitable or the risk for our
Company was too high. 

Hardly any other internet service provider in Europe is likely
to have comparable cash reserves at hand. That makes us
the ideal consolidator in our sector. We will continue to
investigate all our options patiently, weighing the chances
and the risks in order to capitalize on this competitive
advantage for the good of our shareholders.

In closing, we would like to thank all our shareholders for
the trust they have shown us and ensure you all that we will 
stay true to our credo:

To add value for customers, employees and shareholders. 

Marco Seiler Frank Wolfram
CEO CTO

In addition, we would also like to say a few words about a 
highly prestigious project we were awarded last November:
our UK team was entrusted with the task of planning and
developing the internet solution for London’s application for
the Olympic games in 2012. This clearly demonstrates the
competitiveness and expertise of Syzygy in the UK. 

Syzygy Deutschland
Syzygy Deutschland GmbH can look back on a highly suc-
cessful year. It succeeded in meeting its growth targets
thanks to its policies of conservative cost management and
efficient project implementation. The Company also attained
impressive levels of profitability. Existing customer relation-
ships and new business were boosted in the second half of
the year, enabling us to more than compensate for dwindling
sales with customers from the financial-services sector. 

These accomplishments should be viewed against the 
backdrop of pricing pressure in Germany’s business
environment for internet agencies. Quality, reliability and
innovative strength form the core of our brand promise and
have garnered us a position that is increasingly paying off 
in Germany and the UK alike.

Syzygy Holding
The third unit of the Syzygy Group, which is not operationally
active, has made an important contribution to enhancing the
Group’s profitability. Administrative costs have been pared
down to a reasonable level relative to the Syzygy Group’s

sales revenues. Cash-resource management continued to
be very successful. Boosting average yields of 5.9% on
investments, it proved possible to boost the 2002 value by 
0.6 per cent. This was an important factor in bolstering the
Syzygy Group’s balance sheet structure.

At this juncture, we would like to express our heartfelt
thanks to all the staff at Syzygy. Many have been dedicated,
passionate and loyal members of the Syzygy family for years.
They have helped to shape a culture that leads to long-term
success for both customers and shareholders.

Prospects for 2004
We are confident that we can stay our current course. This
year, our efforts will focus on securing profitable growth. 
We anticipate a rather subdued start to the new financial
year. On the whole, however, we anticipate the Syzygy Group’s
operating income for the year to grow significantly. We feel
more than ready for the challenge. We will continue to
expand the service portfolio of our operational companies 
in order to become even more competitive in the following
segments:

+ Usability research – Analysing and evaluating the usability,
the practical value and value added of internet solutions

+ Business Intelligence – Leveraging knowledge derived
from analysing internet traffic and transaction data

+ E-CRM – Developing internet communications strategies
that individually address target groups
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Basic share facts

Total number of shares: 12,000,000 shares  
(bearer shares without par value)

Market capitalisation: 78 Mio. EUR
(Closing Price 6.50 EUR on 12/30/2003)

Freefloat: 38.05% (4,565,814 shares)
ISIN: DE0005104806
WKN: 510480
Abbreviation Symbol: SYZ
Reuters Symbol: SYZG.DE
Bloomberg Symbol: SYZ : GR
Stock Exchange Centres: Xetra-System, Berlin-Bremen, Düsseldorf, Frankfurt,

Hamburg, Hannover, Munich, Stuttgart
Syzygy is part of following 
Indices: Prime All Share, Prime Software,

Technology All Share
NEMAX, Prime Standard: NEMAX Internet/All Share, Prime All Share
CDAX: Media

STOXX: Technology
Prime Sector: Software
Industry Group: IT-Services
Freefloat (market capitalisation): 29.7 Mio. EUR 

(as of 12/30/2003)
Ranked in Tec DAX-Index 
as of 12/30/2003: Position 71

Dividend: no payments

Earnings per share 2000: 0.01 EUR
Earnings per share 2001: –0.60 EUR
Earnings per share 2002: 0.03 EUR
Earnings per share 2003: 0.23 EUR

DVFA/EPS (2000): –0.08 EUR
DVFA/EPS (2001): –0.60 EUR
DVFA/EPS (2002): 0.03 EUR
DVFA/EPS (2003): 0.23 EUR

Stock Statistics 2003

Average daily turnover: 22,101
(whereof almost 10,657 traded on Xetra-System)

Closing price on 01/03/2003: 3.30 EUR
Closing price on 12/30/2003: 6.50 EUR
Highest closing price 2003: 6.50 EUR
Lowest closing price 2003: 3.06 EUR
Overall perfomance 2003 
(based on spot prices): 97%

2.1 Investor Relations Markets and Stock Development
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Marco Seiler
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EsNet, E-Net Two

BAT-Trustees

Total number of shares:
12,000,000

Shareholders structure as of 12/31/2003

The share.

amounting to EUR 1.50 passed by the shareholders at the
annual general meeting in June 2003 helped to ensure that
the share’s performance would be successful during the
past financial year.

The Syzygy share rose significantly relative to the bench-
mark indices. It even outperformed them in percentage
terms, attaining 97% over the entire year, based on spot
prices. By comparison, the “Prime Software” industry index
rose 68%, and the Prime All Share Index some 57% during
the same period. Shares of directly comparable companies
in the Prime Standard climbed some 77% on average. 
European competitors, on the other hand, notched up only
19% gains in share prices.  

Quick, objective communication
When it went public in October 2000, Syzygy AG made a
commitment to keep investors and interested parties
apprised as to the latest relevant events. Quarterly results
are reported within 30 days of the end of the quarter as
proof positive that Syzygy stands by this commitment. 

Stock markets and share performance
The sluggishness on the stock exchanges carried over from
2002 to the start of 2003. Unnerved by the long downturn,
investors took a long time to regain their trust in shares.
Contributing to their jitters was the fact that the first quarter
of 2003 saw the DAX share index plummet again, this time to
a seven-year low. Sentiment for high-tech and second-line
securities remained grim, while tech companies continued
to pursue tight investment policies. 

Market sentiment brightened somewhat at the end of the
first quarter, triggering a steep jump in trading volumes and
benchmark indices. Coupled with very consistent and posi-
tive business development, these were the main factors
driving the pleasing performance of the Syzygy share over
the course of the year. 

When 2003 began, the share was trading at EUR 3.30, which
was below the then-current cash position per share. With
sales and earnings growth positive and the balance sheet
solid, Syzygy won the trust of investors. The special dividend

The reporting is not only up-to-date, it is also clear and
objective. Indeed, Syzygy was once honoured as having the
“Ad hoc Release of the Month” by the investment magazine

2.1 Investor Relations Markets and Stock Development
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2.1 Investor Relations Markets and Stock Development

IR contact
Syzygy AG 
www.syzygy.net

Im Atzelnest 3 
D-61352 Bad Homburg v. d. H.
Tel. +49(0)6172-94 88-251
Fax +49(0)6172-94 88-270
E-Mail ir@syzygy.net

Analysts (regular coverage)
+ Thilo Gorlt (Bayerische Landesbank)
+ Cengizhan Sen (Commerzbank)

Further analysts, giving estimates
on Syzygy share
+ Viktor Hund (BW-Bank)
+ Norbert Kretlow (Independent Research)
+ Marcus Moser (GBC-Research)

Designated Sponsors 
+ Commerzbank AG (from 04/01/2004)
+ HSBC Trinkaus&Burkhardt KG aA

(until 03/31/2004)

History since IPO
+ First quotation and Nemax-listing: 

10/06/2000
+ Admission to quotation on Prime Standard:

01/01/2003

further listed companies

“Börse Online” in its 33/2003 issue. Börse Online selects 
its winners based on how transparent and objective their
capital-market communication is. 

Investor Relations
As in previous years, Syzygy AG’s investor relations team
was bustling from one activity to the next. It maintained reg-
ular contact with local and international investors. Syzygy
AG representatives not only had one-on-one meetings with
investors, but also attended public events in the interest of
cultivating an ongoing dialogue with institutional investors.
The obligatory analysts’ conference and press conference
were given. The IR team also met with fund managers and

analysts, gave interviews to journalists, held telephone 
conferences and gave a TV interview on the Bloomberg TV
channel during the 2003 financial year. 

Syzygy AG meets all relevant standards for transparency 
and quickly adopts any changes that may be made to legis-
lation, to the rules applying to the German stock exchange
(Deutsche Börse), or to regulations issued by the German
Federal Supervisory Office for Banking and Securities Trad-
ing (BaFin). Transparency is furthermore assured by means
of a comprehensive corporate governance declaration,
reports on directors’ dealings with shares and the timely,
full disclosure of the attainment of the threshold levels set
forth in the German Securities Trading Act (WpHG). 

Syzygy AG will in future continue to pursue a transparent,
up-to-date and objective communications policy in the best
interests of its shareholders.
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Date Evaluations about syzygy share Institution

02/18 outperform

"1,200 shares of Syzygy AG newly
included in the model portfolio. Out-
performance of the Syzygy share
expected in the course of the year. 

Performaxx-
Anlegerbrief

03/05 add
Q4-2002: Syzygy published an increase 
in revenue by 9% to 4 Mio. Euro –
exceeded the analysts’ estimate.

HSBC Trinkaus &
Burkhardt

03/06 buy

“Has exceeded all expectations, net
profit and liquid funds have risen to
4.86 euros per share. A growth in
sales of between 5 and 8% and a 
positive EBIT yield are expected in
each quarter.”

Prime Report

03/11 buy

If you haven’t yet invested, the experts
at “Performaxx-Anlegerbrief” conti-
nue to recommend purchasing shares
in Syzygy.

Performaxx-
Anlegerbrief

03/12 buy

“Thanks to the sale of the unprofitable
French subsidiary, the company has
laid the foundations for successful
earnings performance.”

Hot Stocks Europe

03/12 hold

“Within a modest environment, the
company generated 4.0 million euros
in sales and 1.3 million euros - or 7
cents per share – in pre-tax profits in
the fourth quarter of 2003.”

BetaFaktor.info

03/26
upgrade from
add to buy

The target share price stands at 
5 euros.

HSBC Trinkaus &
Burkhardt

03/28 buy “... Potential of up to 5.20 euros.” der aktionärsbrief

04/28 stop-buy
“Bottomed out. Purchase share once
a technical upside breakout at the 5
euro mark has been achieved.”

Frankfurter 
Börsenbrief

Date Evaluations about syzygy share Institution

04/30 buy

“... a 50 percent opportunity. Investors
can buy shares in the company at 
the cash value without any risk and
get the profitable operating business
for free.”

Prior Börse

07/10 buy

“The future looks bright for the Bad
Homburg IT service provider that 
specializes in e-business solutions –
currently a low evaluation.”

Focus Money

07/18 accumulate
“Maintain the value on the watch list
and capitalize on large drops in price
to accumulate.”

BetaFaktor.info

07/21 buy “… one of the few internet service
providers that is making any money.”

EURO am Sonntag

07/21 buy “A fair share price would range
between 6.10 euros and 6.70 euros.”

4investors.de

07/22 buy “… long-term buy with a target share
price of 7 euros.”

neue märkte

08/20 buy

“… target share price is at 8 euros –
the Syzygy share is still dirt cheap.
Even after paying a special dividend,
over 40 million euros in cash are still
available.”

Prior Börse

11/14 buy
“…without reservations build up a
small interest in the Syzygy share.
Fair value: 8 euros.”

der aktionärsbrief

11/21 buy “Indications are that the share price will
continue to rise to 6.37 euros or more.”

Der Aktionär-online

12/16 buy Target price upped from 6 to 9 euros Hot Stocks Europe

12/17 buy
“… make the most of the current share
prices of around 5.60 euros to buy
shares in Syzygy.”

Nebenwerte Insider

2.1 Investor Relations Analysts’ Estimates and Recommendations 2003

Analysts’ Estimates and Recommendations 2003.
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2.3 Investor Relations Corporate Governance

Corporate Governance at Syzygy AG. 

The debate about values in corporate governance and trans-
parency has become increasingly important in the past 24
months. The recommendations made for a code of conduct
back in 2002 by the Cromme Commission laid the ground-
work for the new statutory regulations. 

The Transparency and Disclosure Law enacted on July 26,
2002 added §161 to the prior German Companies Act (AktG).
This law requires the Management and Supervisory Boards
of publicly traded companies to submit an annual declara-
tion of compliance concerning the German Corporate Gover-
nance Code (Code). This quality standard stipulates the legal
obligations with regard to conduct and contains additional
recommendations and suggestions for increasing corporate
transparency.

Several entries were added to the existing catalogue of 
conduct in 2003. The current Code, revised on May 5, 2003 
is the basis for Syzygy AG’s declaration of conformity as
required by the German Companies Act (AktG).

The Management and Supervisory Boards of Syzygy AG are
pleased to note the continued development of the Code in
order to further improve the maintenance of international
standards of transparency in Germany. 

On the basis of company statutes and rules of procedure,
the Company already substantially complied with all recom-
mendations in the past. As required by law, Syzygy, for the
second time, published a new declaration of conformity with
respect to the new regulations on December 29, 2003. The
Company resolved yet again to substantially abide by all 
recommendations and suggestions wherever feasible and
reasonable. 

On the website www.syzygy.de, under “Corporate Gover-
nance” in the Investor Relations area, Syzygy AG published
additional fundamental information and the complete cor-
porate governance declaration of the Company, including 
all details and aspects unique to our situation. 
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2.3 Investor Relations Corporate Governance

Corporate Governance Declaration.

Syzygy AG
ISIN: DE 000 510 4806
Prime Standard

Bad Homburg
December 29, 2003 

The Management and Supervisory Boards of Syzygy AG
declare pursuant to §161 of the German Stock Corpora-
tion Act:
I. The recommendations of the German Corporate Gover-
nance Code (GCGC) (published in the official portion of the
electronic “Bundesanzeiger” by the Federal Ministry of Jus-
tice on July 4, 2003 of the “Government Commission on the 
German Corporate Governance Code” as revised on May 21,
2003) were not or are not implemented in the following 
cases: 

(1) The recommendation to agree a deductible in the context
of a D & O insurance for officers and directors pursuant to
No. 3.8 Sec. 2 German Corporate Governance Code is not
applied, as in the previous year, because Syzygy AG does not
believe that the motivation and responsibility with which offi-
cers and directors perform their tasks can be improved by
such a deductible.

(5) In contravention of the recommendation set forth in No.
5.4.5 Sec. 1 and 2 of the German Corporate Governance Code,
the members of the Supervisory Board did not receive any
remuneration. A resolution was passed at the annual general
meeting on June 4, 2003 to provide members of the Super-
visory Board with fixed and variable remuneration, thereby
ensuring compliance with this recommendation as well.
The new regulation set forth in No. 5.4.5 Sec. 3 of the Ger-
man Corporate Governance Code to provide individualized
information about the remuneration paid to members of 
the Supervisory Board was not and is not being complied
with in order to protect the privacy of the members of the
Supervisory Board. 

II. Syzygy AG substantially complies with the remaining 
suggestions of the Code. This, as well as information with
respect to the recommendations, is covered in the new
annual report for the 2003 financial year. 
All remaining recommendations issued by the “Government
Commission on the German Corporate Governance Code”
on May 21, 2003 were and are being implemented to the
fullest extent possible.

Syzygy AG
The Management and Supervisory Boards

(2) The recommendation to arrange for a cap on long-term
incentive systems in the remuneration paid to the Manage-
ment Board for extraordinary, unforeseeable developments
(No. 4.2.3 Sec. 2) is not applied because a) the options pro-
gramme of Syzygy AG is governed by the market prices in
the issuance of options, b) the number of options granted 
is defined anew every year by the Supervisory Board and
checked by the Supervisory Board for commensuration. In
addition, existing option programmes cannot be changed
retroactively. 
(3) The recommendation set forth pursuant to No. 4.2.4 to
break down remuneration paid to members of the Manage-
ment Board by individual is not implemented because a) the
remuneration of the Management Board is already disclosed
in its fixed and variable components, and b) granted stock
options are disclosed individually. To protect the privacy of
the members of the Management Board this information 
is not broken down any more.
(4) The recommendations to set up qualified committees 
of the Supervisory Board pursuant to No. 5.3.1 German 
Corporate Governance Code as well as an audit committee
of the Supervisory Board pursuant to No. 5.3.2 German 
Corporate Governance Code are, as in the previous year, 
not applied because the Supervisory Board still consists 
of three members.
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3.1 Group Management Report Managagement Report of syzygy AG 2003

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

Syzygy AG considers itself to be a provider of consulting,
planning, design and implementation services for corporate
internet solutions. Syzygy AG acts as the management hold-
ing 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. The exempting consolidated
financial statements have been prepared in accordance 
with §292 a of the German Commercial Code (HGB), on 
the basis of US Generally Accepted Accounting Principles
(“US-GAAP”). In this connection, the financial year corre-
sponds to the calendar year.

Group Management Report 2003.
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period in 2002, the pound sterling fell on average from 
1.59 Euro to 1.45 Euro in 2003 – a drop of some 8.9%. Given
stable exchange rates, the Group would consequently have
achieved growth of 9.2% to 15.5 million Euro.

3.1 Group Management Report Managagement Report of syzygy AG 2003

II. Market environment
The global economy remained very subdued in the 2003
financial year. Overall economy in the second half of the year
experienced a slight upswing, taking hold initially in the US.
German economic growth in 2003 stood at around – 0.1%.
After the marginal growth rate of 0.2% in 2002, the overall
economy appears to be stagnating. Year-on-year growth in
the UK gross domestic product rose to 2.4%, as compared
to 1.6% in the previous year. In recent years, the UK has
been able to boost undiminished economic growth that
stands well above that of Central Europe.

Developments in terms of investments in information and
communications technology (ICT) and in advertising are 
relevant for Syzygy. The European Information Technology
Observatory (EITO) have recorded a modest rate of growth 
of 1.0% in the market for information and communications
technology in Western Europe for 2003. The study showed
that investments in Germany shrank by 0.1% year-on-year,
while the same figure grew by 2.8% in the UK. The market
research company Zenith Optimedia recorded a surge in
advertising expenditure in Germany for 2003 of 1.5% and 
in the UK of 1.1%.

Considering the weak economic environment in Germany 
in particular, investment activities remained restrained. For
service providers such as Syzygy, specialists in consulting
and in implementing internet solutions for sales and mar-
keting, this market environment implied an overall decline
in demand. Accordingly, company investments in informa-
tion technology and communications services fell sharply 
or investment decisions were put on hold. The financial-
services sector in Germany in particular frequently post-
poned planned investments or completed projects using
internal resources. 

III. Development and status of the Group
Increase in sales despite weakness of the market and
strength of the Euro
Syzygy has had a successful business year – despite difficult
market conditions. Other sectors were able to compensate
for the cautious investment attitude of customers in the
financial services and telecommunications segments so 
that overall sales increased by 3.6% to 14.7 million Euro.
Over the course of the year, the constant rise in the Euro
exchange rate weighed down sales. Compared to the same
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3.1 Group Management Report Managagement Report of syzygy AG 2003

Viewed in terms of the national currency, the sales of the
British subsidiary increased by 7.8%; by contrast, this
results in a slight drop of 0.5% after conversion into Euros.
The German subsidiary is able to report a 8.0% increase 
in sales. The two subsidiaries are very similar in terms of 
their size and structure, meaning that the distribution of 
the consolidated sales to the two regions remained almost
unchanged. Syzygy UK and syzygy Deutschland account 
for 50% each of sales.

The distribution of sales by industry has changed since the
previous year because of the continuing reluctance of finan-
cial-services and telecommunications companies to invest

again in favour of the automotive industry. The main cause of
this shift is the fact that we managed to ratchet up absolute
sales levels by some 19% with clients in the automotive
industry, while sales fell in other segments. Syzygy generat-
ed some 69% of its sales in the automotive industry in 2003
(previous year: 61%), 10% in the telecommunications indus-
try (12%), 8% in the financial-services sector (8%), 4% in
the retail industry (3%) and 9% among other companies that
do not fall into these four core markets (previous year: 16%).

Syzygy generated about 91% of its sales revenue from its top
10 clients. Skilled and committed project teams ensured that
customer satisfaction remained high. Thanks to Syzygy’s

wide market acceptance and the success of its projects, the
Company was able to realize growth in existing customer
relations. Furthermore, both operative companies managed
to establish new customer relationships during the past
financial year 

Operating profits – EBIT margin of 5.3%
Over the past financial year, Syzygy was able to boost prof-
itability significantly, making it possible to achieve an EBIT
margin of 5.3% in 2003. The Company’s operating profit
(EBIT) reached the 0.8 million Euro mark compared to an
operating loss of some 0.9 million Euro in the previous year.
Syzygy has now turned operating profit for the sixth succes-
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sive quarter. Syzygy Deutschland’s profitability has mean-
while reached an EBIT margin of 14.4%, whereas the UK
subsidiary achieved an overall year EBIT margin of 9.0%.
This translates to an overall EBIT margin of 5.3% for the
Group as a whole, attributable to the costs of Syzygy AG
which cannot be passed on.

Operating expenses and fixed-asset depreciation
Production costs increased from 62% to 64% of sales rev-
enues, whereas selling expenses remained constant at 9%.
General administrative expenses were cut from 32% to 23%.
Cost structures at Syzygy AG were particularly streamlined,
finally results in 2003. Fixed-asset depreciation was about

0.6 million Euro and was thus 0.1 million Euro below last
year’s figures.

Strong financial income – long-term investment strategy
Financial income stands at almost 3.6 million Euro, some
0.6 million Euro above the prior-year level. This is equivalent
to a yield of 5.9% on the average liquid reserves over the
year. The investment strategy remained conservative as
before and geared towards long-term profitability. In doing
so, the liquid funds have been invested in various risk cate-
gories with a strong focus on high-quality corporate bonds.
The average residual maturity for all the securities amounts
to approximately 6 years, broken down as follows: 2% in

fixed-term deposits, 18% in investment funds, 23% in mort-
gage bonds, 3% in government bonds, 13% in obligations
and 41% in corporate bonds.

Net income, earnings per share, taxes
The operating income of 0.8 million Euro and the financial
income of 3.6 million Euro translates into an income before
taxes of 4.4 million Euro. Income tax of 1.6 million Euro
includes deferred taxes amounting to 1.4 million Euro. Due
to losses carried forward for Syzygy AG, no actual income
tax has been incurred in Germany.
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This results in a net income of 2.8 million Euro compared to
0.4 million Euro in the previous year. Earnings per share are
thus 0.23 Euro, as compared to 0.03 Euro in the previous
year; the target was 0.16 Euro.

Positive operating cash flow 
Operating cash flow improved from 3.3 to 4.2 million Euro.
This is primarily attributable to the higher net income of 2.8
million Euro, optimised accounts receivables management
as well as the allocation of deferred taxes.

Solid balance sheet structures
The equity ratio sank from 94% to 69%. This is a direct
result of the special dividend that led to 18.0 million Euro 
in liabilities being carried on the balance sheet. After the
special dividend is paid out, the equity ratio will level out at
above 90%. The holdings in liquid funds and marketable
securities rose by 3.8 million Euro to 62.1 million Euro as 
a result of the high operating cash flows.

Investments and Research & Development
Because Syzygy is a service provider that does not offer its
own products, it does not incur expenses for R&D. Invest-
ments totalled 0.4 million Euro in 2003, slightly higher than
in the year prior. Investments were made mainly in software
and hardware to optimise the in-house infrastructure.

Employees
The total number of staff declined by 5 to 120 as of De-
cember 31, 2003. The UK subsidiary cut its payrolls from 
59 to 54 as of the cut-off date, while the German company
increased its payrolls by 1 to 58. Syzygy AG now has 8
employees, one less than in the previous year.

Staff productivity remained almost unchanged year-on-year,
standing in 2003 at KEUR 120 in sales per employee.

The focus of activities was on the technology segment,
employing 41% of all staff. Project management accounted
for some 20% and strategy consulting for 6%. The design

department accounts for 17% of the workforce and adminis-
tration for some 16%. During peak periods, up to twenty
freelance employees were brought in, primarily in the
design department, in order to optimise capacity utilisation.

Special dividend of 1.50 Euro in April 2004 
At the annual general meeting held by Syzygy AG on June 4,
2003 in Frankfurt, a special dividend of 1.50 Euro per 
share was presented to the shareholders and put to a vote. 
The special dividend was passed unanimously without
abstentions. 
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The resolutions passed at the annual general meeting were
presented by a notary public to the local court in Bad Hom-
burg and entered into the commercial register on August 13,
2003. Afterwards they were published in the regional Taunus
newspaper on September 18, 2003 and in the “Bundes-
anzeiger” on October 9, 2003. As set forth in §225 Section 
2 of the German Stock Corporations Act (Aktiengesetz), 
dividends may not be distributed for a period of 6 months 
for the purpose of protecting the rights of creditors. As such,
the distribution of dividends is set to take place after Easter
on April 13, 2004.

The special dividend results in an outflow of funds amount-
ing to 18.0 million Euro that is carried in the balance sheet
as a liability.

IV. Risk management
The identification of individual risks is subdivided into vari-
ous risk categories. Risks are identified, quantified and
qualitatively evaluated throughout the entire Group using 
an integrated management, 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 earn-
ings. The information currently available at present shows
no indications of risks that would jeopardize the further

existence of Syzygy AG and its subsidiaries as a going con-
cern. 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 busi-
ness with a select few customers. The loss of any one of
these customers can be compensated for with delays, if at
all. During such a phase, it is usually not possible to reduce
expenses accordingly.

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

Fixed price agreements form the basis of the lion’s share of
Syzygy’s sales, which makes it possible that unforeseeable
losses might be incurred if the calculated project budget is
exceeded unexpectedly. In addition, Syzygy assumes for
each project the standard warranty and liability obligations,
which may potentially lead to considerable follow-up costs
per project.
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The services Syzygy performs have a public impact. So if
there are quality defects in the execution of one of its proj-
ects, Syzygy may suffer wide-spread damage to its image.
This kind of damage has the potential to have a sustained
negative impact on the future development of the Company.

The professional performance of our employees is, to a
great extent, the necessary basis for the performance of the
entire company. Because of their extensive qualifications,
individual employees are particularly important. If we are
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 profit positively or negatively relative to the
budget. Syzygy does not enter into any hedging transactions,
since, as a rule, both the revenues as well as the costs are
calculated in pounds sterling. Thus, Syzygy is only exposed
to a foreign-exchange risk in terms of the amount of its
annual net profit.

The investment strategy regarding liquid funds is on princi-
ple geared towards long-term profitability. In doing so, the
liquid funds have been invested in different risk categories 
in corporate bonds, mortgage bonds, investment funds and
other fixed-interest securities. All fixed-interest securities

are generally subject to interest-rate fluctuations and
default risks. Syzygy minimises such default risks by invest-
ing highly-rated paper and counters interest fluctuations
risk by buying securities with varying terms.

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

V. Forecast and events since the end of the financial year
of 2003
The economic situation in Germany and the UK is improving
gradually; in Germany, the ifo Institute is forecasting eco-
nomic growth rates of 1.8% for 2004. In the UK, too, the
economy is expected to grow some 2.9%. The European
Information Technology Observatory (EITO) forecast that the
market for information and communications technology will
grow 2.2% in Germany and 4.3% in the UK for 2004. Similar-
ly the market research company Zenith Optimedia antici-
pates a rise of 2.7% in advertising and communication
expenditure for Germany and 3.2% for the UK.

Syzygy believes that investments in internet solutions are
set to soar in 2004. While it is probable that customers in the

telecommunications and export industries will be more will-
ing to invest, Syzygy anticipates that investment in the finan-
cial-services sector is likely to remain restrained. Syzygy
continues to be convinced that the market for internet solu-
tions is likely to count amongst the most attractive growth
markets in the professional service segment in the middle
and long term.

Syzygy believes it has an excellent market position and
stands to profit from the continuing consolidation of
providers of comparable services. The Company’s outstand-
ing financial stability as well as the quality of its implement-
ed solutions is fanning interest in the services of the Syzygy
group. In Germany in particular, the number of talks with
prospective customers has skyrocketed. It remains to be
seen to what extent this may lead to new business for 
Syzygy.

The automotive industry remains one of the pillars of 
Syzygy’s business. Syzygy believes that this market offers
substantial potential for integrated internet solutions that
support sales staff – solutions that focus not only on users
and but also on usefulness.

The backlog stands for the first half year 2004 on the level 
of previous year. Therefore Syzygy anticipates that the 
2004 financial year will get off to a rather restrained start,
but that the operating profit for the overall year will grow 
significantly year on year.
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4.1 Supervisory Board Report of the Supervisory Board

Dear Shareholders,

Syzygy generated excellent earnings during the 2003 finan-
cial year and satisfied the expectations placed in it. Its 
success stems from the reliability of its planning and the
consistency of its implementation of a business strategy 
that focused on leveraging a profitable business model.

Meetings of the Supervisory Board in the period 
under review
During the successful 2003 financial year, the Supervisory
Board actively supported and monitored the work of the
Executive Board. The Supervisory Board went beyond the
basic obligations laid out by legislators and the Company’s
statutes. The Supervisory Board regularly informed itself
through oral and written reports about the current state of
business and risks to the Company. Two meetings and six
telephone conferences were held by the Supervisory Board
to monitor and guide the Executive Board and business
developments.

The meetings focused on budgeting and planning issues
during the year under review, the Company’s quarterly per-
formance, the Company’s strategic development and the
reduction of administrative costs. In addition, the Super-
visory Board examined the performance of the Syzygy share
as well as investor-relations initiatives that had been carried
out. The Supervisory Board did not create any committees.

Changes to the Executive Board
On March 31, 2003 Sven-Roger von Schilling left the Execu-
tive Board. We would like to thank him for everything he
accomplished at the Company. The former Group controller

of Syzygy AG, Erwin Greiner, was promoted to the position of
Finance Director of Syzygy AG, where he assumed many 
of the responsibilities of the CFO.

Corporate governance
The Supervisory Board has familiarised itself thoroughly 
and repeatedly with the standards for good and responsible
management contained in the German Corporate Gover-
nance Code. Every year, the Supervisory Board and the
Executive Board will declare the Company’s compliance 
with the recommendations put forward by the governmental
commission and will also indicate which recommendations
were not or are not applied.

Several entries were added to the existing catalogue of 
conduct in 2003. The current Code, revised on May 5, 2003, 
is the basis for Syzygy AG’s declaration of conformity 
as required by the German Companies Act (AktG). This 
was published for the second time as required on De-
cember 29, 2003.

The Executive and Supervisory Boards of Syzygy AG wel-
come the continued development of the Code in order to 
further improve the maintenance of international standards
of transparency in Germany. 

Annual and consolidated financial statements
The Supervisory Board commissioned the audit of the Annu-
al financial statements, the Group management report and
the exempting US-GAAP consolidated financial statements
in accordance with §292 a of the German Commercial Code,
including the management report for the 2003 financial year
of Syzygy AG. The audit was performed by Ernst & Young AG

Wirtschaftsprüfungsgesellschaft, Eschborn/Frankfurt. The
auditors raised no objections, granting an unrestricted audi-
tor’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 in March
of 2003 and passed it in the presence of the members of the
Executive Board. The annual financial statements and the
management report were approved, thus endorsing the
annual financial statements. 

Foundation laid for continued success
The Supervisory Board continues to support the Company’s
strategy. The Board would like to expressly thank the Execu-
tive Board and all employees of the Syzygy Group for their
unswerving dedication and achievements that have led to
such good results. We are confident that everyone will be
just as successful in attaining this year’s targets as well.

Bad Homburg, March 29, 2004

Michael Mädel
Chairman of the Supervisory Board

Report of the Supervisory Board.
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Consolidated Balance Sheets.

5.1 Consolidated Financial Statements 2003 Consolidated Balance Sheets

* Contingent capital KEUR 1,200 (prior year: KEUR 1,200)
The accompanying notes are an integral part of the Financial Statements.

in KEUR Notes Page 2003 2002

Current liabilities

Accounts payable and 
accrued expenses

(20) (38) 1,434 2,043

Customer advances 34 46

Tax accruals and liabilities (21) (38) 1,667 1,875

Other liabilities (22) (38) 18,222 324

Total current liabilities 21,357 4,288

Shareholders’ equity

Common stock* 12,000 12,000

Additional paid-in capital 35,401 53,939

Accumulated other comprehensive income 1,324 1,265

Retained loss -614 –5,277

Total shareholders’ equity (23) (38) 48,111 61,927

Total liabilities and shareholders’ equity 69,468 66,214

in KEUR Notes Page 2003 2002

Current assets

Cash and cash equivalents (14) (36) 1,127 1,237

Marketable securities (15) (36) 60,986 57,060

Accounts receivable, net (16) (37) 2,709 3,300

Prepaid expenses and other current assets (17) (37) 3,396 3,138

Total current assets 68,218 64,735

Non-current assets

Fixed assets, net (18) (37) 1,071 1,303

Other non-current assets (19) (38) 179 176

Total non-current assets 1,250 1,479

Total assets 69,468 66,214
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5.2 Consolidated Financial Statements 2003 Consolidated Income Statements

Consolidated Income Statements.

The accompanying notes are an integral part of the Financial Statements.

in KEUR Notes Page 2003 2002

Revenues (5) (30) 14,739 14,222

Costs of consultancy sold -9,376 -8,885

Sales and Marketing expenses -1,296 -1,253

General and administrative expenses -3,335 -4,557

Other operating income/expenses, net (8) (31) 49 -467

Operating income 781 -940

Other income/expenses, net 0 -13

Financial income (9) (31) 3,577 2,968

Income before taxes 4,358 2,015

Income taxes (10) (31) -1,600 -703

Income from continuing operations 2,758 1,312

Loss on discontinued operations (11) (33) 0 -905

Net income 2,758 408

Earnings per share from continuing operations
(basic in EUR)

(12) (33) 0.23 0.11

Earnings per share from continuing operations
(diluted in EUR)

(12) (33) 0.22 0.10

Earnings per share from total operations
(basic in EUR)

(12) (33) 0.23 0.03

Earnings per share from total operations
(diluted in EUR)

(12) (33) 0.22 0.03
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Consolidated Statements of Cash Flows.

5.3 Consolidated Financial Statements 2003 Consolidated Statements of Cash Flows

in KEUR 2003 2002

Net income 2,758 1,312

Adjustments of non-cash effects:

– Stock-based compensation expenses 8 –146

– Depreciation and amortization 620 675

Changes in

– Accounts receivable 591 –326

– Prepaid expenses and other current assets –258 145

– Customer advances –12 –20

– Accounts payable and accrued expenses –525 864

– Tax accruals, deferred tax and tax payables 1,151 863

– Other current liabilities –102 –49

Cash flows from operating activities 4,231 3,318

Investments in fixed assets –388 –258

Changes in other non-current assets –3 –6

Purchases of marketable securities –12,459 –14,087

Proceeds from sales of marketable securities 8,828 10,744

Cash flows from financing activities –4,022 –3,607

Direct costs of IPO 0 –129

Cash flows from financing activities 0 –129

Exchange rate differences –235 –195

Cash flows from discontinued operations –84 171

Total –110 –442

Cash and cash equivalents at the beginning of the year 1,237 1,679

Cash and cash equivalents at the end of the year 1,127 1,237

The accompanying notes are an integral part of the Financial Statements.
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5.4 Consolidated Financial Statements 2003 Statements of Changes in Shareholders’ Equity

Statements of Changes in Shareholders’ Equity.
in KEUR No. of shares

issued and
outstanding

Common
stock

Additional
paid-in
capital

Compre-
hensive
income

Accum. other
comprehen-
sive income

Retained
earnings

Total
equity

January 1, 2002 12,000 12,000 54,468 634 -5,685 61,417

Net income 408 408 408

Exchange rate differences –195

Sale of marketable securities –297

Unrealized gains on marketable securities 1,123

Other comprehensive income 631 631 631

Comprehensive income 1,039

Compensation expenses for the period –146 –146

Deferred taxes –254 –254

Reversal of direct costs of IPO –129 –129

December 31, 2002 12,000 12,000 53,939 1,265 -5,277 61,927

January 1, 2003 12,000 12,000 53,939 1,265 -5,277 61,927

Net income 2,758 2,758 2,758

Exchange rate differences –235

Sale of marketable securities –188

Unrealized gains on marketable securities 482

Other comprehensive income 59 59 59

Comprehensive income 2,817

Compensation expenses for the period 8 8

Deferred taxes 1,359 1,359

Reclassification of capital –1,905 1,905 0

Capital distribution –18,000 –18,000

December 31, 2003 12,000 12,000 35,401 1,324 -614 48,111
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Name of company Share 
%

Total equity
in KEUR

Net income
in KEUR

Mediopoly Limited, UK 100 899 –2

Syzygy UK Limited, UK 100 2,415 476

Syzygy Deutschland GmbH, 
Germany* 100 383 1,061

* Net income before distribution of gains to Syzygy AG

1. Basis for presentation 

The consolidated financial statements of Syzygy AG for the
year ended December 31, 2003, comprise the Syzygy AG and
its subsidiaries (collectively “Syzygy” or the “Company”) and
have been prepared in accordance with accounting princi-
ples generally accepted in the United States (“US-GAAP”).

Additionally the consolidated financial statements have been
prepared in accordance with the EC 7th Directive based on
the interpretation of the Directive by GAS 1, “Exempting Con-
solidated Financial Statements in accordance with §292 a 
of the German Commercial Code”, issued by the German
Accounting Standards Committee (GASC). According to the
German Commercial Code (“HGB”), the Company, since it is
listed on a German Stock Exchange, is exempt from publish-
ing consolidated financial statements according to German
generally accepted accounting principles (“German GAAP”). 

2. Description of Company’s business

Syzygy primarily provides consultancy services around inter-
net solutions to large European organisations from its offi-
ces in the United Kingdom and Germany. Syzygy develops
and implements strategies and solutions that enable its 
clients to work together and to engage and to transact with
their business partners, employees and customers. Typically
this involves internet strategy development, solution devel-
opment, specification and project planning, technical inte-
gration and the marketing and launch phase. 

3. Consolidated entities

The consolidated financial statements of Syzygy include all subsidiaries in which the parent
company holds a direct or indirect majority of voting rights. All significant intercompany
accounts and transactions have been eliminated. 

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

Notes to the Consolidated Financial Statements for the year 2003.
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5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

4. Significant accounting policies

The accompanying consolidated financial statements reflect
the application of certain significant accounting policies
described below and elsewhere in the accompanying con-
solidated financial statements and notes.

(a) Use of estimates
The preparation of financial statements in conformity with
US-GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets, 
liabilities and disclosures of contingent assets and liabilities
at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting
period. Estimates were mainly applied in evaluating of
accruals and provisions as well as receivables from applying
the percentage-of-completion method. Actual results could
differ from those estimates.

(b) Foreign currency translation
The financial statements of the fully consolidated foreign
subsidiaries are translated according to the functional cur-
rency method as prescribed by SFAS No. 52, “Foreign Cur-
rency Translation”. Since these subsidiaries are economi-
cally independent, and thus their functional currency is the
local currency, their balance sheets are translated into the
Group’s reporting currency at the rates on the balance sheet
date (“closing rate”) and their income statements are trans-

lated at annual average rates. Differences from the prior
year’s translation of assets and liabilities and translation
differences between the balance sheet and the income
statement do not affect the income. The effects of foreign
currency translation are included in other comprehensive
income in the consolidated statements of changes in share-
holders’ equity.

Accounts receivable and accounts payable denominated 
in foreign currencies are translated at the closing rate 
with resulting gains and losses reflected in other income/
expense, net.

(c) Revenue recognition
Substantially all revenues are derived from consulting fees
and production of content for digital media. Revenue is real-
ized when the service is performed, in accordance with the
terms of the contractual agreement, when collection is rea-
sonably assured and when fees are fixed or determinable.

Revenue from fixed fee consulting arrangements are 
generally recognized in accordance with AICPA SOP 81-1,
„Accounting for Performance of Construction-Type and 
Certain Construction-Type Contracts“, using the percent-
age-of-completion method. The percentage of completion 
is calculated by the ratio of realized mandays to planned
mandays. 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 limited instances, the Company is compensated only
when a project is completed. In such cases, the Company
recognizes revenue when it has performed substantially all
of its duties in relation to the project. Some of these projects
specify milestones during the life of the project and assign 
a portion of the total project revenue to those milestones. 
In such instances, revenue attached to a particular mile-
stone is recognized when the Company has performed 
substantially all of its duties in relation to the milestone 
and the client has accepted the deliverable.

Revenues from software licenses are recognized when the
software is delivered, in accordance with SOP 97-2, “Soft-
ware Revenue Recognition”, and related interpretations,
under the conditions that there is an existing contract with 
a client, the license fee is fixed or determinable and pay-
ment probable.

(d) Advertising
Advertising costs are expensed as incurred within sales 
and marketing expenses. Advertising expenses were 
KEUR 315 and KEUR 143 for the years ended December 31,
2003 and 2002.
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development stage are capitalized. Application development
stage costs generally include direct costs of materials and
services used in the project, payroll and payroll related costs
for employees who are directly associated with the project
and cost of acquired software licences. Costs incurred for
maintenance, testing minor upgrades and enhancements
are expensed as incurred. Capitalized internal-use software
development costs are included in fixed assets, and are
amortised on a straight-line basis over their estimated use-
ful lives of the related software, typically three years.

(i) Fixed assets
Fixed assets include leasehold improvements and other
equipment and are shown at cost less accumulated depre-
ciation. Depreciation computed using the cost less estimat-
ed residual value on a straight-line basis over its estimated
useful life. Maintenance and minor repairs are charged to
operations as incurred. Leasehold improvements are depre-
ciated on a straight-line basis over their estimated useful
lives or the term of the lease, whichever is shorter. Opera-
tional and office equipment is depreciated on a straight-line
basis, normally over a period of 3 or 4 years. Major replace-
ments and improvements are capitalized while repairs and
maintenance are charged to expense as incurred. 

(e) Earnings per share
Earnings per share have been calculated in accordance with
the SFAS No. 128, “Earnings per Share”. To calculate earn-
ings per share, the total net income of the Group is divided
by the weighted average number of issued shares for the
period. Earnings per share (“fully diluted”) are calculated
under the assumption that all outstanding options will be
exercised.

(f) Current assets
Accounts receivable are stated at their nominal value, which
approximates fair market value. Included in accounts receiv-
able are unbilled receivables related to fixed fee consulting
arrangements. Allowances are provided when deemed 
necessary to reduce accounts receivable to their estimated
net realizable value after giving consideration to specific
customer and regional economic risks.

Other current assets are shown at their nominal value,
which approximates fair value. Prepaid expenses are deter-
mined by allocating expenses to the periods to which they
are attributable.

The Company accounts for its securities using SFAS No. 115,
“Accounting for Certain Investments in Debt and Equity
Securities”, and related interpretations. The Management 
determines the proper classifications of securities at the

time of purchase and reevaluates such designations as of
each balance sheet date. At December 31, 2003 and 2002,
such securities, which are classified as available-for-sale,
are carried at market value with unrealised gains and losses
reported in accumulated other comprehensive income,
which is a separate component of stockholders’ equity.
Realized gains and losses, as determined on a specific 
identification basis, are included in the statements of oper-
ations when the investment is sold or matures.

(g) Accruals and liabilities
Accrued liabilities are recorded when an obligation to a 
third party has been incurred, payment is probable and 
reasonably estimable. In determining accrued liabilities, 
all applicable costs are taken into consideration.

Liabilities are shown at the amounts payable, which 
approximate fair market value.

(h) Website development costs and software for 
internal use

The Company capitalizes certain software development
costs. These costs are accounted for in accordance with 
SOP 98-1, “Accounting for the Costs of Computer Software
Developed or Obtained for Internal Use.” In accordance with
SOP 98-1, internal and external costs incurred to develop
internal-use computer software during the application

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003
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2003 2002

Expected life 5 years 5 years

Riskfree interest rate 3.90% 4.25%

Expected volatility 40.00% 70.00%

Expected yield on dividends 0.00 % 0.00 %

(j) Accounting for long-lived assets
In accordance with SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets”, the Com-
pany periodically evaluates the recoverability of the carrying
amount of its long-lived assets whenever events or changes
in circumstances indicate that the carrying amounts of
those assets may not be recoverable over the remaining
amortization period. The Company will compare undis-
counted net cash flows estimated to be generated by those
assets to the carrying net book values of those assets. To
the extent that these cash flows are less than the carrying
amounts of the assets, the Company will record impairment
losses to write the asset down to market value. For assets
for which no readily determinable market value exists the
assets are written down to the estimated market value on
the basis of expected discounted future cash flows. During
the year ended December 31, 2003 and 2002 the Company
did not record such an impairment loss.

(k) Accounting for stock-based compensation
As permitted by SFAS No. 123, “Accounting for Stock-Based
Compensation”, the Company applies the intrinsic value-
based method in accordance with Accounting Principles

Board Opinion No. 25, “Accounting for Stock Issued to
Employees”, and related interpretations (collectively “APB 25”
for its employee stock-based compensation plans. Under
APB 25, the Company records expenses relating to its stock-
based compensation plans over the vesting period based
upon the stock options’ intrinsic value on the grant date. 
See Note (13) for a description of the Company’s stock
option plans.

SFAS No. 123 requires disclosure of pro forma information
regarding net income and earnings per share as if the Com-
pany had accounted for its stock-based awards granted to
employees using the fair value method. 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.

In December 2002, the Financial Accounting Standards
Board (“FASB”) issued SFAS No. 148, “Accounting for Stock-
Based Compensation – Transition and Disclosure.” This
statement provides alternative methods of transition for a
change from APB 25 to SFAS No. 123, “Accounting for Stock-
Based Compensation”, for stock-based employee compen-
sation. Companies that adopt SFAS No. 148 are required to

apply SFAS No. 123 prospectively for new stock option
awards, existing stock options are accounted under APB 25.
SFAS No. 148 is effective for fiscal years ending after
December 15, 2002. Syzygy accounts for its existing stock
option plans under the provisions of APB 25. The application
of SFAS No. 148 in 2003 does not affect the financial position
of the Company.

Syzygy applies APB 25 for existing stock-based employee
compensation plans.

The fair value of the Company’s stock-based awards was
calculated using the following assumptions:

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003
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2003 2002

Net income in KEUR:

Net income
(without compensation 
expenses)

2,758 452

Compensation expenses
(using fair value method)

–164 –69

Net income pro forma 2,594 383

Earnings per share in EUR:

Basic as reported 0.23 0.03

Diluted as reported 0.22 0.03

Basic – pro forma 0.22 –0.03

Diluted – pro forma 0.21 –0.03

For pro forma purposes according to SFAS No. 123, the esti-
mated fair value of the Company’s stock-based awards is
amortized over the vesting period. The Company’s pro forma
information for the year ended December 31, 2003 and 2002
are as follows:

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

(m) Comprehensive income
SFAS No. 130, “Reporting Comprehensive Income”, requires
companies to separately report the components of compre-
hensive income which is comprised of net income and other
comprehensive income. Other comprehensive income com-
prises the changes in equity from transactions and other
events not affecting net income except those resulting from
investments by or distributions to shareholders.

Both accumulated other comprehensive income and com-
prehensive income are disclosed in the consolidated state-
ments of changes in shareholders’ equity. Accumulated 
other comprehensive income includes currency translation
adjustments and unrecognized gains and losses from mar-
ketable securities classified as “available-for-sale”.

(n) Cash flows
The consolidated statement of cash flows shows the effect
of inflows and outflows during the course of the fiscal year
on the Group’s cash and cash equivalents and has been 
prepared in accordance with SFAS 95, “Statement of Cash
Flows.” The statement distinguishes between cash flows
from operating activities, investing activities, and financing
activities.

The effects of applying SFAS No. 123 on pro forma disclo-
sures of net income and earnings per share for 2003 are not
likely to be representative of the pro forma effects on net
income and earnings per share in the future since the
assumptions used to determine fair value can vary signifi-
cantly. 

(l) Deferred taxes
Deferred taxes are accounted for under the liability method
in accordance with SFAS No. 109, “Accounting for Income
Taxes.” Deferred tax assets and liabilities are recognized for
the future tax consequences attributable to differences
between the financial statement carrying amounts of exist-
ing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to
be recovered or settled. The effect on deferred tax assets
and liabilities of a change in tax rates is recognized in
income in the period of enactment. 

Net operating loss carryforwards that are available to
reduce future taxes are recognized as deferred tax assets.
Such amounts are reduced by a valuation allowance to the
extent that it is not likely that some portion or all of the
deferred tax assets will not be realized.

The weighted average fair value of all stock options granted
during 2003 was EUR 2.79 (2002: EUR 1.15), market value 
of options granted in 2003 is EUR 3.58.
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(o) Reclassifications
Certain prior year amounts in the consolidated financial
statements have been reclassified to conform to the current
year presentation.

(p) Guarantees
The FASB interpretation (“FIN”) 45, “Guarantor’s Accounting
and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others”, FIN 45
requires a guarantor to recognize, at the inception of a 
guarantee, a liability for the fair value of the obligation
undertaken by it in issuing the guarantee. It also expands
the disclosure requirements in the financial statements of
the guarantor with respect to its obligations under certain
guarantees that it has issued. The Company is required to
adopt the initial recognition and initial measurement
accounting provisions of this interpretation on a prospective
basis to guarantees issued or modified after December 31,
2002. The disclosure requirements have been adopted by the
Company as of December 31, 2002. The adoption of FIN 45
did not have an effect on its financial position, results of
operations or cash flows. As of December 31, 2003 the Com-
pany had no guarantees, as defined by FIN 45.

(q) Discontinued operations
SFAS No. 144, “Accounting for the Impairment or Disposal 
of Long-Lived-Assets”, establishes a single accounting model
for long-lived assets to be disposed of by sale and for dis-
continued operations. Discontinued operations will only be
accounted for when the respective transactions have been car-
ried out. Syzygy disposed of its subsidiary Syzygy France S.A.

in August 2002, which is disclosed in Note 12. There were no
further impacts from the application of SFAS No. 144.

(r) New accounting pronouncements
In January 2003, the FASB issued FASB Interpretation 46,
consolidation of variable Interest Entities, an Interpretation
of ARB No. 51 (“FIN 46”). In December 2003, the FASB 
modified FIN 46 to make certain technical corrections and
address certain implementation issues that had arisen. 
FIN 46 provides a new framework for identifying variable
interest entities (“VIEs”) and determining when a company
should include the assets, liabilities, non-controlling inter-
ests and results of activities of a VIE in its consolidated
financial statements.

For the year ended December 31, 2003, FIN 46 is applicable
for all VIEs created after January 31, 2003. The Company 
did not create any VIEs subsequent to January 31, 2003. 
FIN 46 will be applicable for all other VIEs created prior to
February 1, 2003 for the first reporting period that ends 
after March 15, 2004. The Company does not expect the
adoption of FIN 46 to have a significant impact on its finan-
cial position, results of operations, or cash flows.
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in KEUR 2003 2002

Current assets:

UK 2,149 3,344

Germany 1,619 1,422

Holding companies
in Germany and UK

64,450 59,969

68,218 64,735

Investments:

UK 192 111

Germany 177 139

Holding companies
in Germany and UK

19 8

388 258

Fixed assets:

UK 614 763

Germany 437 524

Holding companies
in Germany and UK

20 16

1,071 1,303

in KEUR 2003 2002

Revenues:

UK 7,343 7,377

Germany 7,396 6,845

Holding companies
in Germany and UK

0 0

14,739 14,222

Operating income:

UK 668 634

Germany 1,053 391

Holding companies
in Germany and UK

–940 –1,965

781 –940

Depreciation included
in operating income:

UK 290 335

Germany 315 322

Holding companies
in Germany and UK

15 18

620 675

5. Revenues and segment reporting

The Company’s businesses operate within the European
market. These businesses provide a variety of consultancy
services around internet solutions to large European organi-
zations. 

The Company is managed by geographical area. According-
ly, segments refer to the two operating companies in the
United Kingdom and Germany. These companies are man-
aged locally and, to a major extent, operate in their local
markets independently. The holding companies (Syzygy AG
and Mediopoly) serve all operating entities and therefore 
are segregated. The different segments follow the same
accounting principles as the consolidated entity. Transac-
tions between segments have been eliminated.

The operating activities of these companies and allocation 
of assets by geographic area for the years ended December
31, 2003 and 2002 are presented in accordance with SFAS
No. 131, “Disclosure about Segments of an Enterprise and
Related Information”:

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

In 2002, four customers each accounted for more than 10%
of total revenues. Revenues generated with these four cus-
tomers amounted to 67% of total revenues.

In the United Kingdom income taxes of KEUR 241 (2002:
KEUR 241) were incurred. All other income taxes amount 
to KEUR 1,359 (2002: KEUR –241) and refer to deferred taxes
at Syzygy AG. 

In 2003, three customers each accounted for more than 
10% of total revenues. Revenues generated with these three
customers amounted to 66% of total revenues.
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in KEUR 2003 2002

Costs of purchased
services

1,180 1,741

2003 2002

Employees 123 125

in KEUR 2003 2002

Employee usage
of company cars

42 55

Restructuring
costs

0 –600

Other 7 78

49 –467

in KEUR 2003 2002

Interest and similar income 3,180 2,565

Gains from sale
of securities

397 446

Losses from sale
of securities

0 –24

Interest expenses 0 –19

3,577 2,968

in KEUR 2003 2002

Domestic income taxes 1,359 462

Foreign income taxes 241 241

Income tax from continued
operations

1,600 703

Deferred tax on losses
from discontinued
operations

0 –703

1,600 0

in KEUR 2003 2002

Salaries and wages 7,709 8,011

Social security 1,055 953

8,764 8,964

6. Cost of purchased services 
and materials

Cost of purchased services and materials, which is included
in various captions in the consolidated income statement for
the years ended December 31, 2003 and 2002 was as follows:

8. Other operating income/expense, 
net

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

7. Personnel expenses/number 
of employees

Personnel expenses, which are included in various captions
in the consolidated income statements for the years ended
December 31, 2003 and 2002, were as follows:

The average number of employees in Germany and the UK
was as follows:

Restructuring costs in 2002 include severance payments to
laid-off employees at Syzygy Deutschland GmbH and the
restructuring of the Management Board of Syzygy AG as 
well as related legal costs.

9. Financial result

10. Income taxes

In 2003, income from continued operations includes
deferred taxes of KEUR 1,359 (2002: KEUR –241).

In Germany, effective since January 1, 2001, a standard tax
rate of 25% on both distributed and retained earnings is
applicable. The tax rate amounts to 26.8% including the 
solidarity surcharge of 5.5% and flood water tax of 1.5%. 

The tax rate for municipal trade taxes was unchanged at
14.9%. Since municipal trade taxes are deductible from 
the corporate income tax base this leads to a combined 
statutory rate of 37.3%.
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in KEUR 2003 2002

Income before taxes 4,358 408

Non-deductible expenses:

– Compensation
expenses

8 –146

– Deconsolidation
Syzygy France

0 330

– Other tax-free 
income/expenses

0 20

Taxable income 4,366 612

German trade tax on income 650 91

Income after German trade tax 3,716 521

Corporate income tax 929 130

German trade tax 650 91

Solidarity surcharge 51 7

Tax effect on current year losses 0 296

Foreign tax rates
differential

–30 –2

Reversal of
allowances

0 522

1,600 0

in KEUR Term 2003 2002

(+) Assets/(–) liabilities:

Loss carryforwards Syzygy AG short/long 412 1,919

Deferred tax 412 1,919

Deferred tax liabilities:

Accounts receivable short 0 –12

Marketable securities short –853 –661

IPO costs short/long –38 –1,397

Development costs for websites short/long 0 –30

–891 –2,100

Deferred tax, net –479 –181

Thereof:

Tax accruals and payables –479 –703

Settlement with shareholders’ equity 0 522

The table below shows the reconciliation of the current 
German statutory corporate income tax rate of 25% and 
the effective tax rate:

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

At December 31, 2003 and 2002, deferred tax assets and liabilities can be summarized as follows: 

The utilization of loss carryforwards is not limited in time.
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in KEUR 2002

Expenses:

Result Syzygy France
(2002: 7 months)

–792

Loss from deconsolidation –393

Rent guarantee –270

Payment –115

Legal costs –38

–1,608

Tax effects:

Loss on accounts receivable 545

Rent guarantee 101

Payment 43

Legal costs 14

703

Loss from discontinued operations, 
net

–905

2003 2002

Average number of shares
in thousand

12,000 12,000

Income from continuing 
operations in KEUR

2,758 1,312

Net income in KEUR 2,758 408

EPS from continuing
operations (basic in Euro)

0.23 0.11

EPS from total operations
(basic in Euro)

0.23 0.03

Maximum dilution 576 533

EPS from continuing operations
(diluted in Euro)

0.22 0.10

EPS from total operations
(diluted in Euro)

0.22 0.03

Syzygy France realized revenues of KEUR 1.313 until July 31,
2002.

12. Earnings per share

Earnings per share have been calculated in accordance 
with SFAS No. 128, “Earnings per Share.” Earnings per
share are calculated by dividing consolidated net income by
the weighted average number of shares outstanding during
the year.

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

11. Discontinued operations

Syzygy AG sold its shares in Syzygy France S.A., effective as
of August 1, 2002, to the local management.

According to SFAS No. 144 all income and expenses of the
disposed subsidiary and all expenses incurred in the context
of the disposal were disclosed under “Losses from discon-
tinued operations.”
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Date of resolution Number Allotted

January 1, 1997 6,000 September 23, 1998

December 31, 1998 3,221 April 14, 1999

June 30, 1999 408 June 30, 1999

As these shares have been granted to the employees with-
out charge the resulting total compensation expense to be
spread over the vesting period (KEUR 208) reflects the fair
market value of the shares granted. Compensation income
for this plan were KEUR 153 because of forfeited options of
leaving employees in 2002. As there are no variable compo-
nents or performance criteria, the expenses resulting from
this plan are fixed.

(b) 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. 

estimate of the fair market value, the companies were 
valued at GBP 8.0 mio. (GBP 68.11 per ordinary share) on
December 31, 1998 and GBP 12.0 mio. (GBP 102.17 per ordi-
nary share) at September 30, 1999. The A-shares granted 
had no expiration date as to their conversion into ordinary
shares.

The A-shares were allocated as follows:

13. Stock-based compensation

Syzygy has issued two different stock-based compensation
plans for its employees. The objectives of both plans include
attracting and retaining personnel and promoting the suc-
cess of the Company by providing employees the opportunity
to acquire shares.

Under APB 25, the Company recognized net compensation
income of KEUR 8 (expenses: KEUR 21; income: KEUR 13)
as 104,494 options forfeited because of leaving employees.
In 2002 net compensation income of KEUR 146 were
incurred.

(a) Employee share scheme
On September 23, 1998, Mediopoly introduced a stock-based
compensation plan which consisted of the allocation of a
second class of equity term “A-shares”.

The shares were allocated in 3 tranches. The first tranche 
of shares was granted to senior management. When this
grant was made Mediopoly and its 100% subsidiary Syzygy
UK were considered as a development-stage business, 
valued by management at GBP 2.0 mio. (GBP 17.03 per 
ordinary share). The second and third tranches were granted
to other employees. By this time, based on management’s

30% of the A-shares were convertible into ordinary shares 
1 year after date of grant, 30% after 2 years and 40% after 
3 years. At December 31, 2001, none of the shares granted
had been converted into ordinary shares and 6.530 have
been forfeited.

In 2000 in the course of the merger with Syzygy AG and
Syzygy Deutschland the conditions of this programme were
changed. Instead of conversion into shares of Mediopoly, 
the A-Shares were converted into shares of Syzygy AG of
equal value. Employees who were granted such shares 
have restrictions with regards to selling these shares that
correspond to the original vesting conditions of the former 
A-shares.

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003
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Exercise
price
EUR

Fair value at
grant date

EUR

Number of
options

granted in
thous.

Number of
options expired/

returned  in
thous.

Number of
options

in thous.

Weighted-
average 

exercise price 
EUR

Weighted-average
remaining 

contractual life
EUR

22.00 12.70 1 0 1 22.00 3.8

14.00 12.70 77 53 24 14.00 3.8

12.00 12.70 378 182 196 12.00 3.8

5.21 5.10 154 76 78 5.21 4.3

3.42 3.15 166 30 136 3.42 3.4

4.26 3.90 147 6 141 4.26 4.3

576 7.20 3.9

Of these stock options 40% vest after 2 years from date of
grant, 30% after 3 years and 30% after 4 years. 

For the options granted on October 6, 2000, November 6,
2000, April 12, 2001, May 20, 2002 and April 7, 2003, exercise
prices were above the fair market value of Syzygy AG’s
shares at the date of grant so that no expenses had to be
incurred. The fair market value of Syzygy AG’s shares on
October 12, 2000, was EUR 12.70, resulting in a total com-
pensation expense to be spread over the vesting period of

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

KEUR 236. Net compensation expenses for this plan were
KEUR 8 in 2003. As there are no variable components or
performance criteria, the expenses resulting from this plan
are fixed.

As of December 31, 2003, 185,784 options were exercisable.
At this time none of the outstanding stock options were
exercised and in the current year 104,494 options forfeited
because of leaving employees.

So far the following grants have been made:
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in KEUR

His-
torical 

costs

Un-
realised

gains

Un-
realised

losses

2003
Book value/

market value

2002
Book value/

market value

Marketable securities 47,694 2,032 –145 49,625 43,048

Investment funds 11,007 533 –135 11,405 14,012

58,701 2,565 –280 60,986 57,060

in KEUR
< 1 year 1-5 years 5-10 years Unlimited Total

Marketable securities 8,645 14,724 26,256 0 49,625

Investment funds 0 0 0 11,405 11,405

8,645 14,724 26,212 11,405 60,986

in KEUR 2003 2002

Cash and cash equivalents 1,127 1,237

15. Marketable securities

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

All securities are classified as “available-for-sale” and therefore, are disclosed at market
value. At December 31, 2003, market value in total was KEUR 2,285 higher than acquisition
cost (prior year: KEUR 1,772). The prior year amount included unrealized gains of KEUR
2,126 and unrealized losses of KEUR –354. The unrealized gains are recorded as a sepa-
rate component of stockholders’ equity in accumulated other comprehensive income, net
of tax.

The maturities of the securities are as follows:

14. Cash and cash equivalents

Cash and cash equivalents include cash, current bank
accounts and interest-bearing time deposits with maturities
under 3 months.
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in KEUR

Soft-
ware*

Leasehold
improve-

ments

Office
equipment

Total

Acquisition cost January 1, 2003 368 732 2,157 3,257

Additions 80 0 359 439

Disposals 0 0 –63 –63

Currency rate changes –16 –29 –83 –128

Acquisition cost December 31, 2003 432 703 2,370 3,505

Accumulated depreciation
January 1, 2003

238 292 1,424 1,954

Additions 112 114 394 620

Disposals 0 0 –63 –63

Currency rate changes –11 –14 –52 –77

Accumulated depreciation
December 31, 2003

339 392 1,703 2,434

Net book value December 31, 2003 93 311 667 1,071

Net book value December 31, 2002 130 440 733 1,303

in KEUR 2003 2002

Accounts receivable, 
gross

1,846 3,193

Unbilled receivables 878 125

2,724 3,318

Less:
Allowance for bad debt

–15 –18

Accounts receivable, trade, net 2,709 3,300

in KEUR 2003 2002

Interest receivables 1,752 1,473

Tax receivables 946 1,166

Prepaid expenses 404 396

Other 294 103

3,396 3,138

* Website development cost and acquired software.

16. Accounts receivable

Receivables with recognizable collection risks are provided
for by adequate provisions, while uncollectible receivables
are written off. 

17. Prepaid expenses and other 
current assets

Prepaid expenses and other current assets as of December
31, 2003, and 2002 consist of the following:

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

Tax receivables mostly relate to capital gains taxes. Prepaid expenses include advance 
payments for rent, digital services and insurance.

18. Fixed assets
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in TEUR 2003 2002

Deferred tax 891 703

German value-added tax 268 588

UK value-added tax 267 348

UK income tax 241 236

1,667 1,875

in KEUR 2003 2002

Accounts payable 278 379

Accruals:

– Outstanding invoices 287 361

– Rental obligations 250 400

– Annual shareholders’ meeting
and annual report

165 200

– Clients bonuses 143 150

– Employee bonuses 105 267

– Vacation days outstanding 101 104

– Audit costs 70 76

– Rent guarantee Syzygy France 0 84

Other 35 22

1,434 2,043

in KEUR 2003 2002

Rental deposits 179 176

in thsd. Shares %

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

2,786 23.2

EsNet, Ltd. 1,563 13.0

E-Net Two LLC 1,273 10.6

BAT Trustees 1,056 8.8

Marco Seiler 756 6.3

Freefloat 4,566 38.1

12,000 100.0

in KEUR 2003 2002

Special dividend 18,000 0

Social insurances and
salaries tax

208 299

Other 14 25

18,222 324

Accruals for rent obligations refer to subleased, respectively
vacant office space in London, Bad Homburg and Munich
and is mainly dependent on the possibilities of future sub-
leases.

21. Tax accruals and 
liabilities

23. Shareholders’ equity

We refer to the statement of changes in shareholders’ 
equity in the consolidated financial statements.

(a) Common stock
At December 31, 2003, common stock comprised of
12.000.000 no-par ordinary bearer-shares. However, such
shares have a stated value of EUR 1.00 per share. All of 
these are issued.

In 2003, a capital increase with subsequent capital reduction
amounting to 18.0 mio. Euro has been resolved by the annual
general meeting. After these capital measures the common
stock beyond amounts to 12.0 mio. Euro. The capital reduction
leads to a special dividend of 18.0 mio. Euro which will be made
in April 2004 and is shown as liabilities at December 31, 2003.

The shareholders of the Company as of December 31, 2003
were as follows:

19. Other non-current 
assets

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003

20. Accounts payable and accrued
expenses

22. Other liabilities
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Year in KEUR

2004 1,398

2005 924

2006 900

2007 900

2008 225

2009 and thereafter 0

Total 4,347

Furthermore the residual loss carryforward in the annual
accounts under German GAAP with the amount of 1.9 mio.
Euro at Syzygy AG has been set off with additional paid-in
capital in accordance with §150 IV No. 1 AktG.

(d) Dividends
Dividends are based on annual financial accounts of Syzygy
AG according to German GAAP. At December 31, 2003, finan-
cial statements of Syzygy AG show retained earnings of
KEUR 0.

24. Commitments and contingencies

(a) Litigation
The Company is subject to occasional lawsuits, investiga-
tions and claims arising out of the normal conduct of busi-
ness. The management does not believe that the outcome 
of any claims, asserted or unasserted, will have a material
adverse impact on the Company’s financial position or
results of operations.

(b) Operating leases
The group companies have entered into lease rental agree-
ments for various facilities and vehicles. At December 31,
2003, the future annual minimum payments from these
agreements amount to 
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(b) Authorized and contingent capital
With a shareholders’ resolution as of July 26, 2001, the Exec-
utive Board was authorized, 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 issuance of all of these additional shares would
increase the subscribed capital by KEUR 6,000 (authorized 
capital). No such additional shares were issued during the
fiscal year.

Additionally, the Executive Board was authorized to issue a
maximum of 1,200,000 additional shares (contingent capital)
in conjunction with the employee stock option programme as
described under Note 13 (b). Contingent capital represents
shares that are not yet issued or outstanding. As of Decem-
ber 31, 2003 a total of 576,514 of stock options to purchase the
same number of Syzygy common shares had been granted 
to employees of the group and the Board of Directors.

(c) Additional paid-in capital
The additional paid in capital emerged from the proceeds 
of the IPO on October 6, 2000, less direct cost of the IPO.

In 2003, the capital increase with subsequent capital reduc-
tion in the amount of 18.0 mio. Euro has been withdrawn
from the additional paid-in capital so that the additional 
paid-in capital has been reduced by 18.0 mio. Euro.

Total rental expense under operating leases amounted 
to KEUR 1,382 for the year 2003 and KEUR 1,592 for the year
2002. These expenses were set off by sublease income
amounting to KEUR 120 (2002: KEUR 235). The total of
expected future sublease income on the basis of existing
agreements is KEUR 393.

(c) Contingent liabilities
The Company does not expect any contingent liabilities as 
of December 31, 2003.
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25. Related party transactions

No material related party transactions occurred in 2003 
and 2002.

26. Exemption according to §264 section
3 HGB (German GAAP)

Syzygy Deutschland GmbH makes use of the exemption
according to §264 section 3 HGB.

27. Subsequent events

After the balance sheet date no extraordinary events
occurred which would have to be reported.

28. Significant differences between 
German and U.S. Accounting 
principles

(a) Introduction
Being a holding corporation that owns the majority of shares
in other companies, Syzygy AG is generally obliged to pre-
pare consolidated financial statements in accordance with

probable. According to German law only the capitalization 
of the expenses would be allowed so that the difference is
reflected in the margin.

(d) IPO costs
According to US-GAAP direct cost related to an IPO are 
offset net of tax effects from the proceeds from the IPO.
According to German GAAP such expenses are to be record-
ed in earnings.

(e) Website development cost
According to German GAAP it is generally not allowed to
capitalize internal cost for developing intangible assets.
Under US-GAAP certain direct cost for developing the 
company’s website must be capitalized.

(f) Deferred taxes
Under German GAAP, deferred tax assets are not recorded
for net operating losses. Under US-GAAP, deferred tax
assets are recorded for net operating losses and a valuation
allowance is established when it is more likely than not that
deferred tax assets will not be realized.

(g) Marketable securities
Under German GAAP, marketable debt and equity securities
are valued at the lower of acquisition cost or market value at
the balance sheet date. Unrealized losses are included in
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the accounting regulations set out in the German Commer-
cial Code (“Handelsgesetzbuch – HGB”). Section 292 a HGB
offers an exemption from this obligation if consolidated
financial statements are prepared and published in accord-
ance with internationally accepted accounting principles
(e.g. US-GAAP). Nevertheless, when using this exemption
rule it is required to describe the significant differences
between the accounting methods applied and German
accounting methods. 

(b) Fundamental differences
German HGB accounting rules and US-GAAP are based on
fundamentally different perspectives. While accounting
under the German HGB emphasizes the principle of caution
and creditor protection, the availability of relevant informa-
tion for shareholder decision-making is the chief objective 
of US-GAAP. The comparability of the financial statements –
both from year to year and from company to company – 
and the determination of performance on an accrual basis
therefore are more strongly emphasized under US-GAAP
than under HGB.

(c) Revenue recognition
According to US-GAAP under fixed price projects revenues
are recognized using the percentage-of-completion method,
if the performance of the project is in line with the contrac-
tual arrangements and the payment of the customer is
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earnings. Under US-GAAP, marketable debt and equity
securities are categorized as either trading, available for
sale or held to maturity. The Company’s securities are con-
sidered to be available for sale and, therefore, are valued
under US-GAAP at fair market value as of the balance sheet
date. Unrealized gains and losses for available-for-sale 
securities are reported net of tax, in other comprehensive
income. 

(h) Compensation expenses
According to US–GAAP compensation expenses have to be
incurred for variable employee share plans and under 
specific circumstances also for fix plans which are not
recognized under German GAAP. Among other these com-
pensation expenses have to be recognized when options are
granted at exercise prices that are below market value of
the respective shares at the date the options are granted. 
By recognizing these compensation expenses the potential
dilution effect for the shareholders is reflected in the income
statement of the Company. 

(i) Losses from discontinued operations
According to US-GAAP, all income effects in the context of
selling a separable business unit have to be disclosed in the
income statement below income from continuing operations
in a separate line item. This includes all income and expens-
es, net of tax effects. All assets and liabilities of the sold 
unit are disclosed under current assets and current liabili-
ties as ”held for disposition”. Prior years numbers have to
be reclassified accordingly.

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003
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31. Corporate governance declaration
according to §285 section 16 HGB

The declaration of compliance according to §161 AktG has
been undertaken on December 29, 2003 and is available for
all shareholders on our website.

March 1, 2004

Executive Board

Marco Seiler Frank Wolfram

29. Executive Board

Marco Seiler
CEO, Management Syzygy Deutschland

Sven-Roger von Schilling
CFO until March 31, 2003

Frank Wolfram
CTO

The members of the Executive Board do not hold any Super-
visory Board or similar positions. Total remuneration of the
Executive Board members in 2003 was KEUR 571. The share
of variable renumeration amounts to KEUR 160.

In 2003, a total number of 22,000 stock options with an aver-
age exercise price of EUR 4.26 was granted to the Executive
Board members. In 2002 90,000 options with an average
exercise price of EUR 3.42 were granted to the board mem-
bers. In total, 163,000 options with an average price of EUR
6.86 were granted to the members of the Executive Board.
Because of Sven-Roger von Schilling leaving the Company 
in 2003 a total number of 66,187 options with an average
exercise price of EUR 8.06 were forfeited.

30. Supervisory Board

Michael Mädel
(Chairman)
President J. Walter Thompson

Adriaan Rietveld
(Deputy Chairman)
General Partner EsNet, Ltd.

John Hunt
Investment Advisor

The Supervisory Board received a remuneration of KEUR 60
for 2003.

5.5 Consolidated Financial Statements 2003 Notes to the Consolidated Financial Statements 2003
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Report of the Independent Public Accountants.

5.6 Consolidated Financial Statements 2003 Report of the Independent Public Accountants

“We have audited the consolidated financial statements,
comprising the balance sheet, the income statement and
the statements of changes in shareholders’ equity and cash
flows as well as the notes to the financial statements, pre-
pared by syzygy AG, Bad Homburg, for the fiscal year from
January 1 to December 31, 2003. The preparation and the
content are the responsibility of the Company's manage-
ment. Our responsibility is to express an opinion whether
the consolidated financial statements are in accordance 
with the US-GAAP, based on our audit.

We have conducted our audit of the consolidated financial
statements in accordance with the German audit regulations
and the generally accepted German standards for the audit
of financial statements promulgated by the IDW ["Institut
der Wirtschaftsprüfer in Deutschland": Institute of Public
Auditors in Germany]. Those standards require that we plan
and perform the audit such that it can be assessed with rea-
sonable assurance whether the consolidated financial state-
ments are free of material misstatement. Knowledge of the
business activities and the economic and legal environment
of the Group and evaluations of possible misstatements are
taken into account in the determination of audit procedures.
The evidence supporting the amounts and disclosures in the
consolidated financial statements are examined on a test
basis within the framework of the audit. The audit includes

assessing the accounting principles used and significant
estimates made by management, as well as evaluating the
overall presentation of the consolidated financial state-
ments. We believe that our audit provides a reasonable 
basis for our opinion.

In our opinion, the consolidated financial statements give 
a true and fair view of the net assets, financial position,
results of operations and cash flows of the Group for the 
fiscal year in accordance with US-GAAP.

Our audit, which also extends to the management report of
the Company and the Group prepared by the management
board for the fiscal year from January 1 to December 31,
2003, has not led to any reservations. In our opinion, on the
whole the management report of the Group together with
the other disclosures in the consolidated financial state-
ments provide a suitable understanding of the Group’s 
position and suitably presents the risks of future develop-
ment. In addition, we confirm that the consolidated financial
statements and the management report of the Group for the
fiscal year from January 1, 2003 to December 31, 2003 satisfy
the conditions required for the Company’s exemption from
its obligation to prepare consolidated financial statements
and the Group management report in accordance with 
German law.”

Eschborn/Frankfurt/M., 
March 1, 2004

Ernst & Young AG
Wirtschaftsprüfungsgesellschaft

sgd. Boesser sgd. Turowski
Wirtschaftsprüfer Wirtschaftsprüfer
(German Public Auditor) (German Public Auditor)
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5.7 Konzernabschluss 2003 Notes



Sun Microsystems and developed in a Java Community
Process. Key among the J2EE components are Enterprise
Java Beans, Java Server Pages and Servlets.

Microsoft .NET
Technology initiative launched by Microsoft with the aim 
of developing software for business applications based on
Internet standards such as XML.

Mobile Commerce
e-commerce conducted using Internet-enabled mobile
terminals. Possible terminals include WAP or iMode-
enabled mobile telephones, in addition to PDAs with wire-
less Internet access via mobile communication or WLAN.

PDA
Personal Digital Assistant.

Usability/Usability Lab
The user friendliness of an interactive system. Interactive
systems are systems that have a man-machine interface
and respond to the user’s actions. In usability labs, qua-
litative methods (e.g. thinking out loud) and quantitative
methods (direct-eye-movement observation system) are
used to test the user-friendliness of internet applications
and recommend modifications.

Web Services
Technology for integrating heterogeneous software 
applications via the Internet with the aid of standardised
transmission protocols and data formats as -> XML.

XML (Extensible Mark-up Language)
A mark-up language based on the SGML standard. XML
allows users to share data across platforms over the 
internet, particularly for e-commerce.

Enterprise Application Integration (EAI)
Methods, software and processes for integrating various
software applications within companies or beyond the 
confines of company boundaries.

Ergonomics
The adaptation of technology to humans. When devising
Internet pages, the term ‘ergonomics’ entails designing
websites with the user’s comfort in mind. This includes 
the navigation, design and organisation of the information.
An Internet presentation should be clear, self-explanatory,
meet expectations, fault tolerant and intuitive. -> Usability

Framework
A framework is a draft template for a software application
or a part thereof that is in the developmental stages and
which can be adapted by the software developer. It is a
complete sub-system that determines the architecture 
of all applications based on it. This enables the developer 
to concentrate on the specific details of the respective
applications. Most of the framework-based application
runs within the framework itself. This makes it possible 
to develop applications much more quickly and with far 
fewer errors.

Information Architecture
The design and arrangement of browser-based informa-
tion. Information architecture deals with the organisation
and layout of the information content of a website. This
includes both the structure of the individual pages and the
internal correlation of the pages. The objective here being
to assist the user in successfully and quickly finding spe-
cific information and understanding it.

J2EE
J2EE stands for “Java 2 Platform, Enterprise Edition” and
is a standardised framework for developing server-side
Java applications. The J2EE standard is controlled by 

Glossary.

Business Intelligence
Business intelligence describes the analytical processes
that reshape existing company and business data into 
relevant knowledge that can be acted upon.

Corporate Governance
In everyday international usage, Corporate Governance
relates to responsible business management and control
designed to add value over the long term. In a domestic
context, Corporate Governance refers to the legal and
effective framework for managing and monitoring a com-
pany.

e-business
The electronic processing of business processes either
within or between companies on the basis of Internet tech-
nology.

e-commerce
Electronic processing of transactions via the Internet.

E-CRM (Electronic Customer-Relationship Management)
In E-CRM, customer relationships are analysed, planned
and managed using electronic media, and the internet in
particular, in order to fully focus the company on selected
customers.

e-mail campaign
Addressing customers using the electronic medium of e-
mail. The advantages are lower costs, high speed and the
immediacy of the contact. email campaigns are currently
the most popular form of marketing commonly referred 
to as e-marketing, i.e. marketing conducted by means of
Internet technology.
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