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Management Report of TELES AG Informationstechnologien
TELES and the Market
TELES AG Informationstechnologien is a global company in the field of innovative telecommunication technologies and services. It offers network operators communication
solutions and technologies that cover a wide range of subscriber, landline replacement
and network infrastructure solutions. TELES focuses on the markets in German-speaking
countries, on Europe and the Middle East. Around 300 customers worldwide rely on the
powerful and scalable TELES solutions.

In August 2018, we announced that we were looking for investors. Since then, substantial restructuring work has been carried out. The workforce made a major contribution
to this. Extensive salary deferrals and waivers were agreed. In addition, the longstanding majority shareholder waived loans of around EUR 3.3 million at the end of
2018. In August 2019, TELES AG Informationstechnologien as a 100% shareholder, sold
TELES Communication Systems GmbH, Vienna, to the local management under the
leadership of Thomas Haydn through a management buy-out. Unlike the TELES AG Informationstechnologien, the purchaser is able to finance the modern and very complex
unified communications as a service business with additional investments that are still
necessary. Both companies have signed a strategic partner contract that will ensure continued close cooperation in the coming years. In addition, the majority shareholder has
given up a final waiver of the right to recovery of waived loans and a waiver of further
loans of EUR 1.1 million. In addition, a family member of a key person waived loans of
1.4 million euros.
The trends from previous years continued in 2019 in the continued Carrier Solutions
division with the customer focus on telecommunications network operators:
• Cost pressure on the part of network operators
• Further market consolidation
• Shutdown of outdated TDM infrastructure
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Network operators have been under strong cost pressure for years. Operational costs
have to be reduced through higher automation, better analysis options for efficient fault
prevention and elimination. Technologically, flexible network structures have to be set
up and expanded. Technologies such as "Network Function Virtualization" (NFV) or
"Software Defined Networks" (SDN) promise lower operating costs, but are associated
with high investments. The margins in wholesale (carrier-carrier business) continue to
decrease. The classic core business of carriers with voice minutes in the fixed and mobile network has generally been eroding for years. Here you can only work with higher
automation, further traffic optimization and efficient detection and avoidance of fraud.
Our changeover in 2015 to pure software development and virtualization suits us here
and helps us a lot in discussions with customers.

The market consolidation among the network operators is increasing. As successful
companies continue to grow and expand their market power, there are more and more
business tasks. Our customer XTRA Telecom, a subsidiary of the MASMOVIL Group, is a
good example of a successful business model in Spain. Year after year, smaller competing companies are taken over and quickly integrated into the existing network and system landscape. For us, this means continuous growth, since our geo-redundant
softswitch platform is set.

The time of the TDM shutdown in Europe is approaching, so Deutsche Telekom wants to
shutdown the old TDM infrastructure in mid-2020. The need for TDM / VoIP mixing systems is waning. This does not apply to the Middle East. The replacement of “1. Generation NGN Systems ”is progressing. Service costs that are too high encourage a system
change. The industry giants rely on IMS systems from the big old manufacturers. The
demands on the network interconnections are increasing and require corresponding
extensions of the SIP interface. It is in this environment that we have been able to position TELES very well in recent years. Together with our partner TELES Communication
Systems, Vienna (meanwhile Communi5 Technologies GmbH), we are very well positioned. Last December, for example, we were able to win another customer in Kuwait
with Mada Communications, a subsidiary of the ZAIN Group.
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In 2020, the focus will be on securing the maintenance business, which has been very
successful for many years. This is the only way our existing customers will continue to
rely on TELES and expand their networks together with us. With our partner TELES
Communication Systems, we will pay a lot of attention to the replacement of old NGN
systems.

Control system
The company's operating business is essentially controlled by the most important financial performance indicators, sales and EBIT, as well as by the other measures of contribution margin, costs and order intake. The control system also takes a number of nonfinancial indicators into account. The EBIT represents the operating result before taxes
and the financial result. It is therefore a central parameter of the internal control and
also a good indicator of the company's operating cash flow. In addition, the liquidity is
monitored daily to ensure early deviations from the planned cash flows to be able to
react.

© TELES AG Informationstechnologien

Seite 6 von 63

Translation –the German version is authoritative

Economic situation of TELES AG Informationtechnologien
The following explanations regarding the net assets, financial position and results of
operations refer to the annual financial statements of TELES.
At EUR 4.2 million, sales decreased by 21% from EUR 5.3 million in the reporting year.
The cost of materials ratio rose to 47.7% (previous year: 47.1%) and is related to the decline in sales.
We clearly missed our ambitious forecast for the 2019 financial year (sales growth between 17% and 33% and a positive result (EBIT - before special items)) made in the previous year. The reason for this was the very weak income from the sale of software licenses. The main focus in 2019 was on the renovation efforts for TELES and the sale of
TE-LES Communication Systems GmbH, Vienna during the year.
Other operating income rose from EUR 3.7 million to EUR 6.0 million. The increase results from various extraordinary circumstances that do not arise from normal business
operations. Earnings of EUR 2,878 thousand were received as a result of a netting process with a former affiliated company, which led to a corresponding reversal of impairment when a liability was derecognised and a value-adjusted loan was derecognised.
Loan waivers by related parties in the amount of EUR 2,551 thousand (previous year:
EUR 3,296 thousand) were also declared. There was also income from the release of
provisions in the amount of EUR 218 thousand (previous year: EUR 51 thousand). Other
income from subletting is included in the amount of € 121 thousand (previous year: €
117 thousand).
Personnel expenses were reduced by 37% to EUR 2.1 million (previous year: EUR 3.2
million). This decrease resulted mainly from the significantly lower number of employees. Other operating expenses were kept stable at EUR 1.4 million (previous year: EUR
1.6 million).
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In the annual financial statements of TELES, the annual surplus amounts to EUR 3.9 million (previous year: annual surplus of EUR 1.1 million), which is mainly due to the income
described above.
TELES AG's total assets decreased by almost EUR 4.8 million compared to the previous
year. This is due in particular to the decrease in liabilities to affiliated companies by EUR
2.9 million. This relates to the process of offsetting with a former affiliate described
above.
Other liabilities decreased by EUR 1.8 million, of which EUR 2.5 million related to the derecognition of loans to related parties as a result of the pronounced waiver of loans. In
contrast, other liabilities rose by EUR 1.2 million, including due to the loan of EUR 0.6
million
Due to the annual surplus of EUR 3.9 million, the deficit not covered by equity was reduced to EUR 2.3 million (previous year: EUR 6.2 million).
In summary, the past financial year was not satisfactory, the company is still in an operational crisis. In particular, the ambitious sales forecasts have not been achieved, and the
result for the year is disappointing.

Human Resources
On average, TELES had 26 employees at its Berlin location (previous year: 38). The sale
of TELES Communication Systems GmbH has reduced the number of employees over
the year. At the end of 2019, TELES had 20 employees (previous year 24). In addition,
TELES invests in employees who are undergoing university or vocational training. As of
December 31, 2019, a student was working at the headquarters in cooperation with the
University of Economics and Law (HWR), Berlin, as part of a dual study program.
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Research & Development
In the area of research and development, TELES focuses on rapidly developing and introducing new, marketable products, continuously optimizing the development processes and reducing the costs of developing and producing high-quality new and reliable
products. In the 2019 financial year, research and development expenses primarily reflect the further development of the soft switch for mobile network operators and virtual mobile network operators. In the past financial year, seven employees (previous year:
7) worked in research and development.

Report on Opportunities and Risks
The telecommunications market continues to be put under massive pressure by a whole
range of factors, influences and new providers. The landscape of network operators and
service providers, which has grown over decades, is being heavily plowed through. Last
year, the trends from previous years continued: the cost pressure on the part of network operators has increased, the shutdown of outdated TDM infrastructure is becoming even more important and there is ongoing mactus consolidation.
Opportunity report
Competition in some markets makes it particularly difficult for small and medium-sized
providers such as TELES to absorb the price pressure, especially from network operators.
TELES is countering this development with services that restrict the switch to competitors. Price increases for preliminary products, for example, cannot always be passed on
to customers and sometimes weaken the competitive position. We counter procurement risks through coordinated purchasing, through long-term supply contracts,
through close coordination with suppliers, and through continuous improvements in
procurement management. Nevertheless, there can be no guarantee that there will be
no supply difficulties in the future, that project execution will not be delayed and that
business development will be significantly affected.
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To safeguard development and production, TELES also relies on competing suppliers in
procurement markets. In some areas, however, it is hardly possible to actually obtain
equivalent products from alternative suppliers. That hides a. an increased purchasing,
price and marketing risk.
Risk report
Entrepreneurial activity is generally also exposed to risks. For example, geopolitical and
strategic conflicts can dampen demand in regions that are not directly affected. The
events on the financial markets and the imbalance of national budgets, especially in
some European countries, depress the economy and affect the economic development
of companies. New providers can also jeopardize TELES 'competitive position. When
considering the risks, we differentiate between the environment, product, service and
technology risks, personnel, regulatory, currency, financial, interest and IT risks as well
as other risks. TELES is currently recognizing a heightened risk situation due to the corona pandemic. For this reason, the Management Board cannot rule out any deterioration,
for example in the macro-economic environment, which is also detrimental to the company's sales and earnings situation. If necessary, you can complain about the risk situation and reduce opportunities.
Against the background of the overall situation presented here and the individual risks
described below and the risks that could jeopardize the company's continued existence,
the risk situation can be described as “tense”.

Environmental risks
Environmental risks for TELES arise from economic conditions and fluctuations in demand, from price changes and from the dependency on suppliers and contract manufacturers. The uncertainties in the EURO zone, the unstable political and economic situation in the European Mediterranean region can significantly weaken demand in some of
TELES 'European home markets. In the past, we have had limited success in the UK. In
this respect, we consider risks from the BREXIT environment to be very manageable.
Activities in the other markets outside the core market of DACH and Europe limit the
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impact of a drop in demand on earnings, but cannot fully shield the risks. This hinders
reliable forecasts for the further development of TELES. There are no foreseeable economic risks for TELES due to the Corona Virus. 80% of the TELES workforce is equipped
with home workplaces, and 100% for the provision of maintenance services. To what
extent our customers or our potential new customers are affected by the Corona virus
and, if necessary, purchasing decisions are postponed or changed, cannot be estimated
for us.

Product, service and technology risks
Product, service and technology risks are among the most significant that TELES has to
face. Product risks are caused by the late development, acceptance and / or delivery of
products and by product errors. Regardless of market saturation, the telecommunications industry is characterized by short innovation cycles for services that enable network operators to tap new customers. This requires a strong commitment on the part of
TELES in market observation, analysis and development. The earnings situation depends
to a large extent on the ability to adapt to changing markets and their requirements, to
develop and introduce new marketable products quickly, to constantly optimize development processes and to reduce the costs of developing and producing high-quality
new and reliable products .
The timely fulfillment of promised installation and service performances in the agreed
quality are essential success factors for TELES. This is all the more so because service
framework contracts with our customers have a significant share of sales and the nonperformance or poor performance can result in direct damage through compensation
claims, improvements or sales losses. The service quality is therefore permanently and
promptly evaluated and, if necessary, improved. We actively prevent risks from product
defects and liability risks through careful development and reliable quality controls.
In addition, sales and results can be negatively impacted by investments in technologies
that do not prove to be marketable and functional and are not introduced in time.
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Personnel risks
Like any other highly specialized knowledge and development-intensive company, TELES
is subject to special personnel risks that result from the resignation of employees. The
know-how of the employees is a capital of TELES in many functions. The risk is that with
the loss of employees, the corresponding knowledge and experience can also be lost
and processes can come to a standstill. The company therefore pays particular attention
to long-term employee loyalty to the company in order to keep staff turnover low. TELES
also recruits committed young employees through cooperation with universities as part
of dual study programs.
Regulatory risks
The telecommunications sector of the relevant market is still regulated by law in many
countries. In individual cases, official regulations or changes to them can significantly
increase operational costs and / or have an impact on sales. In addition, changes in tax
laws and regulations could lead to higher tax expenses and / or have an impact on deferred tax assets and liabilities.
Currency risks
Because TELES generates part of its sales and material procurement outside the European Monetary Union, the impact of currency fluctuations on earnings cannot be ruled
out if cash flows are denominated in a currency other than the euro. The risk is reduced
by billing business transactions as far as possible in the functional currency. For cases
that are not billed in functional currency, TELES reserves the right to use hedging instruments.
Financial and Interest rate risks
Delays in payment and, if applicable, defaults have problematic effects on TELES 'already
tight liquidity. Nevertheless, TELES is not directly dependent on individual customers. A
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volume of 8% (previous year: 5%) of total sales was generated with the single customer
with the highest sales in the 2019 financial year.
Basically, TELES evaluates customers and projects in advance and reduces financial risks
by regularly agreeing advance payments and, if necessary, using payment protection
instruments.
IT-risks
Development and quality assurance of products, but also all other processes of TELES
AG, depend to a large extent on IT hardware, software and systems, their availability and
reliability. Data is also subject to external risks from infiltration, malware, unauthorized
access to telecommunications networks and servers and pirated copies. We counteract
this by continuously improving the security of our systems, through redundant hardware and access restrictions.

Financing/Investors/Going Concern
The company's liquidity remains tight:
Liquid funds from loan commitments from the former majority shareholder to finance
the operating business totaling EUR 0.6 million had to be drawn on in the 2019 financial
year. Waiver of loans including interest from related parties (EUR 2.5 million nominal) as
of December 31, 2019 contributed to the relaxation of the financial situation. The Management Board considers the available and contractually secured additional funds (EUR
0.7 million) together with the capital increase described in the following paragraph to be
sufficient to cover the expected funding requirements until at least mid-2021.
In addition, the Management Board of TELES AG sees the possibility that the financial
position can be improved by the new investor. As announced by the board in March
2020, the board is planning to carry out a financial restructuring. In a first step, the share
capital is to be reduced. The company is currently planning to propose a reduction of 8
to 1. Subsequently, the share capital is to be increased again by way of an increase in
subscription rights against cash contributions. The bidding consortium around SIMBLI-
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ON GmbH has declared its willingness to participate in such a capital increase with an
investment amount of EUR 700,000.
TELES focuses on the growth area of software-based solutions for network operators.
With the focus on so-called Tier1 and Tier 2 carriers - the former national telecommunications monopolists and possibly their larger competitors - the niche markets for gateways also change the sales cycles: projects that are manageable in their complexity and
decision-making are replaced by Larger projects that involve long tendering and decision-making processes and require much more time to implement.
We are well aware of the fact that financing gaps can also arise with longer project lead
times and are considered challenging. However, this is a necessary side effect in order to
master the leap to a solution provider who can successfully talk to internationally operating carriers. The future of TELES depends to a large extent on how quickly it will be
possible to do business with these multinational carriers in the future and realize significantly more demanding projects with a medium to high single-digit million euro amount.
Business planning naturally involves risks and uncertainties. It is based on today's assumptions, expectations, estimates and projections by TELES, which have been taken
into account to the best of our knowledge and belief and taking commercial principles
into account. In this respect, deviations from the plan cannot be ruled out.
The continued existence of the company depends on the fact that the planned sales for
the coming months are not sustained, the cost structure remains as planned and the
promised funds from the capital measure amounting to EUR 0.7 million and the unused
loan amount of EUR 0.7 million are sufficient or, if necessary, increased.
Overall statement on the risk situation of the Company

The management board of TELES AG sees the main risk for TELES AG in insufficient liquidity to compensate for unexpected cash flow fluctuations and the associated risk of
the company's continued existence. Compared to the previous year, there were no significant changes in the overall risk situation or the listed individual risks.
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Forecast
Our assessment for 2020 is based on stable macroeconomic conditions and the expectation that the discernible boost in demand for modern telecommunications solutions
will continue. The development outlined here is subject to opportunities and risks, which
are presented in the opportunity and risk report. Due to the current global developments (corona pandemic), we do not believe that plans going beyond 2020 are reliably
possible.
The year 2020 will be challenging: In order to increase the visibility of TELES and to expand our presence on the market, we will intensify our sales partnerships and continuously expand our marketing. Nevertheless, we know that sales and marketing activities
can only thrive in the long term and are clearly bearing fruit - in this respect we will only
gradually observe success in sales and earnings.
There is still a growing need for powerful softswitch solutions, especially in Europe and
the Middle East. The landscape of network operators and service providers, which has
grown over decades, is being heavily plowed through. Last year, the trends from previous years continued: the cost pressure on the part of network operators has increased,
the shutdown of outdated TDM infrastructure is becoming even more important, and
there is ongoing market consolidation. In the new financial year, we will intensify contacts to so-called Tier2 carriers and advertise successfully completed projects to arouse
interest in the market.
In 2020, we expect the company's overall sales to decline by around 35% compared to
the previous year. This decrease is mainly due to the sale of the TCS subsidiary in 2019.
In relation to the “Carrier Solutions” business remaining after the sale, we anticipate
sales growth of between 10% and 18% and a positive result (EBIT).
In the event that the current crisis should have a stronger impact on TELES 'business
area than before, there could be a decline in sales of around 10% and a negative EBIT of
around EUR -250 thousand. As shown, this forecast is subject to considerable uncertain-
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ty as TELES, like the national and international economy, is in a rapidly developing situation.
In the end, the forecasts made in the 2018 annual financial statements could not be
achieved. Our very ambitious targets could not be achieved in retrospect, especially because our resources were tied to a certain extent through the sale of the last subsidiary
TCS and the associated "decoupling measures" as well as the negotiations on the strategic partnership. as we could not have anticipated. Although no opportunities were lost
as a result, more orders could have simply been generated due to the focus exclusively
on customer acquisition. At the same time, we have not been able to gain sales potential, which we weighted with a high probability of occurrence due to the positive negotiations, due to the very aggressive pricing strategies of the competition. We have incorporated the knowledge from these forecast deviations into the current forecast.
The cost of materials will grow almost in relation to sales, since the company does not
expect any price changes here. The most important partners in the area of licenses and
hardware have been reliable partners for years, who have given no indication that the
conditions would change.
Personnel expenses will remain almost unchanged, and there may be new hires in sales
and development, so that there will be corresponding increases. However, these are
initially not anticipated in the planning.
Due to the rapid development in connection with the spread of the CORONA virus,
which arose during the installation period, the plans and forecasts made are subject to
considerable uncertainty. The global stock exchanges are currently experiencing a rapid
decline in value, which has fundamentally affected every industry. Due to the high level
of uncertainty that has hit society, politics and the economy, it cannot be estimated to
what extent this crisis could have an impact on a global recession. Against this background, the Executive Board cannot foresee to what extent the assumed premises and
the prognosis derived from them will materialize.
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Key Figures of TELES AG in Accordance with the German Commercial Code (HGB)
TELES AG Informationstechnologien
(in k Euro)

01.01.2018 31.12.2018

01.01.2019 31.12.2019

Sales revenues

5.258

4.160

-21%

Operating result/EBIT

1.540

4.688

>100%

-434

-221

49%

Financial income

1.106

4.467

>100%

Taxes on income

0

596

-100%

1.106

3.870

>100%

Finanz- und übriges Beteiligungsergebnis

Net income

Change

Internal Control System
Pursuant to Section 289 (4) HGB, TELES is obliged to describe the key features of the internal control and risk management system with regard to the accounting process in the
management report. The scope and design of the accounting-related internal control
and risk management system and its adaptation to the specific requirements of TELES
are at the discretion and responsibility of the Executive Board. TELES has therefore established a "risk management" integrated into the operational processes. The management is responsible for monitoring and coordinating risk management. Risk reporting to
management includes regular and systematic identification, qualification and evaluation
of the relevant risks and security systems. In 2019, the assessment of the risks was not
yet based on the amount and probability of potential damage occurring. These changes
are planned for 2020.

© TELES AG Informationstechnologien

Seite 17 von 63

Translation –the German version is authoritative

Description of the Internal Control System
The accounting-related internal control system of TELES includes all principles, procedures and measures to ensure the effectiveness, efficiency and correctness of the accounting as well as to ensure compliance with the relevant legal regulations.
Internal controls defined on the basis of risk aspects are embedded in the accounting
process. The accounting-related internal control system includes both preventive and
detective controls, for which IT-based and manual coordination, plausibility checks, the
separation of functions, the four-eyes principle, general IT controls, such as B. Access
rights in IT systems belong.
The internal control system supports, within the framework of the organizational, control and monitoring structures laid down in TELES, the recording, processing and assessment of company-related facts and their proper presentation in the accounting.
The accounting processes are controlled by the accounting department. Laws, accounting standards and other pronouncements are continuously analyzed with regard to their
relevance and impact on the annual financial statements. The accounting-related internal control system described is supplemented by controls at company level that are carried out by the highest decision-making bodies.
However, due to the nature of the matter, personal discretionary decisions, incorrect
controls, criminal acts or other circumstances cannot be ruled out and then lead to a
limited effectiveness and reliability of the internal control system and the risk management system used. Thus, the application of the systems used cannot guarantee absolute
security with regard to the correct, complete and timely recording of facts in accounting.
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Legal Disputes
The company is involved in legal proceedings and legal disputes that occur in the normal
course of business. The company generally creates provisions for such cases if it is likely
to be used and an amount can be estimated.

Remuneration Report
This remuneration report has been prepared in accordance with the recommendations
of the German Corporate Governance Code (DCGK) and contains information that is
required under the German Commercial Code (HGB). It is part of the management report. The remuneration report contains the principles of the remuneration system for
the Management Board and the Supervisory Board and details the amount and structure of the remuneration.
Remunerationof the Management Board
The total remuneration of the management board of TELES AG - with the exception of
the remuneration of the co-chairman Prof. Dr.-Ing. Sigram Schindler - consists of nonperformance-related and performance-based remuneration components. The fixed
basic salary is paid monthly as a salary. As a fringe benefit, the Management Board receives a monthly allowance for health and nursing care insurance as well as the granting
of a company car and the associated monetary benefit. In addition, the Management
Board receives an annual variable remuneration, which is based on the degree to which
the result-oriented targets agreed with the Supervisory Board at the beginning of a financial year are achieved. In addition, the Supervisory Board can grant the Management
Board a discretionary bonus, the amount of which is based on the one hand on the
overall success of the company and on the other hand on the personal success in the
responsible business area. The compensation of the co-chairman Prof. Dr.-Ing. Sigram
Schindler limited himself to the provision of a company car and its monetary benefit.
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The remuneration of the Executive Board for the 2018 and 2019 financial years is made
up as follows:
Allowances granted
(in k€)
Fixed remuneration
Fringe benefits
Total
One-year variable remuneration
Multi-annual variable remuneration
Total
Pension costs
Total remuneration

Oliver Olbrich
Co-Chairman of the Management Board / CEO
2018
2019
2019 (min)
2019 (max)
231
218
218
218
4
4
4
4
235
222
222
222
0
0
0
100
0
0
0
0
235
222
222
322
0
0
0
0
235
222
222
322

Allowances granted
(in k€)

Prof Dr.-Ing. Sigram Schindler *
Co-Chairman of the Management Board until 30.07.2019
2018
2019
2019 (min)
2019 (max)
Fixed remuneration
0
0
0
0
Fringe benefits
37
26
26
26
Total
37
26
26
26
One-year variable remuneration
0
0
0
0
Multi-annual variable remuneration
0
0
0
0
Total
0
26
26
26
Pension costs
0
0
0
0
Total remuneration
37
26
26
26
* Prof. Dr.-Ing. Sigram Schindler left the Management Board on July 30, 2019
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Allowances granted
(in k€)
Fixed remuneration

Thomas Haydn
Member of the Management Board until 30. Juni 2019
2018
2019
2019 (min)
2019 (max)
167
65
65
65

Fringe benefits
Total
One-year variable remuneration
Multi-annual variable remuneration
Total
Pension costs
Total remuneration

5
172

3
68

3
68

3
68

0
0
0
0

0
0
68
0

0
0
68
0

30
0
98
0

172

68

68

98

Remuneration of the Supervisory Board
The remuneration of the Supervisory Board consists of non-performance-related and
performance-related components. In addition to reimbursement of their expenses, the
members of the Supervisory Board receive a fixed annual allowance. In addition, the
members of the Supervisory Board receive performance-related variable remuneration
in the amount of 0.15% of a positive consolidated result. The upper limit is the amount
of the basic remuneration.
The Chairman of the Supervisory Board receives two and a half times the basic and additional remuneration.
The remuneration of the Supervisory Board for the 2019 financial year is made up as
follows:
(in €)
Prof. Dr. Walter Rust (until 31.07.2019)

2019
21.875

2018
37.500

Joachim Schwarzer

28.750

22.500

Prof. Dr. h.c. Radu Popescu-Zeletin (until 31.07.2019)

8.750

15.000

Markus Gernot Schmieta (from 12.08.2019)

8.688

0

Hartmut Brandt (from 12.08.2019)

5.792

0

73.855

75.000
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Disclosures Pursuant to Sec. 289 Para. IV,Sec. 315 Para. IV German
Commercial Code (HGB)
Composition of the Subscribed Capital
The fully paid-up share capital consists of 23,304,676 no-par value shares with an arithmetical value of € 1.00 each. Each share grants one vote. There are no other classes of
shares.
Restrictions with Regard to Voting Rights or the Transfer of Shares
The Management Board of the company is not aware of any restrictions that affect voting rights or the transfer of shares.
Direct or Indirect Shareholding in Capital which Exceeds 10% of the Voting Rights
Sigram Schindler Beteiligungsgesellschaft mbH, Berlin, Germany, held 57.41% of the voting rights of TELES AG as of the balance sheet date. The Sigram Schindler Beteiligungsgesellschaft mbH is 100% owned by Prof. Dr.-Ing. Sigram Schindler, whereby his voting
rights are attributed to him in accordance with Section 22 (1) Sentence 1 No. 1 WpHG.
The voting rights of the Sigram Schindler Foundation (1.46%) are also to be attributed to
him. Together with his direct voting rights, Prof. Dr.-Ing. Sigram Schindler as of the balance sheet date a total of 58.93% of the voting rights of TELES AG Informationstechnologien.
In addition, as far as the company is aware, there are no further direct or indirect holdings in the capital that exceed 10% of the voting rights.
On February 5, 2020, the long-standing majority shareholder SSBG sold 55.41% of the
shares to the two buyers Dirado Vermögensverwaltungs GmbH and TRONTEC SOLUTIONS GmbH. On February 11, 2020, a consortium of bidders around SIMBLION GmbH
announced that it had obtained control and intended to submit a mandatory offer in
accordance with Section 35 WpÜG.
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As of March 23, 2020, the Management Board and the Supervisory Board published
their “neutral” opinion, in which they refrain from recommending the shareholders.
Shares Vested with Special Rights; Controlling Powers
There are no shares with special rights that confer control powers.
Voting Rights Control
There is no control of voting rights within the meaning of Section 315a (1) No. 5 HGB.
Regulations on the appointment and dismissal of the members of the Board of Directors
and on changes to the Articles of Association.
According to § 6 of the statutes, the board consists of one or more person (s). The supervisory board determines the number within the framework of the aforementioned
regulation, as well as the appointment and revocation of the appointment, as well as the
appointment of a member of the executive board as chairman of the executive board. In
addition, the appointment and dismissal of the members of the Executive Board is
based on Sections 84 and 85 of the German Stock Corporation Act.
Changes to the Articles of Association are based on Sections 179, 133 AktG, whereby the
Supervisory Board is authorized pursuant to Section 14 of the Articles of Association to
resolve changes to the Articles of Association that only affect their wording.
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Powers of the Management Board Regarding the Option to Issue or Redeem Shares
Authorized Capital
By resolution of the Annual General Meeting on August 8, 2017, the Executive Board is
authorized, subject to the approval of the Supervisory Board, until December 31, 2021,
to increase the share capital once or several times by up to a total of EUR 11,652,338.00
against cash and / or contributions in kind by issuing up to 11,652,338 new no-par value
bearer shares (Authorized Capital 2017 / I).
Material Agreements of the Company Conditional on a Change in Control as a Result
of a Takeover Bid
Derartige Vereinbarungen existieren nicht.

Concluding Statement on the Dependency Report
In accordance with Section 312 (3) AktG, the Management Board declares that in 2019
there will be no reportable legal transactions or other measures between the company
and the controlling company or a third party, which the company may have done at the
instigation or in the interest of the controlling company or a related company met or
failed to record.
The Management Board further declares that the company received an appropriate
consideration in respect of the legal transactions listed in the report on relations with
affiliated companies, based on the circumstances known at the time the legal transactions were carried out. No other reportable measures in the interest or at the instigation
of the controlling company, which have led to disadvantages on the part of the company, were not taken in the 2019 financial year.
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Corporate governance report and corporate governance statement
The Management Board and the Supervisory Board report annually in the corporate
governance report in accordance with section 3.10 of the German Corporate Governance Code in the version of February 7, 2017 on the company's corporate governance.
Like the declaration of conformity in accordance with Section 161 of the German Stock
Corporation Act, this is part of the declaration on corporate management in accordance
with Section 289 f of the German Commercial Code. The German Corporate Governance
Code is intended to make the rules applicable in Germany for corporate management
and supervision transparent for national and international investors.
The term corporate governance stands for responsible management and control of
companies aimed at long-term value creation. Efficient cooperation between the Management Board and the Supervisory Board, respect for the interests of shareholders,
openness and transparency of corporate communication are essential aspects of good
corporate governance.
The Management Board and the Supervisory Board of TELES see themselves under an
obligation to ensure the existence of the company and sustainable value creation
through responsible, long-term management. The recommendations of the German
Corporate Governance Code in its current version serve as a guiding principle. After due
diligence, the Management Board and the Supervisory Board made the following declaration of conformity in accordance with Section 161 of the German Stock Corporation
Act in November 2019:
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Declaration of Conformity by the Management Board and the Supervisory Board of TELES
AG Informationstechnologien in accordance with Section 161 AktG on the German
Corporate Governance Code in the version dated February 7, 2017
Pursuant to Section 161 of the German Stock Corporation Act, the Board of Management and the Supervisory Board of a listed stock corporation must declare annually that
the recommendations of the "Government Commission on the German Corporate Governance Code" have been and will be, or which recommendations have not been or will
not be applied and why not. This declaration must be made permanently available to
shareholders.
The German Corporate Governance Code ("Code") contains regulations with different
binding effects. In addition to presentations of the applicable stock corporation law, it
contains recommendations from which the companies may deviate; however, they are
then obliged to disclose this annually. The Code also contains suggestions from which it
is possible to depart without disclosure.
The following declaration refers to the version of the code dated February 7, 2017 (published in the Federal Gazette on April 24, 2017).
The Management Board and the Supervisory Board of TELES AG declare that the recommendations of the "Government Commission of the German Corporate Governance
Code" published by the Federal Ministry of Justice in the official part of the electronic
Federal Gazette have been complied with with the exceptions given below since the last
declaration of conformity in November 2018 was and will be complied with in the future.
1. Code Section 3.8 (Management Board and Supervisory Board –D&O Insurance)
When taking out Directors 'and Officers' Liability Insurance, the Code recommends that
a deductible that complies with the statutory provisions for Management Board members also be agreed for the company's Supervisory Board.
The D&O insurance agreed by TELES does not provide for a deductible for the supervisory board. The nature of the supervisory board mandate, which is also evident in the
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different form of remuneration, makes it seem appropriate to differentiate between the
management board and the supervisory board with regard to D&O insurance. In addition, the agreement of a deductible is not considered suitable to further promote the
motivation and sense of responsibility of the members of the Supervisory Board, who
already act responsibly and in the interests of the company due to their office.
2. Code Section 4.2.1 (Management Board –Responsibility for Divisions in Internal
Rules of Procedure)
In addition to Section 77 AktG, the German Corporate Governance Code recommends
regulating the responsibilities of individual members of the Management Board in the
rules of procedure for the Management Board.
It was not necessary to define the departmental responsibilities in the rules of procedure for the Executive Board, because the departmental responsibilities result directly
from the individual employment contracts with the individual Executive Board members.
3. Code Section 4.2.3 (Management Board –Remuneration)
In addition to Section 87 (1) AktG, the German Corporate Governance Code recommends that payments in the event of early termination of the Executive Board be limited
(severance payment cap), whereby the severance payment cap is calculated based on
the total remuneration for the past financial year and, if applicable, also based on the
expected total remuneration for the current financial year.
A severance payment cap has been agreed in Mr. Olbrich's service contract, but it is only
calculated on the basis of the fixed salary.
4. Code Section 5.1.2 (Age Limit for Management Board Members, Diversity)
The code recommends that the supervisory board set an age limit for members of the
executive board.
TELES does not set an age limit for the Management Board, since the company should
generally also have the expertise of experienced Management Board members and an
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age-related exclusion does not seem appropriate to the Management Board and the
Supervisory Board.
5. Code Section 5.3 (Supervisory Board, Forming Committees)
The Code recommends that the Supervisory Board should form professionally qualified
committees depending on the specific circumstances of the company and the number
of its members.
The supervisory board of TELES AG currently consists of three members and thus represents a small body. Since the members as a whole - in addition to their other duties also deal with the committee issues mentioned in the code, the formation of committees is not considered suitable to increase the efficiency of the work of the Supervisory
Board and is therefore not intended. In this respect, the Chairman of the Supervisory
Board also has the chair if the Supervisory Board as a whole is concerned with monitoring the accounting process, the effectiveness of the internal control system, the risk
management system and the internal audit system as well as the audit, in particular the
independence of the auditor and that of the auditor services rendered.
6. Code Section 5.4.1 (Composition of the Supervisory Board, Age Limit, Diversity)
The Code recommends that the Supervisory Board state specific goals for its composition, which take into account the company's specific situation, the company's international activities, potential conflicts of interest, the number of independent Supervisory
Board members in the sense of. Number 5.4.2, take into account an age limit to be determined for members of the Supervisory Board and a standard limit to be determined
for the length of membership of the Supervisory Board and diversity.
The Supervisory Board has so far not specified specific goals for its composition and,
after considering the company-specific situation, does not initially provide for this. In the
interests of the company, the composition of the supervisory board primarily focuses on
the existence of the greatest possible technical expertise and international experience,
only afterwards further criteria are taken into account.
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The company also waives the determination of an age limit and a regular limit for the
length of membership for the Supervisory Board, since the company should generally
also have the expertise of experienced members of the Supervisory Board and an agerelated exclusion does not seem appropriate.
7. Code Section 5.4.5 (Supervisory Board –Training and Advanced Educational
Measures)
Furthermore, the Code recommends that the company should adequately support the
members of the Supervisory Board in the training and further education measures required to perform their duties.
In principle, the company supports the members of the Supervisory Board with appropriate training and further education measures within the framework of the statutory
reimbursement of expenses. As it has not yet been clarified which requirements have to
be met in order for the support from the company in the context of this code recommendation to be considered appropriate, a deviation from the recommendation is declared as a precaution.
8. Code Section 7.1.2 (Publication of Financial Reports)
According to the recommendation of the Code, the consolidated financial statements
should be publicly accessible within 90 days after the end of the financial year and interim reports within 45 days after the end of the reporting period. Basically, TELES AG publishes the consolidated financial statements and the interim reports - as far as possible within these deadlines. If necessary, however, it reserves the right to use the statutory
deadlines for disclosure. In deviation from the recommendations, the consolidated financial statements for the 2018 financial year were not published within 90 days and
the interim report for Q1 / 2019 was not published within 45 days. The other interim
reports for 2019 were published within the recommended 45 days.
Management and corporate structure
The management of TELES as a listed German stock corporation is determined by the
requirements of the German Stock Corporation Act and the German Corporate Govern-
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ance Code in its currently valid version as well as by the regulations of the articles of
association. In accordance with its legal form, TELES, with its executive board and supervisory board, has a two-part management structure that is characterized by a strict personal separation between the management and supervisory bodies. The third body is
the general meeting, in which the shareholders exercise their rights. All three bodies are
committed to the good of the company.
According to the articles of association, the supervisory board elected by the general
meeting consists of three members. The term of office of the Supervisory Board is generally five years. The Supervisory Board monitors and advises the Management Board in
the conduct of business. The Supervisory Board discusses business development, planning, strategy and its implementation at regular intervals. It discusses the quarterly and
semi-annual reports with the Executive Board before they are published and approves
the annual planning and the annual financial statements. He takes into account the auditor's report. The remit of the supervisory board also includes the appointment of the
members of the board of directors and the determination of the remuneration of the
board of directors and their regular review.
The Management Board is the management body of the company and currently consists
of one person. The management board is responsible for managing the company with
the aim of creating sustainable value. The principle of overall responsibility applies, i. H.
The members of the Board of Management are jointly responsible for the entire management, irrespective of departmental responsibility. The Management Board is bound
by the rules of procedure approved by the Supervisory Board. This regulates in particular the matters reserved for the entire Board of Management and also contains a list of
matters of fundamental importance that require the approval of the Supervisory Board.
The Management Board develops the corporate strategy and ensures that it is implemented in coordination with the Supervisory Board. He is also responsible for preparing
the quarterly and annual financial statements and for filling key personnel positions in
the company.
The general meeting is the organ for the decision-making process of our shareholders.
The annual financial statements will be presented to our shareholders at the Annual
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General Meeting. The shareholders decide on the appropriation of the balance sheet
profit and vote on other topics defined by law and the articles of association. Each share
has one vote. Shareholders who register in good time and who are shareholders of the
company at the beginning of the 21st day before the general meeting (record date) are
entitled to participate in the general meeting. Our shareholders can also have their voting rights exercised at the Annual General Meeting by an authorized third party or a
proxy appointed by the company and bound by instructions. You can also exercise your
voting rights by postal vote.
Control systems
The internal control systems support management in monitoring and controlling the
company and the business areas. The systems consist of planning, actual and forecast
calculations and are based on the company's strategic planning, which is revised annually. In particular, market developments, technological developments and trends, their
influence on the company's own products and services and the company's financial opportunities are taken into account.
The reporting system includes monthly profit and loss reports as well as quarterly reports and represents the net assets, financial position and results of operations of the
company and the divisions. The financial reporting is supplemented by further detailed
information that is necessary for the assessment and control of the operational business.
A further component of the control systems are quarterly reports on the main risks of
the company.
The reports mentioned are discussed in the board and supervisory board meetings and
represent the basis for assessment and decision-making.
The company's operating business is essentially controlled via the metrics of sales and
EBIT as well as a number of other key non-financial indicators.
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Women in leadership positions
In accordance with Section 111 (5) AktG, the Supervisory Board set a target of “zero” by
June 30, 2021 for increasing the proportion of women on the Management Board and
Supervisory Board.
Pursuant to Section 76 (4) AktG, the Executive Board also set targets for the two management levels below the Executive Board with a deadline set by June 30, 2021. A target
size of "zero" was set for the 1st level below the board. This reflects the status quo.
Due to the small size of the company with currently stagnating to falling employee numbers, which leads to an increased personal union between various management functions across several hierarchical levels, and the current economic situation of TELES,
there is an increase in the female quota in the current one Situation unlikely until June
30, 2021. Nevertheless, when filling vacant positions, TELES will always endeavor to take
women into account appropriately if they have the same professional qualifications.

Declaration by the legal representative
To the best of our knowledge, we assure that, in accordance with the accounting principles to be applied, the annual financial statements convey a true and fair view of the
company's net assets, financial position and results of operations and that the business
performance, including the business results and the situation of the company are presented in such a way that a picture corresponding to the actual situation is conveyed,
and the main opportunities and risks of the expected development of the company are
described.
Berlin, 31. März 2020
TELES AG Informationstechnologien
Der Vorstand
Oliver Olbrich
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Financial statements of
TELES Aktiengesellschaft
Information Technologien for 2019
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Balance sheet
TELES Aktiengesellschaft Informationstechnologien, Berlin
balance sheet as of 31st December 2019

Assets

EUR

EUR

31.12.2018
EUR

Liabilities

A. Fixed assets

A. Shareholders' equity

I.

I.

intangable assets
Concessions, patents, licences, trade marks and similar rights and assets

723.00

1,988.38

II. Tangible assets

II. Capital reserve

48,045.00

64,538.00

0.00

4.00

48,768.00

66,530.38

of which not covered by equity

III. Investments
Shares in group undertakings

B. Current assets
Stocks

1.
2.
3.

Raw materials and supplies
Finished goods and goods for resale
Paymnents on account

Ordinary shares

III. Revenue reserves

Fixtures, fittings, tools and equipment

I.

2,326,013.38

31.12.2018
EUR

23,304,676.00

23,304,676.00

2,330,467.60

2,330,467.60

27,961,156.98

31,831,382.90

-2,326,013.38
2,326,013.38

-6,196,239.30
6,196,239.30

0.00

0.00

Other provisions

907,331.11

530,695.07

C. Creditors
2,427.12
737.15
0.00

2,665.85
13,598.79
0.00
3,164.27

Trade debtors
Amounts owed by group undertaking
Other assets

EUR

B. Provisions

16,264.64

1.
2.
3.
4.
5.

Payment received on account
Trade creditors
Amounts owed to group undertakings
Other creditors including taxation and social security
of which EUR 30.471,31 (Vj. kEUR 130) is for taxes
of which EUR 0 (Vj. kEUR 44) is for social security

II. Debtors and other assets
1.
2.
3.

EUR

272,293.75
24,483.49
72,956.15

1,081,893.25
0.00
111,064.12
369,733.39

1,192,957.37

0.00

0.00

13,318.85

73,616.98

386,216.51

1,282,838.99

16,129.45

44,265.77

2,326,013.38

6,196,239.30

2,777,127.34

7,589,874.44

D. Deferred income

113,897.19
623,497.34
182,232.27
797,678.78

99,093.12
870,444.70
3,094,868.54
2,609,175.32

1,717,305.58

6,673,581.68

152,490.65

385,597.69

2,777,127.34

7,589,874.44

III. Investments
Other investments
IV. Cheque, Cash at bank and in hand

C. Prepayments and accrued income
D. Not covered by equity loss

Profit and Loss Account
TELES Aktiengesellschaft Informationstechnologien, Berlin
Profit and Loss Account for 2019

EUR
1. Turnover
2. Change in stock of finished goods and work in progress
3. Other operating income
of which relates to currency translation EUR 11.759,58 (Vj. kEUR 15)
of which relates to shareholder EUR 0,00 (Vj. kEUR 3.296)

EUR
faktor
4,160,328.20
0.00
6,086,166.58

-1
-1
-1

10,246,494.78
4. Cost of materials
a) Cost of raw materials, consumables
and of purchased merchandise
b) Cost of purchased services
5. Staff costs
a) Wages and salaries
b) Social security,
pensions and other benefit costs
of which EUR 8.576,00 (Vj. kEUR 10) is for pension costs
6. Depreciation
written off tangible and intangible fixed assets
written off current assets (7b §275 HGB)
7. Other operating expenses/charges
of wich relate to curreny translation EUR 16.887,94 (Vj. kEUR 38)

Other interest receivable and similar invome
Income from securities
Amounts written off investments
Interest payable and similar charges
of which related to shareholder EUR 10.741,86 (Vj. kEUR 328)

1
1

293
2,206

1,751,677.87

1

2,735

298,887.63

1

508

17,756.00
65,150.56
1,438,133.68

1
1
1

19

0.76
0.00
0.00
221,168.62

964.00

15. Profit or loss for the financial year

440

440
1

3,871,189.92

14. Other taxes

1,631

7,392
-1
-1
1
1

596,296.04

13. Profit or loss after taxes

3,680

527,355.40
1,458,879.82

221,167.86
12. Tax on profit

5,258

8,938

5,557,840.96
8.
9.
10.
11.

2018
kEUR

1,107
1

3,870,225.92

1,106

16. Loss carryforward

31,831,382.90

32,938

17. Balance sheet loss

27,961,156.98

31,831
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TELES Aktiengesellschaft
Informationstechnologien, Berlin
Notes to the annual financial statements for 2019

I.

General information
The annual financial statements were prepared in accordance with commercial law for
large corporations within the meaning of section 267 (3) sentence 2 HGB and in compliance with the special provisions of the German Stock Corporation Act. The total cost
method is used for the profit and loss account.
TELES AG Informationstechnologien is based in Berlin. The company is registered under
number HRB 60781 in the register of the Charlottenburg District Court.
If additional information is not included in the balance sheet or profit and loss account,
this is shown and explained separately in the notes.
Due to the sale of the last subsidiary, TELES Communications Systems GmbH, Vienna, in
August 2019, the company is not a parent company in the sense of § 290 HGB more.
Against this background, there is no obligation to prepare consolidated financial statements in accordance with § 290 ff. HGB as well as § 315e HGB. To inform the capital
market, the company will publish selected unchecked indicators that have been determined in accordance with international accounting regulations.
The annual financial statements were prepared on the basis of the continuation of the
business activity.
Contrary to planning, the company was unable to significantly improve its earnings and
financial position. As a result, the financial situation remains strained. The legal representatives carried out extensive restructuring and financing measures in 2019. If the
measures initiated do not lead to a significant improvement in the equity base as well as
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the earnings and financial position as planned, there are significant doubts as to the
ability of the company to continue operating. The company may therefore not be able to
realize its assets and pay its debts in the ordinary course of business.
Wir weisen darüber hinaus auf die Angaben im Bericht über die Lage der Gesellschaft in
den Abschnitten „Wirtschaftliche Lage der TELES/Finanz- und Zinsrisiken“ sowie „Finanzierung/Investoren/Going Concern“ hin.

II.

Accounting and valuation methods

The following accounting and valuation methods continued to apply to the preparation
of the annual financial statements.

A.

Accounting methods

Leased assets for which TELES is not the economic owner are not accounted for.

B.

Assessment methods

As before, intangible assets and property, plant and equipment are valued at acquisition
or production costs, less scheduled straight-line depreciation, based on a normal useful
life of three to ten years. Assets with a value of € 250.00 to € 1,000.00 are depreciated in
accordance with tax regulations. In the absence of materiality, this procedure is adopted
for the annual financial statements under commercial law.
Financial assets are generally accounted for at their acquisition costs and loans at nominal value, possibly reduced by depreciation to the lower fair value.
In principle, inventories are valued at the cost of acquisition or manufacture. Lower replacement prices and costs were taken into account in accordance with section 253 (4)
sentence 2 HGB. In addition, restrictions regarding the marketability through appropriate discounts were taken into account; Corresponding individual evaluations were car-
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ried out for this. This takes into account the risk of future technological developments in
the industry.
With the exception of customary retention of title, the inventories are free of third party
rights.
Receivables and other assets are generally recognized at their nominal amount. Identifiable default risks have been taken into account by means of appropriate individual value adjustments, which were basically determined on the basis of the known individual
default risks. To the extent that special individual default risks were not discernible,
general valuation allowances were determined in such a way that items that are associated with comparable risks are grouped into valuation groups and, based on the age
structure, devalued proportionately at rates between 10% and 90%, in individual cases
up to 100% were.
When converting receivables into foreign currency, the regulation of § 256a HGB is observed.
The balance of the bank account held in USD was valued at the middle spot exchange
rate on the reporting date (€ 1 = $ 1.12).
Only deferred items (section 250 (1) HGB) are recognized under prepaid expenses.
The provisions cover all identifiable risks and uncertain obligations to an appropriate
extent. They are recognized in the amount of the settlement amount necessary according to reasonable commercial assessment.
Liabilities are recognized at settlement amounts. For the conversion of amounts in foreign currency, the regulation of § 256a HGB is observed. The notes on currency translation shown in the income statement include both realized and unrealized exchange rate
differences.
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Income before the balance sheet date is shown as deferred income if it represents income for a certain period after that date. The prepaid expenses recognized as of December 31, 2018 and 2019 relate to advance payments for accrued revenue from the
provision of services.
For the determination of deferred taxes due to temporary or quasi-permanent differences between the commercial valuations of assets, debts and prepaid expenses and
their tax valuations or due to tax loss carryforwards, these are valued with the companyspecific tax rates at the time the differences are reduced and the Amounts of the resulting tax relief and relief are not discounted. The capitalization of an excess of deferred
taxes does not take place in the exercise of the existing recognition option.
All revenues that result from the sale of company-typical goods or that arise in connection with the provision of company-typical services are reported as sales revenues.

III.

Details of the items on the balance sheet and the profit and loss
account 1

A.

Capital assets

The development of fixed assets (Section 284 (3) HGB) can be seen from the attached
schedule of assets.

B.

Current assets

RECEIVABLES AND OTHER ASSETS
Trade receivables from third parties were written down by EUR 223 thousand in 2019
(previous year: EUR 110 thousand).

1

For computational reasons, rounding differences to the mathematically exact values (monetary units, percentages, etc.) can
occur in tables and in references.
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Trade receivables include receivables with a remaining term of more than one year in
the amount of EUR 0 thousand (previous year: EUR 101 thousand). As in the previous
year, all other receivables and other assets have a term of up to one year.
Tax receivables in the amount of EUR 3 thousand (previous year: EUR 3 thousand) are
recognized in the other assets.
LIQUID FUNDS
All cash of EUR 13 thousand is freely available (previous year: EUR 74 thousand).

C.

Prepaid expenses and deferred charges

Only deferred items are recorded under the prepaid expenses.

D.

Equity

SUBSCRIBED CAPITAL
As in the previous year, the fully paid-up share capital consists of 23,304,676 no-par value shares with an arithmetical value of € 1.00 each.

AUTHORISED CAPITAL
By resolution of the Annual General Meeting on August 8, 2017, the Executive Board is
authorized, subject to the approval of the Supervisory Board, until December 31, 2021,
to increase the share capital once or several times by up to a total of EUR 11,652,338.00
against cash and / or contributions in kind by issuing up to 11,652,338 new no-par value
bearer shares (Authorized Capital 2017 / I).

E.

Accruals

The provisions relate to uncertain liabilities. The other provisions of EUR 907 thousand
(previous year: EUR 531 thousand) include in particular tax provisions of EUR 596 thou-
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sand (previous year: EUR 0 thousand), provisions for personnel costs of EUR 82 thousand (previous year: EUR 265 thousand), completion and auditing costs of EUR 51 thousand (previous year: EUR 121 thousand), Supervisory Board compensation of EUR 66
thousand (previous year: EUR 75 thousand) and for not yet received invoices EUR 39
thousand (previous year: EUR 47 thousand).

F.

Liabilities

RESIDUAL TERM
The liabilities have remaining terms of up to one year in the amount of EUR 1,717 thousand (previous year: EUR 6,674 thousand) and more than one year in the amount of EUR
0 thousand (previous year: EUR 0 thousand). As in the previous year, there are no liabilities with a remaining term of more than five years.

AFFILIATED COMPANIES
Liabilities to affiliated companies (EUR 182 thousand, previous year EUR 3,095 thousand)
relate to loan liabilities to the majority shareholder SSBG in the amount of EUR 173
thousand (previous year: EUR 162 thousand). In the previous year, liabilities to affiliated
companies from deliveries and services were reported for TELES Communication Systems GmbH, Vienna (TCS) in the amount of EUR 2,891 thousand. TCS was sold on August
15, 2019.

OTHER LIABILITIES
Other liabilities mainly include loans to related parties (EUR 600 thousand; previous
year: EUR 2,364 thousand), wage tax liabilities of EUR 23 thousand (previous year: EUR
63 thousand), a VAT charge of EUR 8 thousand (previous year: VAT charge of EUR 67
thousand) ), Social security liabilities of EUR 0 thousand (previous year: EUR 44 thousand) and accounts receivable in the amount of EUR 153 thousand (previous year: EUR
38 thousand).
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G.

Deferred tax liabilities

As of the balance sheet date, no deferred tax liabilities have to be recognized. The company does not exercise the right to vote in accordance with Section 274 (1) HGB to recognize a resulting tax relief by recognizing deferred tax assets. The deferred tax assets
that are not recognized are based on corporate and trade tax loss carryforwards. The
tax rate applicable for TELES AG is 30.2% (corporation tax including solidarity surcharge
15.8% and trade tax 14.4%).

H.

Sales revenue

21% of sales were generated domestically and otherwise in Europe and the Middle East.
The sales according to the company's sales markets are as follows:
2019

2018

TEUR

TEUR

DACH

1.651

2.250

Europe

1.117

1.475

Middle East

1.279

1.280

Other

113

253

Total

4.160

5.258

The allocation of sales is based on the customer's country of origin.

I.

Other operating income and other operating expenses

Other operating income
The increase in other operating income to EUR 6,086 thousand (previous year: EUR
3,680 thousand) is attributable to EUR 2,878 thousand due to a write-up of loans for affiliated companies and loan waivers of related parties in the amount of EUR 2,551 thousand (previous year: EUR 3,296 thousand). There was also income from the reversal of
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provisions in the amount of EUR 218 thousand (previous year: EUR 51 thousand). Other
income from subletting is included in the amount of € 121 thousand (previous year: €
117 thousand).
The reversal of the impairment on the loan to TELES Communication Systems GmbH,
which had been written down in the past, resulted from the sale of the investment. In
this context, mutual claims and liabilities were offset. The company's loan was revived in
the amount mentioned in the income statement because a trade payable to the former
subsidiary was netted.
The income from waiving loans from related parties was recognized with retroactive
effect in the past financial year (objective value improvement for restructuring
measures). These were loans from the years 2016, 2017 and 2018, which the related
parties have given up for good and without an amendment.

IV.

Contingent liabilities and other financial obligations

The other financial obligations, which are not shown in the balance sheet, break down
as follows as of the balance sheet date:
Rental obligations for real estate (by exercising the option right to non-automatic rent
extension for a further 12 months each and assuming a future change in the consumer
price index for Germany, published by the Federal Statistical Office, Wiesbaden (base
year 2010 = 100), compared to the month of the rental start by less than 5 percent up or
down)
k EUR
on the total rental period

654

davon mit einer Laufzeit von bis zu einem Jahr

212

Leasing and rental leasing obligations for movables
k EUR
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on the total rental period (up to 36 months)

82

of which with a maturity of up to one year

58

There are also financial obligations of EUR 208 thousand for services to be obtained in
2020.
The other financial obligations reported in the previous year resulted from the improvement agreement made in connection with the loan waiver by the majority shareholder. As this was a conditional obligation, it would not have been passivated until the
condition occurred. As the majority shareholder waived the rights to remedy in 2020
with intended retroactive effect after 2019, the remedial agreements and the previously
existing other financial obligations no longer apply. Based on the multi-year planning,
there would have been a possible waiver of € 4,614 thousand (previous year: € 4,616
thousand), which was discounted at the time of the balance sheet date.

V.

Information about transactions with related parties and companies in accordance with Section 285 No. 21 HGB
The transactions conducted with related parties in the 2019 financial year correspond to
the customary market conditions.
As an exception to this, the company believes that the loan waivers made by related parties in favor of the company should be mentioned.
The related parties are the former main shareholder as a natural person (to change the
group of shareholders see the supplementary report) and a family member of a key
person.
The value of the loan waiver amounts to an income of EUR 2,551 thousand.
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VI.

Supplementary information

A.

Number of employees

The average number of employees in the company (excluding board members and
trainees) is 26 (previous year: 38).
B.

Management Board

The following were members of the Management Board in the past financial year
Oliver Olbrich, CEO (until July 30, 2019 Co-CEO)
Prof. Dr.-Ing. Sigram Schindler, Co-CEO (until July 30, 2019)
Thomas Haydn, Member of the Management Board (until June 30, 2019)
Total remuneration of the Management Board for 2019 (in EUR thousand) and number
of subscription rights:
2019

2019

2018

2018

Number of all

Fix**)

variable

fix

variabel

subscription
rights

Oliver Olbrich
Prof. Dr.-Ing.
gram Schindler

222

0

235

0

0

26

0

37

0

0

68

0

172

0

0

316

0

484

0

0

Si*)

Thomas Haydn

*) The remuneration for Prof. Dr.-Ing. Sigram Schindler correspond to the monetary benefits from the provision of the vehicle.
**) incl. benefits

C.

Supervisory Board

The Supervisory Board of TELES AG in the reporting year consists of:


Prof. Dr. Walter Rust, Berlin, Attorney at law and notary public until July 31, 2019
(Chairman of the Supervisory Board)
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Joachim Schwarzer, Berlin, graduate economist
(Deputy Chairman of the Supervisory Board until July 31, 2019, since August 14, 2019
Chairman of the Supervisory Board)



Prof. Dr. h. c. Radu Popescu-Zeletin, Berlin, University Professor until July 31, 2019



Markus Gernot Schmieta, Hannover, public accountant, attorney and tax advisor,
since August 12, 2019
(Deputy Chairman of the Supervisory Board since August 14, 2019)



Hartmut Brandt, Munich, Attorney at law, since August 12, 2019

Die folgenden Aufsichtsratsmitglieder hatten noch weitere Aufsichtsratsmandate:
Prof. Dr. Walter Rust,
Chairman of the Supervisory Board of SHF Communication Technologies AG, Berlin
Member of the Supervisory Board of Fiagon AG, Berlin
Member of the Supervisory Board of Charité Research Organisation GmbH, Berlin
Member of the Supervisory Board of provitro AG, Berlin
Prof. Dr. h. c. Radu Popescu-Zeletin,
Member of the Board of Directors of OpenLimit Holding AG
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The expense allowances for the members of the Supervisory Board:
(in EUR)

2019

2018

Prof. Dr. Walter Rust

21.875

37.500

Joachim Schwarzer

28.208

22.500

Prof. Dr. h.c. Radu Popescu-Zeletin

8.750

15.000

Markus Gernot Schmieta

8.688

0

Hartmut Brandt

5.792

0

73.313

75.000

D.

Subsequent events

On February 5, 2020, the long-standing majority shareholder SSBG sold 55.41% of the
shares to the two buyers Dirado Vermögensverwaltungs GmbH and TRONTEC SOLUTIONS GmbH. On February 11, 2020, a consortium of bidders around SIMBLION GmbH
announced that it had obtained control and intended to submit a mandatory offer in
accordance with Section 35 WpÜG.
As of March 23, 2020, the Management Board and the Supervisory Board published
their “neutral” opinion, in which they refrain from recommending the shareholders.
In a statement dated February 5, 2020, a loan from the former majority shareholder
originally from 2011 that was used in the amount of EUR 173 thousand (including accrued interest) was extended until December 31, 2020 at improved conditions.
In a further two steps, the loan agreement concluded on April 30, 2019 with the longstanding majority shareholder for EUR 1,300 thousand was initially amended so that the
company would repay a maximum amount of EUR 300 thousand of the loan amounts
paid out after the notice period had expired and under certain additional conditions got
to. The lender subsequently terminated the contract on June 5, 2020.
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E.

Services of the auditing company

The fee of MSW GmbH Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft,
Berlin, for the financial year 2019 for the final audit is EUR 35 thousand (including travel
expenses and expenses).

F.

Declaration of Compliance

The Management Board and the Supervisory Board of TELES AG have issued a declaration of conformity in accordance with the German Corporate Governance Code (Section
161 AktG), which was published on the TELES AG website in November 2019
(www.teles.com).

G.

List of shareholdings in accordance with Section 285 No. 11 HGB

As of December 31, 2019, there was no shareholding (direct investments).

H.

Appropriation of profits

The Management Board proposes to carry forward the net profit of EUR 3,816 thousand
to a new account.

Berlin, March 31, 2020
TELES Aktiengesellschaft Informationstechnologien
Management Board
Oliver Olbrich
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Schedule of fixed assets
TELES Aktiengesellschaft Informationstechnologien, Berlin
Development of Assets 2019

Acquisition cost
31.12.2018
I.

Depreciation

Disposals

31.12.2019

31.12.2018

Additions

Residual book values for

Disposals

31.12.2019

31.12.2019

31.12.2018

Intangable Assets
Concessions, patents, licences, trade marks and similar rights and assets

II.

Additions

78,996.49

0.00

2.38

78,994.11

77,008.11

1,263.00

0.00

78,271.11

723.00

1,988.38

920,057.57

0.00

0.00

920,057.57

855.519.57

16,493.00

0.00

872.012.57

48,045.00

64,538.00

Tangable Assets
Fixtures, fittings, tools and equipment

III.

Investments

1.

Shares in group undertakings

1,786.04

0.00

1,786.04

0.00

1,782.04

0.00

1,782.04

0.00

0.00

4.00

2.

Amounts owed to group undertakings

8,532,420.92

0.00

8,532,420.92

0.00

8,532,420.92

0.00

8,532,420.92

0.00

0.00

0.00

Total Investments

8,534,206.96

0.00

8,534,206.96

0.00

8,534,206.96

0.00

8,534,206.96

0.00

0.00

4.00

Total Assets

9,533,261.02

0.00

8,534,209.34

999,051.68

9,466,730.64

17,756.00

8,534,202.96

950,283.68

48,768.00

66,530.38
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Development of Equity
TELES Aktiengesellschaft Informationstechnologien, Berlin
Development of Equity for the financial year from 1.1. to 31.12.2019

December 31, 2017
Net profit for the financial year
December 31, 2018
Net profit for the financial year
December 31, 2019
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Total Equity

Revenue reserves

Capital reserve

Nominal value of the shares

(in k€, the number of ordinary shares: 23,304,676)

23,305

2,330

-32,937

-7,302

0

0

1,106

1,106

23,305

2,330

-31,831

-6,196

0

0

3,870

3,870

2,3305

2,330

-27,961

-2,326

Seite 50 von 63

Translation –the German version is authoritative

Cash Flow Statement
TELES Aktiengesellschaft Informationstechnologien, Berlin
Cash Flow Statement for the financial year as of 31.12.2019

EUR

2019

2018

operating activities
Net profit/loss for the financial year
+/- Depreciation of property, plant and equipment
+/- Changes to provisions
-/+ Changes to Stocks and Trade Receivables
+/- Changes to Trade Payables and Other liabilities
+/- Interest paid / received
+/- Other expense / income of extraordinary amounts and meaning
+/- Income tax expense
=

Cash flow from operating activities

3,870,225.92

1,106,176.77

17,756.00

18,916.37

-219,660.00

65,505.76

864,467.02

450,887.18

-734,209.87

308,767.75

221,168.62

439,628.55

-5,276,341.86

-3,259,498.02

596,296.04

0.00

-660,298.13

-869,615.64

investing activities
-

Acquisition of property, plant and equipment

0.00

-56,081.37

=

Cash flow from investing activities

0.00

-56,081.37

financing activities
+

Deposits from taking out of (financial) loans

600,000.00

920,000.00

=

Cash flow from financing activities

600,000.00

920,000.00

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

-60,298.13

-5,697.01

73,616.98

79,313.99

13,318.85

73,616.98

Cash and cash equivalents at end of period
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Statement of legal representatives
To the best of our knowledge, we assure that, in accordance with the accounting principles to be applied for the consolidated financial statements, a true and fair view of the
net assets, financial position and results of operations of the group is given and in the
group management report, which is combined with the management report of the
company, the course of business including the business result and the situation of the
group are presented in such a way that a picture that reflects the actual situation is given, and the main opportunities and risks of the expected development of the group are
described.
Berlin, March 31, 2020
TELES Aktiengesellschaft Informationstechnologien
Management Board
Oliver Olbrich
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Independent auditor's report
To TELES AG Informationstechnologien
NOTICE ON THE AUDIT OF THE FINANCIAL STATEMENTS AND THE MANAGEMENT
REPORT
Audit opinions
We have checked the annual financial statements of TELES AG Informationstechnologien, Berlin consisting of the balance sheet as of December 31, 2019, the income statement, the statement of
changes in equity and the cash flow statement for the financial year from January 1, 2019 to December
31, 2019 as well as the notes, including the presentation of accounting and valuation methods. In addition, we have audited the management report of TELES AG Informationstechnologien for the financial year from January 1, 2019 to December 31, 2019. The corporate governance report contained in
the management report to be submitted in accordance with Section 3.10 of the German Corporate
Governance Code in the version dated February 7, 2017, the corporate governance declaration also
contained in the management report and the "Declaration by the legal representative" contained in the
management report (pursuant to Section 264 Paragraph 2 sentence 3 HGB and § 289 paragraph 1 sentence 5 HGB), we have not checked the content in accordance with the German legal regulations.
In our judgment based on the knowledge gained during the test


The attached annual financial statements comply in all essential respects with the German commercial law regulations applicable to corporations and, taking into account the German principles
of proper bookkeeping, convey a true and fair view of the company's net assets and financial position as of December 31, 2019 and its Earnings position for the financial year from January 1, 2019
to December 31, 2019 and



Overall, the attached management report gives an accurate picture of the situation of the company.
This management report is in line with the annual financial statements in all material respects, corresponds to the German legal regulations and correctly presents the opportunities and risks of future development. Our opinion on the management report does not extend to the content of the
above-mentioned corporate governance report Declaration on corporate governance and the "Declaration of legal representatives" mentioned above.



In accordance with Section 322 (3) Sentence 1 HGB, we declare that our audit has not led to any
reservations about the regularity of the annual financial statements and the management report.

Basis for the test results
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We have carried out our audit of the annual financial statements and the management report in accordance with § 317 HGB and the EU auditor regulation (No. 537/2014; hereinafter "EU-APrVO") in
compliance with the German principles of proper auditing determined by the Institute of Auditors
(IDW). Our responsibility according to these regulations and principles is further described in the section "Responsibility of the auditor for the audit of the annual financial statements and the management
report" of our auditor's report. We are independent of the company in accordance with European and
German commercial and professional regulations and have fulfilled our other German professional
duties in accordance with these requirements. In addition, in accordance with Article 10 (2) (f) EUAPrVO, we declare that we have not provided prohibited non-examination services in accordance with
Article 5 (1) EU-APrVO. We are of the opinion that the audit evidence we have obtained is sufficient
and suitable to serve as the basis for our audit opinions on the annual financial statements and the
management report.
Significant uncertainty in connection with the continuation of business
We refer to the statements made by the Management Board in the sections "Opportunity and Risk
Report" and "Financing / Investors / Going Concern" in the management report. There it is stated that
the liquidity of the company remains tight and the continued existence of the company depends on the
fact that the planned sales for the coming months are not sustained, the cost structure remains as
planned and the promised funds from the capital measure amounting to EUR 0.7 million and the as yet
unused loan funds in the amount of EUR 0.7 million are sufficient or to be increased if necessary.
This indicates the existence of significant uncertainty that can raise significant doubts about the ability
of the company to continue operating the company and pose a existential risk within the meaning of
Section 322 (2) sentence 3 HGB.
Our audit opinion has not been modified in this regard.

Particularly important audit issues in the audit of the annual financial statements
Particularly important audit matters are those matters that, in our due discretion, were most significant
in our audit of the annual financial statements for the fiscal year from January 1, 2019 to December
31, 2019. These issues were considered in the context of our audit of the financial statements as a
whole and in forming our opinion thereon; we do not give a separate opinion on these matters. We
have determined - with the exception of the facts described in the section "Significant uncertainty in
connection with the continuation of business" - that there are no other particularly important audit
matters to be reported in our auditor's report.
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Reasons for the determination as a particularly important examination matter
The company is in an operational crisis. The income generated and the associated liquidity are not
sufficient to sustainably cover the running costs. In the past, the company was dependent on the ability
to maintain its solvency through loan commitments from a related party. Against the background of
the associated uncertainty as to how and how long the running costs can be financed, we consider this
to be a particularly important audit issue. The risk for the conclusion is that the company does not
adequately represent the uncertainty in connection with the continuation of the business. The risk for
the conclusion also lies in the fact that the management board wrongly assumes a positive continuation
forecast and the assets and debts are not correctly accounted for.
Audit process and conclusions
We have checked the information given in the sections "Opportunity and Risk Report" and "Financing
/ Investors / Going Concern" in the management report to determine whether they are complete and
sufficiently precise to provide information about the main risks to which the company is exposed sees
and that could endanger the existence of society. We consider the information provided to be comprehensible, complete and sufficiently precise. With regard to the continued viability of the company, we
checked, on the one hand, the balance sheet equity and the earnings position and, on the other hand,
the provision of the company with liquidity to service the running costs. We believe that the planned
capital measures and, given the earnings situation in the Management Board's forecast period, provide
the company with equity capital sufficient to further reduce over-indebtedness, provided that the company's actual development corresponds to the Management Board's planning. We believe that providing the company with liquidity and assets that can be sold at short notice is sufficient to cover the costs
with which the Executive Board plans in its forecast period, provided the assumptions made by the
Executive Board within the framework of the planning are met.
Reference to related information
For information on the accounting and valuation methods used and the risks presented with regard to
the significant uncertainty in connection with the continuation of business, we refer to the information
provided by the company in the management report in the sections "Economic situation of TELES
AG", "Opportunity and risk report" and "Financing / Investors / Going Concern" and in the Appendix
in Sections I. General Information and II. Accounting and Valuation Methods.
Other Information
The supervisory board is responsible for the report of the supervisory board, the supervisory board and
the board of directors jointly for the declaration contained in the corporate governance declaration
pursuant to Section 161 AktG and the corporate governance report. For the rest, the legal representa-
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tives are responsible for the other information. The other information includes the "Declaration on
corporate governance" contained in the management report and the insurance of the legal representatives contained in the section "Declaration of the legal representatives" in accordance with section 264
(2) sentence 3 HGB and section 289 (1) sentence 5 HGB. The other information also includes the report of the Supervisory Board.
We have received a version of the report of the Supervisory Board pending the issue of this auditor's
report.
Our audit opinions on the annual financial statements and management report do not extend to the
other information, and accordingly we do not issue an audit opinion or any other form of audit conclusion.
In connection with our audit, we have the responsibility to read the other information and to appreciate
whether the other information


have significant discrepancies with the annual financial statements, the content-checked components of the management report or our knowledge obtained during the audit, or



appear misrepresented elsewhere.

If, based on the work we have carried out, we conclude that there is a material misrepresentation of
this other information, we are obliged to report this fact. We have nothing to report in this connection.
Responsibility of the legal representatives and the supervisory board for the annual financial statements and the management report
The legal representatives are responsible for the preparation of the annual financial statements, which
comply with the German commercial law applicable to corporations in all essential respects, and for
the fact that the annual financial statements correspond to the actual conditions in compliance with the
German principles of proper bookkeeping Image of the company's net assets, financial position and
results of operations. Furthermore, the legal representatives are responsible for the internal controls,
which they have determined in accordance with the German principles of proper bookkeeping to be
necessary to enable the preparation of annual financial statements that are free of material misrepresentations, whether intentional or unintentional .
When preparing the annual financial statements, the legal representatives are responsible for assessing
the ability of the company to continue doing business. Furthermore, they are responsible for disclosing
matters relating to the continuation of business, if relevant. In addition, they are responsible for ac-
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counting for the continuation of business activity on the basis of the accounting principle, provided
this does not conflict with actual or legal circumstances.
In addition, the legal representatives are responsible for the preparation of the management report,
which overall gives an accurate picture of the situation of the company and is in accordance with the
annual financial statements in all material respects, corresponds to the German legal regulations and
the opportunities and risks of future development accurately represents. Furthermore, the legal representatives are responsible for the precautions and measures (systems) that they have considered necessary to enable the preparation of a management report in accordance with the applicable German legal
regulations and for sufficient suitable evidence for the statements in the management report to be able
to provide.
The supervisory board is responsible for monitoring the company's accounting process for the preparation of the annual financial statements and management report.
Responsibility of the auditor for the audit of the annual financial statements and the management report
Our aim is to obtain sufficient certainty as to whether the financial statements as a whole are free of
material misrepresentations, whether intended or unintended, and whether the management report as a
whole conveys an accurate picture of the situation of the company and in all material matters is consistent with the annual financial statements and with the knowledge gained during the audit, complies
with German legal requirements and correctly presents the opportunities and risks of future development, as well as issue an auditor's report that contains our audit opinions on the annual financial statements and the management report .
Adequate security is a high level of security, but it does not guarantee that an audit carried out in accordance with Section 317 of the German Commercial Code and the EU APrVO, taking into account
the German principles of proper statutory auditing as determined by the Institute of Public Accountants (IDW), is a materially incorrect representation always reveals. Misrepresentations can result from
violations or inaccuracies and are considered essential if it could reasonably be expected that they will
affect the economic decisions of addressees based on these annual financial statements and management report.
During the audit, we exercise due judgment and maintain a critical attitude.
Furthermore


we identify and assess the risks of material - intentional or unintentional - misrepresentations in
the annual financial statements and management report, plan and carry out audit procedures in re-
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sponse to these risks, and obtain audit evidence that is sufficient and suitable to provide the basis
for our audit opinions to serve. The risk that essential misrepresentations are not revealed is higher
in the case of violations than inaccuracies, since violations can include fraudulent cooperation, falsifications, intended incompleteness, misleading representations or the overriding of internal controls.


we gain an understanding of the internal control system relevant for the audit of the annual financial statements and the precautions and measures relevant for the audit of the management report
in order to plan audit procedures that are appropriate under the given circumstances, but not with
the The aim is to give an opinion on the effectiveness of these systems to society.



we assess the appropriateness of the accounting methods used by the legal representatives as well
as the justifiability of the estimated values presented by the legal representatives and the related
information.



we draw conclusions about the appropriateness of the accounting principle of the going concern
applied by the legal representatives as well as, based on the audit evidence obtained, whether there
is material uncertainty in connection with events or circumstances, the significant doubts about the
Ability of the company to continue operating. If we conclude that there is material uncertainty, we
are obliged to draw attention to the relevant information in the annual financial statements and
management report in the auditor's report or, if this information is inappropriate, to modify our respective audit opinion. We draw our conclusions based on the evidence obtained by the date of our
audit. Future events or circumstances may, however, mean that the company can no longer continue to operate.



we assess the overall presentation, the structure and content of the annual financial statements,
including the information, and whether the annual financial statements represent the underlying
business transactions and events in such a way that the annual financial statements are properly
carried out in compliance with German principles The bookkeeping provides a true and fair view
of the company's net assets, financial position and results of operations.



we assess the conformity of the management report with the annual financial statements, its compliance with the law and the image it provides of the situation of the company



we carry out audit procedures on the forward-looking information presented by the legal representatives in the management report. On the basis of sufficient, suitable audit evidence, we particularly review the significant assumptions on which the legal representatives are based on the forward-looking statements and assess the appropriate derivation of the forward-looking statements
from these assumptions. We do not give an independent opinion on the forward-looking statements and the underlying assumptions. There is a significant unavoidable risk that future events
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will differ materially from the forward-looking statements.
We discuss, among other things, the planned scope and timing of the audit as well as significant audit
findings, including any defects in the internal control system, which we identify during our audit.
We make a statement to those responsible for surveillance that we have complied with the relevant
independence requirements, and we discuss with them all relationships and other matters that can reasonably be expected to affect our independence and the related issues protective measures taken.
From the matters that we discussed with those responsible for monitoring, we determine the matters
that were most significant in the audit of the annual financial statements for the current reporting period and are therefore the most important audit matters. We describe these matters in the auditor's report, unless laws or other legal provisions preclude public disclosure of the facts.

OTHER LEGAL AND OTHER LEGAL REQUIREMENTS
Other information in accordance with Article 10 EU-APrVO
We were elected as auditor by the Annual General Meeting on July 31, 2019.
We were commissioned by the Chairman of the Supervisory Board on November 16, 2019.
We have been working as auditor of TELES AG Informationstechnologien continuously since the
2019 financial year.
We declare that the audit opinions contained in this auditor's report are consistent with the additional
report to the audit committee in accordance with Article 11 EU-APrVO (audit report).
RESPONSIBLE AUDITOR
The auditor responsible for the audit is Stefan Mattner.
Berlin, March 31, 2020
MSW GmbH
Wirtschaftsprüfungsgesellschaft
Steuerberatungsgesellschaft
Mattner
Auditor
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Report of the Supervisory Board on the financial year from January
1 to December 31, 2019
Consulting focus 2019
In the past financial year 2019, the Supervisory Board regularly advised and monitored
the Management Board of TELES Aktiengesellschaft Informationstechnologie on the
management of the company in accordance with the law and the articles of association.
He was regularly informed in writing and orally about the development of the company,
taking into account all essential business transactions. He was involved in important
decisions of considerable importance for the company.
In nine meetings, the Supervisory Board received detailed information on the strategy
and status of implementation, the course of business, the earnings situation of the
company and significant business transactions based on the written and oral reports of
the Executive Board. All supervisory boards took part in these meetings. In particular,
the focus of the company and its structure were discussed. In the year under review, the
company continued to concentrate on the business with software-based solutions for
telecommunications providers. Business in 2019 developed negatively. TELES sales decreased to EUR 4.2 million (- 21%). Earnings after taxes amounted to EUR 3.8 million at
the end of the year (previous year: EUR 1.1 million). Due to the decrease in liabilities to
affiliated companies by EUR 2.9 million, loan waivers of EUR 2.5 million by related parties and a loan from EUR 600 thousand by EUR 4.9 million to EUR 1.7 million (Previous
year EUR 6.6 million). The equity situation and liquidity are still unsatisfactory. The company was over-indebted on the balance sheet date.
The company's liquidity was secured by means of loan agreements with the previous
majority shareholder. The company remains dependent on loan commitments or an
equity injection. The risks that still exist were also discussed. These include Missing sales
expectations with an impact on liquidity. Facts that jeopardized the company's existence
were reported and assessed by the Executive Board.
The management of the company, the company's internal risk management and compliance issues were regularly discussed with the Management Board.
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The Supervisory Board is regularly informed of the company's situation, both with regard to deviations from the plan and with regard to the expected future development.
The development and corporate planning were the subject of quarterly discussions by
the Management Board and the Supervisory Board. The Supervisory Board was regularly informed about liquidity. In addition, the Supervisory Board exercised its right to inspect the company's books and writings, irrespective of their approval requirement. The
audit of the annual financial statements also focused in particular on specific valuations,
which were discussed in detail with the Executive Board and the auditor. The economic
development of TELES Aktiengesellschaft Information Technologies and its holdings was
discussed in detail.
Transactions that require the approval of the Supervisory Board due to legal or statutory
provisions have been examined by the Supervisory Board and decided on its approval.
In addition, the chairman of the supervisory board was in constant contact with the
members of the management board. Questions of corporate strategy, business development, sales and marketing were discussed.
The Supervisory Board also discussed important strategic projects with the Management Board. The main focus was on the necessary steps to consolidate and secure
competitiveness and concepts for the future growth of the company.
The supervisory board has not formed any committees.
Financial Statements
The Supervisory Board duly issued the audit mandate for the annual financial statements for the 2019 financial year to MSW GmbH Wirtschaftsprüfungsgesellschaft /
Steuerberatungsgesellschaft, Berlin, elected as auditor by the Annual General Meeting.
The supervisory board has convinced itself of the independence of the auditor.
The audit mandate included the task of auditing the annual financial statements including the management report in accordance with the provisions of the HGB. The particularly important audit issues were coordinated with the auditor. Other key areas of audit
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included the company's early risk detection system, the company's receivables management, and the valuation of receivables.
The annual financial statements as of December 31, 2019 and the management report
for the business year 2019 and the associated management report as well as the
bookkeeping have been checked by MSW GmbH, Berlin, and have been given an unqualified audit certificate.
The Management Board has given a plausible assessment of the situation regarding
continued existence, particularly with regard to the financing requirements resulting
from the failure to meet the sales plan. Regarding the remaining uncertainty, the auditor's certificate refers to the statements made by the Management Board in the management report (section "Financing / Investors / Going Concern"). These show that solvency remains tight and the company's continued existence depends on the fact that
the planned sales for the coming months will not fall short, the cost structure remains as
planned and the promised financial resources are sufficient or to be increased if necessary. The existing and contractually secured loan agreement, which has been changed to
improve the general conditions, together with the funds promised by the investors for a
capital increase are intended to ensure this. The Supervisory Board concurs with this
assessment.
The Supervisory Board also discussed the possible consequences of the current corona
pandemic on the company. In this respect, too, he agrees with the assessment of the
board.
All members of the Supervisory Board had the financial statements, the management
report and the audit reports available for inspection.
The auditor attended the balance sheet meeting of the Supervisory Board on April 3,
2020 and reported on the main results of his audit. The auditor answered the questions
of the Supervisory Board and gave further explanations. After thorough examination,
the Supervisory Board came to the conclusion that the annual financial statements as of
December 31, 2019 and the management report for the 2019 financial year as well as
the bookkeeping and the dependency report did not give rise to any objections. According to the final result of the review of the supervisory board, there are no objections to
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the statements made by the management board regarding the relationship with affiliated companies.
According to the auditor's findings, the company's performance in the legal transactions
with the controlling company that were known at the time they were made was not inadequate. The auditor's report according to Section 313 (3) sentence 1 AktG states:
After our due diligence and assessment, we confirm that
1. the actual information in the report is correct,
2. In the legal transactions listed in the report, the benefits of the company were not
inappropriately high or disadvantages were compensated for. "
By resolution of April 3, 2020, the Supervisory Board approved the annual financial
statements for the 2019 financial year prepared by the company and audited by MSW
GmbH. The annual financial statements for the 2019 financial year have thus been
adopted.
The Supervisory Board thanks the Management Board and all employees for their great
personal commitment and the work they did in the 2019 financial year.

Berlin, April 3, 2020
The Supervisory Board
Joachim Schwarzer
Chairman of the Supervisory Board
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