Translation – the German version is authoritative

Annual Financial Statements 2016

© TELES AG Informationstechnologien

Page 1 of 102

Translation – the German version is authoritative

Table of Contents
Management Report and Group Management Report of TELES AG
Informationstechnologien ..................................................................................... 4
TELES and the Market .......................................................................................... 4
Economic Position ...............................................................................................10
Human Resources ...............................................................................................13
Research and Development .................................................................................14
Report on Opportunities and Risks .......................................................................14
Financing/Going Concern .....................................................................................18
Forecast .............................................................................................................19
Supplementary Report .........................................................................................21
Key Figures of the TELES Group in Accordance with IFRS ......................................21
Key Figures of TELES AG in Accordance with the German Commercial Code (HGB) .21
Internal Control System .......................................................................................22
Legal Disputes ....................................................................................................23
Remuneration Report ..........................................................................................23
Disclosures Pursuant to Sec. 289 Para. IV, Sec. 315 Para. IV German Commercial
Code (HGB) ........................................................................................................27
Concluding Statement on the Dependency Report .................................................29
Statement on Company Management ...................................................................31
Consolidated Financial Report as of 31 December 2016 TELES Group ....................41
Consolidated Balance Sheet .................................................................................42
Consolidated Profit and Loss Account ...................................................................43
Consolidated Income Statement ...........................................................................44
Development of Group Equity ..............................................................................45
Consolidated Cash Flow Statement .......................................................................46
Group Notes to the Consolidated Financial Statement for the Fiscal Year 2016 ........47
Explanation 1: General Information ......................................................................47
Explanation 2: Summary of Significant Accounting Policies .....................................48
© TELES AG Informationstechnologien

Page 2 of 102

Translation – the German version is authoritative

Explanation 3: Essential Components of the Operating Result ................................60
Explanation 4: Tangible Assets .............................................................................61
Explanation 5: Intangible Assets...........................................................................62
Explanation 6: Inventories ...................................................................................63
Explanation 7: Trade Receivables .........................................................................63
Explanation 8: Other Current Assets .....................................................................64
Explanation 9: Equity ...........................................................................................65
Explanation 10: Other Long-term Financial Liabilities .............................................67
Explanation 11: Accrued Income ..........................................................................67
Explanation 12: Other Current Liabilities ...............................................................68
Explanation 13: Other Financial Liabilities .............................................................68
Explanation 14: Provisions ...................................................................................69
Explanation 15: Financial Instruments ..................................................................75
Explanation 16: Composition of the Sales Revenues and Production Costs ..............80
Explanation 17: Other Income and Expenditure ....................................................80
Explanation 18: Financial Result and Other Income from Participations ...................81
Explanation 19: Discontinued Operations ..............................................................82
Explanation 20: Income Taxes .............................................................................84
Explanation 21: Earnings per Share ......................................................................87
Explanation 22: Disposal Restrictions and Other Financial Commitments .................87
Explanation 23: Relationships to Related Companies and Persons ..........................89
Explanation 24: Segment Reporting ......................................................................93
Explanation 25: Other Information .......................................................................95
List of Abbreviations ............................................................................................99
Responsibility Statement .................................................................................... 100
Audit opinion .................................................................................................... 101

© TELES AG Informationstechnologien

Page 3 of 102

Translation – the German version is authoritative

Management Report and Group Management Report of TELES AG Informationstechnologien
TELES and the Market
The changes in our networked world are becoming increasingly visible in our working
environments. Digital devices and solutions are modifying the behavior and thinking
by companies and their employees. Being networked at all times, with instant access
to their company's content and communication channels, regardless of whether they
are at home, out and about, or just in their office, and using equipment provided by
themselves or their company – all of these aspects are posing new challenges to
businesses. And specifically over the last few years, these changes have been advancing at an ever-increasing pace, causing a demand for constantly improving, welldesigned solutions which are easy to apply and use especially.
At the same time, these solutions have to be failsafe and capable of fulfilling the security levels required by companies, while enhancing the productivity and accessibility of the workforce where possible, and of course be cost efficient.
Harmonizing and reconciling all of these requirements is a difficult task, and is barely
achievable with hardware-intensive, decentralized solutions. With the most fundamental common factor is resolving these problems and issues being "the cloud".
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Cloud service providers, such as Amazon or Microsoft for instance, and smartphones
have removed our fear of the cloud, with many companies focusing more and more
on these services, despite the security concerns which are repeatedly mentioned. In
April 2016, Amazon announced that two-thirds of the companies listed on the DAX
stock exchange are now using Amazon Cloud services. A fact which by itself demonstrates that the cloud has "made it".
Over the last few years however, the reticence shown towards cloud services, and
especially with regard to the related communications services, was still too great,
with companies preferring to opt for decentralized solutions. Yet here too a change
in the thinking has finally occurred, with the market for "hosted unified communications services" now growing and undercutting conventional solutions.
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Here at TELES, we have already worked for more than 15 years on cloud-based services and have striven to redefine them. With our focus here directed especially to
the mobile workplace and working together in teams. The fundamental requirement
for actually being able to utilize these cloud-based communications services consists
of the fact that the user is reachable in every network and is able to use the services
from every network. Currently however, there are various networks utilizing differing
technologies and access options. With the result that the services are not consistently applicable and thus less attractive for the users. One remedy here is to migrate to
uniform networks. However this migration will still take many years.
The real solution to this issue consists of merging the networks. With the establishment of appropriate "interworking" being required to do so. With such an interworking solution, already today cloud communication services can be offered across all
networks without having corresponding migration.
For the above reasons, we have focused on the following aspects with our solutions:
-

services which facilitate the use of mobile workplaces and working together in
teams

-

applications which facilitate simple merging and integration of the most diverse
networks.

Taking our motto "communicate simply – simple communications" as our basis, our
services for the end customers are:
-

simple to use

-

simple to service and maintain

and for the operators they are:
-

simple to provide and integrate
simple to operate.

We see a very high demand for such solutions and we are convinced that the international market is prepared to invest here. Several prestigious studies have verified
this, and we have also received the same feedback for our current customer base.
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Over the last few years, we have concentrated on marketing our solutions to German-language regions and within Europe especially, and have been able to gain
good reference clients, such as for instance Telecom Liechtenstein and T-Mobile Austria. And we believe that with this as our basis, we are now able to work intensively
once more on the international marketing and sale of our solutions.
In this regard in 2016, we began to strengthen our sales and marketing team, and
we have expanded our market focus to the Middle East and Africa especially. With
two new projects ongoing in Turkey and in Kuwait, intended to act as essential references and serve as the driving force for gaining further sales in the Middle East. In
Africa, we brought several projects to a successful conclusion over the last few years
and have now established a strong basis to become more active in our sales and
marketing there as well.
In addition to expanding the sales regions, we intend to market our solutions to the
following customer groups in the future:
1) Mobile network operators and virtual mobile network operators
Over the last few years, our solutions have become "mobile ready", and we already have the first highly promising installations in place. Taking "mobile unified
communications" as our catchphrase, we are now positioning our voice application server and especially our softswitch as an alternative to the major manufacturers.
2) System integrators
We have new customers in Germany and in Italy which are in fact system integrators for business customers. They sell and service telephone systems from established manufacturers. Due to the cloud trend however, these companies are
also developing into service providers and thus becoming attractive to us as customers.
These two expansions in the sales area are providing us with sufficient potential to
market and sell our solutions in new markets and they will already generate new customers for us in 2017.
Reference customers:
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Reference Project – HL komm
"From every single aspect, the TELES solution has fulfilled all of the requirements we
had here at the Tele Columbus Group for a national (IP)-interconnect solution, and
as the central POI for the Tele Columbus networks and those of its subsidiaries, it
has proven to be an excellent decision."
Eric Dähne, Managing Director
HL komm
There are a number of subsidiaries in the Tele Columbus Group, including for instance the regional cable network operators primacom, pepcom and the network
carrier and service provider for business customers HL komm. In order to simplify
and homogenise their current system landscape for providing voice services, last
year Tele Columbus decided to interconnect the networks in the complete Tele Columbus Group and utilise one shared IP-interconnect as their POI – point of interconnection for voice signals. All of the internal and external network interconnections, such as e.g. to Deutsche Telekom, are now transferred for the complete Tele
Columbus Group via one central IP-interconnect solution from TELES.
In this regard, HL komm, a subsidiary of the Tele Columbus Group, acts as the technical centre for the voice services of Tele Columbus Groups the entire network, as
well as for interconnecting with other network operators. The company, which is
headquartered in Leipzig, is one of the leading providers of telecommunications in
central Germany. HL komm supplies its customers with tailored solutions in the
broadband and telephony area.
Already in 2015, TELES managed and implemented the migration to the TELES
Softswitch. With the IP-interconnect solution from us here at TELES, they were able
to change over the network with its circuit-switched (SS7) interconnections to SIP.
"Having a central interconnection means that we’ve really been able to save on servicing and maintenance, and reduce our operating costs as well. Not to mention the
fact that with TELES at our side we have a reliable and highly experienced partner
capable of providing such a top-class solution that now lets us offer services of superb quality to our customers here in the Tele Columbus Group." as Eric Dähne from
HL komm added in conclusion.
Reference Project – Istelia Telecom
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"The TELES IP Centrex has given us everything that we – and our customers – expect from a modern, virtual telephone system. And thanks to its smooth integration
into our billing and order management system here at Istelia, our customers are
even able to market their services under their own brand name."
Zafer Arikan, CEO
Istelia Telecom
Istelia Telecom is a leading provider of wholesale solutions for network operators in
Turkey. Their portfolio includes communication solutions for companies, as well as
white-label voice services for resellers. In order to be able to offer these services,
they were seeking a multi-client enabled platform with the unique aspect that the
branding is possible via the resellers. Moreover, the intention was to have a solution
that included a client portfolio for all common platforms.
With this range of challenges, Istelia made the exact right decision with TELES, because when it comes to wholesale and communication solutions for companies,
TELES has an excellent grasp of the requirements. The customers from Istelia, the
service providers and resellers, do not have to operate their own platforms, and instead can utilise the virtual telephone system (IP Centrex) and business trunking services from Istelia and market their services under their own brand name.
The white-label services from Istelia are now provided and charged via a specially
adapted billing and order management. The TELES voice application server was
smoothly integrated into the open interfaces (REST) in Istelia’s billing and order
management platform, and completely automated.
However, the solution for the fixed network operators (IP Centrex) represents just
the first step. The installation of the TELES Mobile Centrex is planned for 2017, which
will make Istelia one of the first ever complete business MVNOs (mobile virtual network operators).

© TELES AG Informationstechnologien

Page 9 of 102

Translation – the German version is authoritative

Economic Position
TELES Group (in accordance with IFRS)
As of 31 December, in k€ (thousand euros)
2015

2016

Change

Sales revenue

6,399

6,511

2%

Gross profit

3,754

4,343

16%

-2,574

-581

77%

EBIT

Our proposal from last year despite the Business Year 2016 (revenue +30%, EBIT
positive) was clearly failed. In Q4 because of delays of customer projects there was a
revenue decline of 33% to 1.6 M Euro.
The start to 2016, the weakest quarter of the year (Q1) in seasonal terms, was highly satisfactory. Among others, with our software-based portfolio of interconnection
and UC solutions for telecommunication providers, we have succeeded in retaining
HL komm – which is part of the Tele Columbus Group, the third largest cable network operator in Germany – as a customer over the next few years.
In the second quarter, weak development occurred in sales, with delays arising in
the completion of several important projects. One highlight however was being
awarded the tender in Norway for the replacement of a TDM-based legacy switch,
following 15 months of efforts to gain it. This market launch represents a further important reference for TELES. Furthermore, it proved possible to carry out important
work on the "International Gateway" project in Iran. This concerns one of a total of
three international gateways for the customer and it has been in live operation since
the end of August. With this project we have an excellent starting position for our
market launch in Iran. In our Vienna-based subsidiary, we have established an extremely comprehensive development project for an integrated cloud communication
system. This project is being implemented together with the Austrian Research Promotion Agency (FFG).The first interim result from this project in 2016 was the successful marketing of a new call center license.
In the third quarter as well, we succeeded in gaining and implementing an important
reference project. With the supply of the first gateway MSC (GMSC) to a customer in
Turkey, the first product from TELES which is completely designed for the core net© TELES AG Informationstechnologien
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work of a mobile network operator has been delivered – representing a further building block in our product alignment focusing on unified communications and mobility.
We were also successful in the final quarter of the year in convincing a further operator in Kuwait to opt for our mobile unified communication solution – after 18 months
of efforts. This reference client further underscores the importance of our commitment to the Middle East.
With it accounting for more than €3 million of turnover in 2016, the service and
maintenance business with our customers is and remains highly important for TELES.
As described above, we continued to work hard on the weaknesses in sales mentioned in previous years. Some sales staff were let go at the start of the year, while
new sales employees were taken on in important regions over the course of 2016. It
is expected that these investments will first have an impact in 2017.
The following notes on the net assets, financial and earnings position are related to
the consolidated financial statements unless a specific reference is made to the figures in the annual financial statements.
Sales Revenue
At € 6.5 million, the sales revenue decreased by 2 percent in the year under report.
The second and especially the last quarter proved to be weaker compared to the
same periods in the previous year. Particularly in the fourth quarter, a 33 percent
reduction in sales to € 1.6 million occurred due to delays in customer projects.
In Year-End Report of TELES AG the revenues are decreased around 18% to € 6.5
million (PY: € 8.0 million).
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Costs
Thanks to conscientious cost management efforts, it proved possible to reduce the
sales and marketing expenses by 39 percent to € 1.3 million and the administration
costs by 19 percent to € 1.5 million. The research and development outlays increased slightly to € 2.4 million.
Result
The operating result (EBIT) at the end of the year amounted to minus € 0.6 million
(previous year: minus € 2.6 million). It proved possible to achieve a positive EBIT of
€ 0.1 million in the last quarter of the year.
In the reporting period, a result before income tax of € 3.1 million (previous year:
minus € 0.6 million) occurred due to the financial income.
Overall, an annual net profit of € 3.1 million (previous year: annual net loss of € 1.4
million) was reported in the annual financial statements of TELES Group.
Equity and Liabilities
The balance sheet total of the TELES Group decreased by € 0.1 million compared to
the previous year. Thanks to the company's financial income, the losses carried forward (revenue reserves) improved to € 45.1 million.
Due to the net loss for the year of € 1.5million, the deficit not covered by equity increased to € 5.3 million (previous year: equity € 3.8 million) in the annual financial
statements of TELES AG.
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Liquidity and Net Assets
The company's liquidity continues to remain very tight: The loans granted by the majority shareholder and by a related person in 2016 to finance the operative business
were completely used up in 2016. Together with a loan of Österreichische Forschungsförderungsgesellschaft mbH (Austrian sponsoring company for research
promotion) with an amount of € 0.2 million there is a positive Cashflow in Financing
of € 1.2 million.
The Cashflow in the operating business has increased, but is still negative at € -1.3
million (PY: € -2.1 million) negative.
The assets of the TELES Group at year-end primarily consisted of trade receivables at
an amount of € 0.8 million and other assets at an amount of € 0.1 million, as well as
cash and cash equivalents at an amount of € 0.2 million.
For further detailed information, please see the "Financing/Going Concern" section.

Human Resources
At year-end, TELES AG accounted for 59 employees at its business locations in Berlin
and Vienna. Thus the number of staff employed decreased slightly over the year.
The fluctuation in staff continues to remain low.
Furthermore in the financial year now ended, we invested specifically in the training
of young employees: In addition to the 59 members of its workforce, TELES employs
numerous staff completing their university education or professional training: In the
context of a dual study program in cooperation with Berlin School of Economics and
Law (HWR), three students were employed at our headquarters on the balance sheet
reporting date of 31 December 2016. In addition, TELES AG provided training for one
female employee in office management.
Since 1 July 2016, the Management Board consisting of Professor Dr.-Ing. Sigram
Schindler (Co-Chief Executive Officer) and Mr. Oliver Olbrich (Co-Chief Executive Officer) has been enlarged to include Mr. Thomas Haydn (Chief Operating Officer).
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Research and Development
TELES is focused on research and development to rapidly develop and introduce new
marketable products, to continually optimize development processes and to reduce
the costs of developing and manufacturing high-quality new and reliable products. In
financial year 2016, research and development expenditures primarily reflect the development project for an Integrated Cloud Communication System as well as the further development of the Softswitch for mobile network operators and virtual mobile
network operators.

Report on Opportunities and Risks
The telecommunications market is being subjected to massive pressure by a whole
range of factors, impacts and new providers. The landscape of network operators
and service providers which has developed over decades is being churned up powerfully. The growing demand for bandwidth, the increasing mobility of the working
world, the emergence of so-called OTT providers, as indeed the merging of communication channels which have been separate to date require high investments coupled with decreasing sales revenue and earnings at the same time.
For TELES, this means new opportunities for its sales and results – especially in the
field of unified communications (UC), with the merging of communication media such
as fixed line and mobile telephony, faxes and email into a uniform application environment. Network operators which focus their efforts on such convenience services
manage to differentiate themselves from the competition and succeed on the market
with for instance an improved availability of subscribers – such as of teleworkers for
example.
Risk Report
Business activities are fundamentally exposed to risks as well. For instance, geopolitical and geostrategic conflicts can also have a sensitive dampening impact on the
demand in regions that are not directly involved in them. The events on the financial
markets and non-balanced state budgets especially in several European countries as
well are depressing economic activity and also having a negative impact on the economic development of the company, while new providers are capable of threatening
the competitive position of TELES. When considering the risks, we differentiate be© TELES AG Informationstechnologien
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tween business environment, product, service and technology risks, human resources, regulatory, currency, financial, interest rate and IT risks, as well as other
risks. TELES AG does not see any acute risk situation at present. However the Management Board cannot exclude deteriorations in the macroeconomic environment for
instance, which would also burden the sales and earnings position of the company.
They can additionally aggravate the risk situation and reduce opportunities as the
case may be.
Business Environment Risks
For TELES AG, business environment risks result from economic conditions and fluctuations in demand, as well as from price changes and from the dependence on suppliers
and contract manufacturers. The uncertainties in the eurozone, as indeed the precarious
political and economic situation in the Mediterranean regions of Europe, can significantly
weaken the demand in several of TELES' domestic European markets. Activities in the
other markets beyond the core DACH and European markets do limit the impacts on the
result of demand shortfalls, however they are not able to completely mitigate the risks.
In this way, reliable forecasts for the further development of TELES AG are severely
impeded.
The competition in several markets is aggravating the ability of small and mid-sized
providers in particular, such as TELES, to absorb the pressure on prices especially on
the part of the network operators.
TELES mitigates this development with unique services which limit the switching to
competitors. For instance, it is not always possible to pass on prices increases on
upstream products to customers, which occasionally weakens the competitive position. We mitigate procurement risks by utilizing coordinated purchasing, by agreeing
long-term supply contracts, by having tight cooperation with suppliers and by continuous improvements in the procurement management. Yet for that, it cannot be guaranteed that no supply difficulties will arise in the future, that the processing of projects
does not get delayed and that the business development becomes significantly impacted
by this.
Furthermore in order to safeguard its development and production, TELES avails of
competing suppliers in the procurement markets. In several areas however, it is in fact
© TELES AG Informationstechnologien
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barely feasible to actually obtain the same quality products from alternative suppliers.
This entails heightened purchasing, price and marketing risks among others.
Product, Service and Technology Risks
Product, service and technology risks rank among the most significant risks to which
TELES is exposed. Product risks are caused by the delayed development, acceptance
and/or delivery of products, as well as by product faults. Regardless of the fact that the
market is saturated, the telecommunications industry is characterized by short innovation cycles for services, which permit the network operators to tap into and develop new
customers. This calls for a powerful commitment on the part of TELES with regard to
observing and analyzing the market, as well as in its development. Our earnings position
is fundamentally dependent on our ability to adjust to changing markets and their requirements, to develop and launch new marketable products at a quick pace, to consistently optimize our development processes and to decrease the costs of developing and
producing new products of higher quality and reliability.
Likewise, the on-schedule completion of agreed installations and other services at the
contractual quality level also represent essential success factors for TELES. This is compounded by the fact that service level agreements with our customers represent a significant share of our sales, and their non-fulfillment or inadequate servicing can result in
immediate damage to the company from claims for compensation, follow-up improvements or the loss of sales. For this reason, the service quality is permanently evaluated
in a timely manner and improved where necessary. We actively mitigate risks resulting
from product deficiencies as well as liability risks by means of careful development and
reliable quality controls.
Moreover, the sales revenues and results can be negatively impacted by investments
in those technologies which do not prove to be viable and marketable, and which are
not introduced in a timely manner.
Personnel Risks
As it the case with every other highly specialized knowledge and development intensive company, TELES is exposed to unique personnel risks resulting from the departure of employees. The employees' know-how in many functional areas represents
© TELES AG Informationstechnologien
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capital for TELES. The risk consists of the fact that with the departure of employees,
corresponding knowledge and experience can also be lost, and processes come to a
halt as a result. For this reason, the company focuses especially on the long-term
loyalty of the staff to the company, in order to keep the fluctuation low. Moreover,
TELES recruits committed young staff through its cooperative activities with universities in the context of dual study courses.
Regulatory Risks
The telecommunications sector continues to be statutorily regulated in many countries
with relevant markets. In individual cases, official regulations or amendments to such
regulations can significantly increase the operative costs and/or impacts on our sales
revenue. Furthermore, amendments to tax laws and regulations could lead to higher tax
outlays and/or impact on the deferred tax assets and liabilities.
Currency Risks
Because TELES gains part of its sales revenue and procures some materials outside
the European Monetary Union, the impacts of currency fluctuations on our results
cannot be excluded in situations where cash flows occur in a different currency to
the euro. The risk is reduced by settling business transactions in the functional currency wherever possible. In those cases which are not invoiced and settled in the
functional currency, TELES reserves the right to utilize hedging instruments.
Financial and Interest Rate Risks
Payment delays and defaults, as the case may be, have problematic impacts on the
already tight liquidity of TELES AG. Yet for that, TELES AG is not directly dependent
on any individual customers. The company generated a volume amounting to 6 percent of its total sales with its largest single customer in the 2016 financial year.
Fundamentally, TELES assesses customers and projects in advance and reduces financial risks by means of regularly agreeing to advance payments and with the help
of payment-securing instruments as the case may be.
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The interest rate risk for the TELES undertaking results exclusively from interestbearing investments and from increasing interest rates, which could exert significant
pressure on the company's liquidity.
IT Risks
The development and quality assurance of products, as indeed all the other processes at TELES AG, are highly dependent on IT hardware, software and systems, including their availability and reliability. Likewise, data are exposed to external risks resulting from infiltration, malware, unauthorized access to telecommunications networks
and servers, as well as pirated copies. We mitigate these risks through continuous
improvements in the security of our systems, as well as through redundant hardware
and restrictions on access.

Financing/Going Concern
The liquidity of the company continues to be very tight: The loans granted by the
majority shareholder as well as by a related person in 2016 to finance the operative
business were completely used up in 2016.
The reasons for the ongoing financial bottleneck are the fundamental restructuring
implemented in 2015 – the discontinuation of the access technology business area –
as well as the unsatisfactory business development in the fourth quarter of 2016.
Important projects were deferred until 2017. A delivery agreement with a customer
for software licenses with an order volume of over EUR 338 thousand is to be emphasized here.
In order to close any further gaps in financing, it was possible to obtain loan announcements of a total of EUR 1 million from nearby persons in April and May 2017.
The Management Board regards the available and contractually secured financial resources as sufficient to cover the probable financing requirements until at least mid2018.
TELES is concentrating on the growth area of software-based solutions for network
operators. By focusing on the so-called tier 1 carriers – the former national telecommunications monopolists and their larger competitors where appropriate – as well as
© TELES AG Informationstechnologien
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on niche markets for gateways and on modern UC solutions, changes have also occurred in the sales cycles: Projects which were clear and manageable in terms of
their complexity and decision-making are being replaced with disproportionately
larger ones, which involve longer tendering and decision-making processes, and the
implementation of which requires significantly more time.
We are completely aware that projects with longer processing times can also entail
financing shortfalls, and we regard this as a challenge. However it is a necessary accompanying factor in achieving the jump to becoming a solutions provider capable of
engaging successfully with internationally operating carriers. The future of TELES
depends to a very fundamental extent on how quickly it succeeds in establishing
business relations with these multinational carriers in the future as well and implementing clearly more challenging and demanding projects at amounts in the mid to
high single-digit millions of euros.
The business planning naturally includes risks and uncertainties. It is based on current assumptions, expectations, estimates and projections of TELES, which were taken into account to the best of the knowledge and belief of those responsible, having
regard to commercial principles. To that extent, planning deviations cannot be excluded. Moreover, uncertainties still remain in the forecasts, since it cannot be ruled
out that the consequences of the financial crisis could still have effects on our customers.
The continued existence of the company is dependent on the planned sales revenues
for the coming months not falling below the budgeted levels over a sustained period
and the outstanding funds from the loan commitments amounting to € 0.7 million by
the majority shareholder being sufficient or increased if necessary.

Forecast
The basis for our assessments for 2017 consists of having stabile macroeconomic
conditions and the expectation that the recognizable boost in the demand for modern telecommunications solutions, such as unified communications, continues. The
development outlined here is subject to opportunities and risks which are presented
in the Report on Opportunities and Risks.
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2017 is going to be a challenging year: In order to increase the visibility of TELES
and expand its presence on the market, we will boost our sales personnel, intensify
our sales partnerships and consistently expand our marketing. At the same time, we
are aware that the sales and marketing activities can only flourish and visibly bear
fruit over the long-term – and to that extent, we will only observe success in the
sales and in the result progressively.
There is a growing demand for high-performance and high-capacity IP Centrex and
unified communications solutions and that in the DACH core market especially. UC
solutions represent one of the most important themes for the industry in numerous
studies, specialist conferences and trade shows. From today's perspective, the favorable economic prospects should provide a further increase in the demand for UC solutions in the DACH core market in 2017. And we are also expecting that in the other
European markets, UC solutions will progressively become accepted by carriers in
order for them to be able to defend or expand their market shares with new services.
In the new financial year, we will intensify the contacts with the so-called tier 1 carriers, the former monopolists, and increase our efforts to promote successfully concluded projects, in order to arouse market interest.
In view of the growing investments in personnel and other areas, we are expecting
sales revenue of the company overall in 2017 between 18 and 28 percent and a positive result (EBIT) compared to the previous year.
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Supplementary Report
Key Figures of the TELES Group in Accordance with IFRS
TELES Group
(in k€)

01.01.2015 -

01.01.2016 -

31.12.2015

31.12.2016

Sales revenues

6.399

6.511

Gross profit

3.754

4.343

-2.574

-581

1.952

3.727

-622

3.146

22

13

Result form continuing operations

-643

3.133

Discontinued operations

-789

0

-1.433

3.133

Operating result/EBIT
Financial income
EBT from continuing operations
Taxes on income

Net loss/ earnings

Key Figures of TELES AG in Accordance with the German Commercial
Code (HGB)
TELES Group
(in k€)

01.01.2015 -

01.01.2016 -

31.12.2015

31.12.2016

Sales revenues
Operating result/EBIT
Financial income
EBT from continuing operations
Taxes on income
Net loss/ earnings
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7.951

6.513

-3.219

-583

-186

-892

-3.405

-1.475

0

-1

-3.409

-1.479
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Internal Control System
Pursuant to Sec. 289 Para. 5 and Sec. 315 Para. 2 No. 5 German Commercial Code
(HGB), TELES AG is obligated to describe in the (consolidated) management report
the fundamental features of the internal control and risk management system in relation to the (Group) accounting processes. The scope and structure of the accountingrelated internal control and risk management system, as well as its adjustment to
specific requirements of TELES AG, are at the discretion and under the responsibility
of the Management Board. Accordingly, the TELES Group has established "risk management" integrated into its business processes. Doing so, the subsidiaries are responsible for the scope, form and content of their respective risk management systems. The monitoring and coordination of the Group-wide risk management is the
responsibility of Group management. The regular and systematic identification, quantification and assessment of the respective relevant risks and security systems are
part of the risk reporting by the subsidiaries to the Group management. The assessment of the risks is based on the amount and the probability of the occurrence of
potential damages.
Description of the Internal Control System
The accounting-related internal control system of TELES AG comprises all of the principles, processes and measures to secure the effectiveness, efficiency and propriety
of the accounting, as well as to secure the compliance with the relevant legal regulations.
Defined internal controls are embedded in the accounting processes based on risk
aspects. The accounting-related internal control system comprises both preventive
and detective controls, which include IT-supported and manual reconciliations, plausibility tests, the separation of functions, the two sets of eyes principle, and general
IT checks, such as for instance access authorization to IT systems.
Within the scope of the organizational, controlling and monitoring structures defined
in TELES AG, the internal control system supports the recording, preparation and
assessment of company-related facts and circumstances, together with their proper
and correct presentation in the consolidated financial accounts.
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The controlling of the accounting processes is conducted by the Group accounting
section. Laws, accounting standards and other announcements are continuously analyzed with regard to their relevance and impacts on the annual financial statements.
The Group companies are responsible for ensuring the compliance with the proper
and prompt processing of their accounting-related processes and systems and are
supported in this by the Group accounting section. The accounting-related internal
control system as described is enhanced by controls on corporate levels effected by
the highest decision-making bodies.
However, personal discretionary decisions, incorrect controls, criminal acts or other
circumstances cannot, due to the nature of these matters, be excluded and then result in restricted effectiveness and reliability of the internal control system and the
risk management system as applied. Thus the Group-wide application of the systems
utilized can also not guarantee with absolute certainty the correct, complete and
prompt recording of facts and circumstances in the consolidated financial accounts.
The statements provided are related only to the subsidiaries included in the consolidated financial statements of TELES AG, for which TELES AG is in a position to determine either directly or indirectly their financial and monetary policy in order to
benefit from the activities of these companies.

Legal Disputes
The company is a party to court proceedings and legal disputes which occur in customary business transactions. The company fundamentally forms provisions for corresponding cases when the assertion of a claim is probable and an amount can be
estimated.

Remuneration Report
This remuneration report has been prepared in accordance with the recommendations in the German Corporate Governance Code (DCGK) and includes disclosures
required as per the German Commercial Code (HGB) and the International Financial
Reporting Standards (IFRS). It is a component of the summarized management report. The remuneration report contains the principles for the remuneration system
© TELES AG Informationstechnologien
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for the Management Board and the Supervisory Board and provides details of the
amounts and the structure of the remuneration on an individual basis.
Remuneration of the Management Board
The total remuneration of the Management Board of TELES AG – with the exception
of the remuneration for the Co-Chairman of the Management Board Professor Dr.Ing. Sigram Schindler – consists of fixed and performance-related remuneration
components. The fixed basic remuneration is paid out monthly in the form of a salary. The Management Board receives a monthly contribution to their health and nursing care insurance, as well as the provision of a company car together with the benefit in kind related to this as fringe benefits. In addition, the Management Board receives annual variable remuneration determined on the basis of the extent to which
the results-oriented targets specified together with the Supervisory Board at the start
of a given financial year are achieved. Furthermore, the Supervisory Board can grant
a discretionary bonus to the Management Board, the amount of which is oriented on
the one hand to the overall success of the company and on the other hand to the
members' personal success in business areas under their responsibility.
The remuneration of the Co-Chairman of the Management Board Professor Dr.-Ing.
Sigram Schindler continues to be limited to the provision of a company car and the
benefit in kind related to this. The remuneration of the Management Board in the
2015 and 2016 financial years consists of the following:
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Prof Dr.-Ing. Sigram Schindler

Allowances granted
(in k€)

Co-Chairman of the Management Board
Fixed remuneration
Fringe benefits
Total
One-year variable
remuneration
Multi-annual variable remuneration
Total
Pension costs
Total remuneration

2015
0
43
43
0

2016
0
39
39
0

2016 (min)
0
39
39
0

2016 (max)
0
39
39
0

0

0

0

0

43
0
43

39
0
39

39
0
39

39
0
39

*) The remuneration of Professor Dr.-Ing. Sigram Schindler corresponds to the value of the benefit in kind for the provision of a
company car

Allowances granted
(in k€)

Oliver Olbrich

Co-Chairman of the Management Board
Fixed remuneration
Fringe benefits
Total
One-year variable
remuneration
Multi-annual variable remuneration
Total
Pension costs
Total remuneration
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2015
235
8
243
30

2016
250
7
257
0

2016 (min)
250
7
257
0

2016 (max)
250
7
257
60

0

0

0

0

30
0
273

0
0
257

0
0
257

60
0
317
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Thomas Haydn

Allowances granted
(in k€)

Management Board
2016
2016 (min)
90
90
5
5
95
95
0
0

2015

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

2016 (max)
90
5
95
22.5

0

0

0

0
0
95

0
0
95

22.5
0
117.5

*) The remuneration of Mr. Thomas Haydn is provided for the time period of his Management Board activities (from 1 July
2016).

Remuneration of the Supervisory Board
Likewise, the remuneration of the Supervisory Board fundamentally consists of fixed
and performance-related components. In addition to the reimbursement of their expenses, the members of the Supervisory Board receive a fixed annual representation
allowance. Moreover, the members of the Supervisory Board receive performancerelated variable remuneration at an amount of 0.15% of a positive consolidated result. It is subject to an upper limit at the amount of the basic remuneration.
The Chairman of the Supervisory Board receives two and a half times the basic and
additional remuneration, while the Deputy Chairman receives one and a half times
this amount.
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The remuneration of the Supervisory Board in the 2016 financial year consists of the
following:
(in K€)

2015

2016

Professor Dr. Walter Rust
Professor Dr. h.c. Radu Popescu-Zeletin
Professor Dr.-Ing. Dr.-Oec. Thomas Schildhauer
Joachim Schwarzer

37.5
22.5
15.0
0.0

37.5
22.5
11.3
3.7

75.0

75.0

Disclosures Pursuant to Sec. 289 Para. IV, Sec. 315 Para. IV German
Commercial Code (HGB)
Composition of the Subscribed Capital
The fully paid-in share capital consists of 23,304,676 no par value bearer shares with
a computed value of € 1.00 each. Each share entitles the bearer to 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 which affect
the 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 in TELES AG on the balance sheet reporting date. Sigram Schindler Beteiligungsgesellschaft mbH is held 100% by Professor Dr.-Ing. Sigram Schindler,
thereby granting him its voting rights pursuant to Sec. 22 Para. 1 Sentence 1 No. 1
German Securities Trading Law (WpHG). Likewise, the voting rights of the Sigram
Schindler Stiftung foundation (1.46%) are attributed to him. Together with his direct
voting rights, Professor Dr.-Ing. Sigram Schindler thus held a total of 58.93% of the
voting rights in TELES AG Informationstechnologien on the balance sheet reporting
date.
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Otherwise the company is not aware of any further direct or indirect shareholdings in
the capital which exceed 10% of the voting rights.
Shares Vested with Special Rights; Controlling Powers
There are no shares vested with special rights which grant controlling powers.
Voting Rights Control
Any voting rights control in the meaning of Sec. 315 Para. 4 No. 5 German Commercial Code (HGB) does not occur.
Regulations for the Appointment and Dismissal of Members of the Management
Board and on Amendments to the Articles of Incorporation
In accordance with Sec. 6 of the articles of incorporation, the Management Board
consists of at least two members. The determination of the number in the context of
the above-mentioned regulation, as well as the appointment and revocation of an
appointment, are undertaken by the Supervisory Board, as is the appointment of a
member of the Management Board to Chairman of the Management Board. Otherwise, the appointment and dismissal of members of the Management Board is effected in accordance with Sec. 84, Sec. 85 German Stock Corporation Law (AktG).
Any amendments to the articles of incorporation are effected in accordance with Sec.
179, Sec. 133 German Stock Corporation Law (AktG), whereby pursuant to Sec. 14 of
the articles of incorporation, the Supervisory Board is entitled to decide on amendments to the articles of incorporation which only concern their wording.
Powers of the Management Board Regarding the Option to Issue or Redeem
Shares
Authorized Capital
The useable authorized capital (authorized capital 2015/I) amounted to a total of K€
1,295 as of 31 December 2016.
© TELES AG Informationstechnologien
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The authorized capital 2015/I was based on a resolution by the General Meeting of
Shareholders dated 28 August 2015 and entitled the Management Board, with the
approval of the Supervisory Board, to increase the share capital until 27 August 2020
once or several times by up to k€ 1,295 for cash and/or contributions in kind.
Conditional Capital
As of 31 December 2015, the conditional capital 1997/I amounted to a total of k€
1,946, divided into 1,946,591 no par shares.
The conditional capital I created for the first time by the 1997 ordinary General Meeting of Shareholders amounted to k€ 1,946 as of 31 December 2015 and served to
fulfil options on a total of 1,946,591 no par shares. The entitlement to exercise share
options from the employees' share option program ended on 21 November 2015.
Thus the conditional capital 1997/I was annulled by resolution of the General Meeting of Shareholders dated 5 August 2016.
Material Agreements of the Company Conditional on a Change in Control as a Result of a Takeover Bid
There are no such agreements.
Company Compensation Agreements Concluded with Members of the Management Board or Employees in the Event of a Takeover Bid
There are no such agreements.

Concluding Statement on the Dependency Report
Pursuant to Sec. 312 Para 3 German Stock Corporation Law (AktG), the Management
Board hereby states that in 2016 no legal transactions or other measures requiring
reporting were recorded between the company and the controlling entity or a third
party which the company undertook or did not undertake at the behest of or in the
interest of the controlling entity or an associate of same.
Furthermore, the Management Board hereby states that the company received appropriate consideration for the legal transactions specified in the report on relation© TELES AG Informationstechnologien

Page 29 of 102

Translation – the German version is authoritative

ships with associates in accordance with the circumstances known at the respective
time. In the 2016 financial year, no other measures requiring reporting were undertaken in the interest of or at the behest of the controlling entity which led to disadvantages on the part of the company.
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Statement on Company Management
Management and Corporate Structure
The corporate management of TELES AG as a German stock corporation listed on the
stock exchange is defined by the requirements of the German Stock Corporation Law
(AktG) and the German Corporate Governance Code in its currently applicable version, as well as by the regulations in the articles of incorporation. Corresponding to
its legal form, TELES AG has a two-tier management structure with its Management
Board and Supervisory Board managerial bodies, which is characterized by strict personnel separation between said management and supervisory bodies. The third
managerial body consists of the General Meeting of Shareholders, at which the
shareholders exercise their rights. All three bodies are obliged to ensure the wellbeing of the company.
The Supervisory Board elected by the General Meeting of Shareholders consists of
three members in accordance with the articles of incorporation. The period of office
for the Supervisory Board is normally five years. A change occurred here as of 30
September 2016. Mr. Joachim Schwarzer was newly appointed to the Supervisory
Board, replacing Professor Dr.-Ing. Dr.-Oec. Thomas Schildhauer. The Supervisory
Board monitors and consults with the Management Board on the management of the
business activities. The Supervisory Board discusses the business development, as
well as the planning and strategy and their execution at regular intervals. With the
Management Board, it discusses the quarterly and half-yearly reports prior to their
publication and approves the annual planning, as well as the individual and consolidated financial statements. It takes into consideration the audit reports of the statutory auditor doing so. The Supervisory Board's scope of tasks also includes the appointment of Management Board members, as well as the setting of the Management Board remuneration and the regular assessment of same.
The Management Board is the managerial body of the Group and currently consists
of three persons. Mr. Thomas Haydn was newly appointed to the Management Board
as of 1 July 2016. The Management Board manages the company under its own responsibility with the aim of creating sustainable added value. The principle of overall
responsibility is applicable, i.e. the members of the Management Board bear joint
responsibility for the entire business management irrespective of divisional responsibility. In this respect, the Management Board is subject to the requirements in the
© TELES AG Informationstechnologien
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internal rules of procedure approved by the Supervisory Board. These regulate in
particular all matters reserved for the responsibility of the complete Management
Board and also include a list of matters of fundamental importance which require
approval from the Supervisory Board. The Management Board develops the corporate strategy and ensures its execution in coordination with the Supervisory Board.
In addition, it is responsible for preparing the quarterly and annual financial statements, as well as for appointing staff to key positions in the company.
The General Meeting of Shareholders is the decision-making body on the part of our
shareholders. The annual financial statements are submitted to our shareholders at
the General Meeting of Shareholders. The shareholders decide on the appropriation
of the balance sheet profit and also vote on other issues specified by law and the
articles of incorporation. Each share entitles the bearer to one vote. Those shareholders are entitled to participate in the General Meeting of Shareholders which are
registered within the specified deadline and have been shareholders at the beginning
of the 21st day prior to the General Meeting of Shareholders (record date). Our
shareholders can also exercise their voting rights at the General Meeting of Shareholders by means of an authorized third party or a voting representative (proxy holder) provided by the company which is bound by their voting instructions. They can
also exercise their voting rights by means of a postal vote.
Controlling/Management Systems
The internal controlling/management systems support the management in monitoring and controlling the Group and its business areas. The systems consist of planning, actual and forecast calculations and are based on the annually revised strategic
planning of the Group. Doing so, consideration is given especially to market developments, technological developments and trends, together with their impact on the
company's products and services, as well as on the financial options of the Group.
The Group reporting system consists of monthly results calculations, as well as
quarterly IFRS reports prepared for all consolidated subsidiaries, and presents the
net assets, financial and earnings position of the Group, as well as the business
areas. The financial reporting is supplemented with further detailed information
required for the assessment and the control of the operative business.

© TELES AG Informationstechnologien

Page 32 of 102

Translation – the German version is authoritative

A further component of the control systems are quarterly reports containing details
of the fundamental risks to the company.
The reports named above are discussed at Management Board and Supervisory
Board meetings and represent a fundamental basis for assessments and decisions.
The operative business of the company is fundamentally controlled and managed via
the sales revenue, gross earnings, EBITDA and EBIT parameters, as well as via a
range of other important non-financial key figures.
Women in Management Positions
The Supervisory Board has pursuant to Sec. 111 Para. 5 German Stock Corporation
Law (AktG) defined a target figure of "zero" up to 30.06.2017 for the increase in the
share of women on the Management Board and Supervisory Board.
The Supervisory Board consists of the minimum number of members. The terms in
office of all members ends after 30.06.2017. Thus a normal vacancy prior to the expiry of the permissible time limit (up to 30.06.2017) pursuant to Sec. 25 German Introductory Act of the Stock Corporation Law (EGAktG) is not a given. Hence an increase in the participation by women in the Management Board and the Supervisory
Board is neither plannable nor probable.
The Supervisory Board has pursuant to Sec. 76 Para. 4 German Stock Corporation
Law (AktG) laid down target figures, also with a deadline up to 30.06.2017, for the
two managerial levels beneath that of the Management Board. In this respect, a target figure of "zero" was defined for the first level beneath that of the Management
Board and a target figure of 1/9 and/or 11 percent respectively for the second level.
These reflect the status quo.
This target figure already represents a major challenge due to the small size of the
company with its decreasing employee numbers at present, which is resulting in the
intensified utilization of individual members of the personnel for differing managerial
functions across several levels of the hierarchy, as well as due to the current economic situation at TELES. In the present situation, an increase in the proportion of
women is unlikely up to 30.06.2017. Nevertheless, whenever it is filling vacant posi© TELES AG Informationstechnologien
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tions, TELES makes every effort to give appropriate consideration to women when
the same professional qualifications occur.
Corporate Governance
The term corporate governance stands for management and control of companies
aligned to responsible and long-term creation of added value. Efficient cooperation
between the Management Board and the Supervisory Board, respect for the shareholder interests, as well as openness and transparency in the corporate communications are essential aspects of good corporate governance.
The Management Board and Supervisory Board of TELES AG consider themselves
obliged to provide for the continued existence of the company and for the sustainable creation of added value by means of responsible corporate management and with
a long-term focus. This corporate vision is based on the recommendations of the
German Corporate Governance Code in its respective valid version. Following an obligatory review most recently in November 2015, the Management Board and Supervisory Board issued the following compliance statement in accordance with Sec. 161
German Stock Corporation Law (AktG):
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Compliance Statement by the Management Board and the Supervisory Board of
TELES AG Informationstechnologien as per Sec. 161 German Stock Corporation Law
(AktG) with the German Corporate Governance Code in the Version dated 5 May
2015
Pursuant to Sec 161 German Stock Corporation Law (AktG), the Management Board
and Supervisory Board of stock corporations listed on the stock exchange in Germany
are required to issue an annual statement declaring that the recommendations of the
"Government Commission German Corporate Governance Code" have been and are
being complied with, or list the recommendations which were not complied with and
disclose the reasons why not. This statement must be permanently accessible for the
shareholders.
The German Corporate Governance Code (the "code") contains regulations with differing binding force. In addition to presenting binding stock corporation law regulations, it also contains recommendations from which companies can deviate; they are
then obliged however to make full annual disclosures of said deviations. Furthermore, the code contains suggestions which may be deviated from without disclosure.
The following statement refers to the code in its version dated 05.05.2015 (published
on 12.06.2015).
The Management Board and the Supervisory Board of TELES AG hereby state that
the recommendations of the "Government Commission German Corporate Governance Code" published by the German Federal Ministry of Justice in the official section
of the electronic Federal Gazette have been complied with since the last compliance
statement issued in November 2015 and will be complied with in the future, with the
following exceptions.
1.

Code Section 3.8 (Management Board and Supervisory Board – D&O Insurance)

The code recommends that when concluding directors' and officers' liability insurance
(pecuniary damage liability insurance), to also agree to a deductible for the Supervisory Board of the company corresponding to that based on the statutory regulation
for Management Board deductibles.
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The D&O insurance concluded by TELES does not envisage a deductible for the Supervisory Board. The nature of the Supervisory Board mandate, which is also clarified
in the distinct structure of its remuneration, permits a differentiation between the
Management Board and Supervisory Board with respect to the D&O insurance to
seem reasonable and appropriate. Furthermore, agreement to a deductible is not
considered as suitable for further enhancing the motivation and sense of responsibility of the Supervisory Board members who are already acting responsibly and in the
interest of the company due to their function.
2. Code Section 4.2.1 (Management Board – Responsibility for Divisions in Internal Rules of Procedure)
In addition to Sec. 77 German Stock Corporation Law (AktG), the German Corporate
Governance Code recommends that the internal rules of procedure for the
Management Board are to regulate especially the divisional responsibilities of the
individual Management Board members.
The definition of the divisional responsibilities in the internal rules of procedure for
the Management Board members is not required, as the various divisional responsibilities are stipulated directly in the individual service contracts of the various Management Board members.
3. Code Section 4.2.3 (Management Board – Remuneration)
In addition to Sec. 87 Para 1 German Stock Corporation Law (AktG), the German
Corporate Governance Code recommends that in the event of the premature termination of Management Board activities, payments are to be limited in terms of the
amount (severance payment cap), whereby the calculation of the severance payment
cap shall be based on the complete remuneration in the financial year then ended
and also on the probable complete remuneration in the current financial year as required.
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While a severance payment cap has been agreed in the Management Board service
contract for Mr. Olbrich, its calculation occurs solely 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 shall define an age limit for members of the Management Board.
TELES has waived the defining of an age limit for the Management Board, as the expertise of experienced Management Board members shall fundamentally also be
available to the company and exclusion from the Management Board and Supervisory
Board solely on the basis of age does not seem to be proper and appropriate.
5. Code Section 5.3 (Supervisory Board, Forming Committees)
The code recommends that the Supervisory Board shall form professionally qualified
committees subject to 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
constitutes a minimum-sized body. Because the members as a whole also examine
and analyze – in addition to their other duties – the individual committee topics referred to in the code, the formation of committees is not regarded as appropriate for
enhancing the efficiency of the Supervisory Board's work and is therefore not envisaged. To that extent, the Chairman of the Supervisory Board is also acting in his position as chairperson when the Supervisory Board as a whole considers the monitoring of the accounting processes, the effectiveness of the internal control system, the
risk management system and the internal audit system, as well as the audit of the
annual financial statements and in particular the independence of the statutory auditor and the services rendered additionally by same in this context.
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6. Code Section 5.4.1 (Composition of the Supervisory Board, Age Limit, Diversity)
The code recommends that the Supervisory Board sets concrete targets for its
composition, while taking into consideration the specific corporate situation of the
company's international activities, potential conflicts of interests, the number of
independent Supervisory Board members in the meaning of No. 5.4.2., as well as an
age limit to be defined for Supervisory Board members and a specified limit to be
defined for the length of membership of the Supervisory Board, in addition to
diversity.
The Supervisory Board has not defined concrete targets for its composition to date
and after consideration of the company's specific situation, it also does not intend to
set these targets for the time being. Regarding the composition of the Supervisory
Board and in the interests of the company, value is primarily placed on having the
greatest possible professional competencies, together with international experience,
before further criteria are then taken into consideration.
Furthermore, the company has waived the defining of an age limit as well as a specified limit for the length of membership of the Supervisory Board, as also the expertise of experienced Supervisory Board members shall fundamentally be available to
the company and any exclusion solely on the basis of age does not seem to be proper and appropriate.
7. Code Section 5.4.5 (Supervisory Board – Training and Advanced Educational
Measures)
Furthermore, the code recommends that the company shall support in an appropriate manner the Supervisory Board members with training and advanced education
measures required for the fulfillment of their duties.
Fundamentally, the company supports the Supervisory Board members with appropriate training and advanced education measures in the context of the reimbursement of expenses as per the articles of incorporation. As it is unclear which requirements have to be fulfilled in order that the support provided by the company in the
context of this code recommendation is regarded as appropriate, by way of precaution, a deviation from the recommendation is declared herewith.
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8. Code Section 7.1.2 (Publication of Financial Reports)
In line with the recommendation of the code, the consolidated financial statements
shall be publicly accessible within 90 days after the end of the financial year, while
interim reports shall be publicly accessible within 45 days after the end of the reporting period. Fundamentally, TELES AG publishes the consolidated financial statements
and the interim reports – wherever possible – within these time limits. When required however, it reserves the right to avail of the statutory deadlines for the disclosures. Deviating from the recommendations, the consolidated financial statements
for the 2015 financial year were not published within 90 days. The 2016 interim reports were published within the 45-day time limit as recommended.
Berlin, 31 May 2017
TELES AG Informationstechnologien

Professor Dr.-Ing. Sigram Schindler

Oliver Olbrich

Thomas Haydn
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Consolidated Financial Report
as of 31 December 2016
TELES Group

© TELES AG Informationstechnologien

Page 41 of 102

Translation – the German version is authoritative

Consolidated Balance Sheet

in k€, excluding numbers of ordinary shares
Notes

31.12.2015

31.12.2016

ASSETS
Non-current assets
Property, plant and equipment

5

91

50

Intangible assets

6

10

7

101

57

Current assets
Inventories
Trade receivables
Receivables from taxes on income
Other current assets

7

167

31

8, 16

618
32

793

164

136

21
9

Cash and cash equivalents

16, 24

209

22
164

1.190

1.146

1.291

1.203

Ordinary shares (issued and in circulation: 23,304,676)

23.305

23.305

Capital reserve

11.568

11.568

-48.225

-45.092

-220

-289

Total assets
EQUITY AND LIABILITIES
Total Equity

Revenue reserves
Valuation of pension obligations
Currency translation reserve
10

379

359

-13.192

-10.148

Non-current liabilities
Non-current provisions
Other financial liabilities

15

682

805

11, 16, 26

8.730

4.750

9.412

5.555

Current liabilities
Trade payables

16

894

652

Other provisions
Accrued income

15
12

125
416

147
347

13, 16, 26

2.387

3.753

14, 26

1.250

898

5.071

5.796

Total liabilities

14.484

11.351

Total equity and liabilities

1.291

1.203

Other financial liabilities
Other current liabilities
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Consolidated Profit and Loss Account
in k€, excluding numbers of ordinary shares

01 January - 31 December
Notes

2015

2016

CONTINUING OPERATIONS
Sales revenues

17, 27

6.399

6.511

Production costs

17, 27

2.645

2.168

3.754

4.343

Gross profit
Sales and marketing expenses
Research and development expenses
Administration expenses
Other income
Other expenses

27
27
27
18
18

2.163
2.461
1.687
89
106

1.299
2.405
1.460
278
38

Operating result/EBIT

27

-2.574

-581

16, 19, 27
16, 19, 27

2.126
175

4.024
297

21, 27

-622

3.146

Financial income
Financial expenses
Result from continuing operations before taxes on income
Taxes on income

21

Result from continuing operations
DISCONTINUED OPERATIONS
Result from discontinued operations after deduction of taxes

20

Net loss
of which attributable to:
Parent company shareholders
Minority interests

23

Result per share from continuing operations
Undiluted
Diluted
Result per share from continuing operations
Undiluted
Diluted

Additional disclosure to the consolidated financial statements:
EBITDA1

Corresponds to Earnings (2015: -k€ 2.574; 2016: -k€ 527) before depreciation (2015: k€ 69; 2016: k€ 54)
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13
3.133

-789

0

-789

0

-1.433

3.133

-1.433
0

3.133
0

-0,06
-0,06

0,13
0,13

-0,06
-0,06

0,13
0,13

23.304.676
23.304.676

23.304.676
23.304.676

-2.505

-527

23

Number of underlying shares
Undiluted
Diluted

1

22
-643
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Consolidated Income Statement
in k€

01 January - 31 December
Notes

2015

Net loss

2016

-1.433

3.133

0

0

Currency translation differences, foreign subsidiaries

-17

-20

Other income to be reclassified in subsequent periods affecting net income, net

-17

-20

4

-69

4

-69

Other comprehensive income after deduction of
taxes

-13

-89

Comprehensive income after deduction of taxes

-1.446

3.044

-1.446

3.044

0

0

Other comprehensive income:
Other income reclassified in current period affecting
net income, net

Other income to be reclassified in subsequent periods
affecting net income:

Actuarial losses from defined benefit pension plan obligations as per IAS 19
Items not to be reclassified in subsequent periods
affecting net income, net

15

of which attributable to:
Parent company shareholders
Minority interests
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Development of Group Equity

December 31, 2014

23.305

11.568 -46.792

Net loss for the financial year

0

0

Other comprehensive income

0

0

December 31, 2015

23.305

1.433
0

11.568 -48.225

-224

Total Equity

reserve

Currency translation

obligations

Valuation of pension

Revenue reserves

Capital reserve

shares

Nominal value of the

In k€, the number of ordinary shares: 23,304,676

397 -11.746

0

0

4

-17

-220

379 -13.192

Net profit for the financial year

0

0

3.133

0

0

Other comprehensive income

0

0

0

-69

-20

11.568 -45.092

-289

December 31. 2016
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Consolidated Cash Flow Statement
(in k€)

01 January - 31 December
Notes

2015

2016

Cash flow from operating activities
Net loss for the financial year

-1.433

3.133

22

13

-2.126

-4.022

Adjustment of the net loss for the financial year to the:
Taxes on income
Financial result

21
16, 19

Subsequent evaluation of debtor warrant granted by Sigram
Schindler Beteiligungsgesellschaft mbG
Interest result

175

295

Value adjustment on receivables

8, 16

25

43

Value impairment on inventories

3, 7

831

53

Depreciation of property, plant and equipment

5

77

51

Depreciation of intangible assets

6

8

3

0

1

3, 15

52

-28

Gain/Loss on purchase of property, plant and equipment
Changes to the provisions, pension obligations an public sector grants
Charges to other balance sheet items:
Inventories
Trade receivables
Other current assets, prepayments and accrued Current liabilities
Current liabilities
Provisions and other liabilities

7

-119

83

8, 16

615

-218

9

-9

28

14
14, 15,
19

145

-771

-126

104

-17
-9

-20

21
16, 19

-175

-4

-2.066

-1.260

Effects from exchange rate differences
Taxes on income received
Interest paid
Cash flow from operating activities

-3

Cash flow from investing activities:
Acquisition of property, plant and equipment

5

-43

-10

Acquision of intangible assets

6

-6

0

-49

-10

1.688

1.000

0

225

1.688

1.225

Cash flow from investing activities
Cash flow from financing activities:
Loans from related parties

26

Loan from Austrian sponsoring company for research promotion (FFG)
Cash flow from financing activities
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

24

Cash and cash equivalents contain: money market
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Group Notes to the Consolidated Financial Statement for the Fiscal
Year 2016
Explanation 1: General Information
TELES Aktiengesellschaft Informationstechnologien (hereinafter referred to as
"TELES AG") and its subsidiaries (hereinafter referred to as "TELES" or the
"Company") are active in the field of innovative telecommunication technologies
and services: TELES is a high-performing supplier of equipment, solutions and
services for fixed network and fixed-mobile convergence, as well as a Next
Generation Network (NGN) service provider.
TELES AG has its registered office in Berlin, Germany. The shares in TELES AG
are listed in the Prime Standard stock exchange segment and are traded on all
German stock exchanges.
The majority shareholder in TELES AG is Sigram Schindler Beteiligungsgesellschaft mbH with headquarters in Berlin.
During the financial year, the Company employed an annual average of 59 employees (previous year: 77). The employees work in the areas of Sales and
Marketing (10, in the previous year: 15), Research and Development (27, in
previous year: 33), Procurement and Logistics (14, in previous year: 18) and
Administration (8, in previous year: 11).
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Explanation 2: Summary of Significant Accounting Policies
2.1

Basic Information to be presented

The Group Consolidated Financial Statement of TELES of 31 December 2016
complies with Sec. 315a HGB [German Commercial Code] in accordance with
the provisions of the guidelines prepared by the International Accounting
Standards Board (IASB), London applicable on the balance sheet date. On 31
December 2016, all of the IAS and IFRS mandatory in the EU as well as the
interpretations of the International Financial Reporting Interpretations Committee (IFRS IC) were complied with.
2.2

Business Continuity, Financing and Significant Uncertainties

On the basis of the assessment of Management, the Company's continuation
was seen as a given and the Group Consolidated Financial Statement was prepared on the basis of the "going concern" assumption. In order to close any
further gaps in financing, it was possible to obtain loan commitments totaling €
1.0 million from related parties in April and May 2017. The Management Board
considers that the available and contractually secured financial resources are
sufficient to meet the anticipated financial requirements until at least mid-2018.
The continued existence of the parent company and thus of the Group depends
on the fact that the planned sales for the coming months are not unduly exceeded and the outstanding funds from the loan commitments amounting to €
0.7 million are sufficient or are pushed up if necessary.
2.3

Principles of Consolidation

a) Scope of Consolidation
Remaining unchanged from the previous year, in addition to TELES AG as the
parent Company, one domestic and six foreign subsidiaries are also included in
the Group Consolidated Financial Statement prepared for the fiscal year 2016.
There are no investments in associated companies.
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A list of subsidiaries included in the Group Consolidated Financial Statement can
be found in Explanation 25.
b) Consolidation Methods
The Group Consolidated Financial Statement includes all companies for which
TELES AG is directly or indirectly able to determine financial and commercial
policies in such a way that the Group companies benefit from the activities of
these companies. The financial statements have been prepared in accordance
with uniform accounting and valuation principles. The first time inclusion of
companies in the Group Consolidated Financial Statement begins with effect
from the day on which TELES AG takes control of the subsidiary. Amounts concerning minority shareholders are reported separately.
The consolidation of capital is based on the purchase method. The acquisition
values of the shares are offset against the Group share of the fair value of the
respective Company's equity. The acquired assets and liabilities, including those
at the acquired Company not reported on the balance sheet, are hereby estimated at the fair value on the date of acquisition. Moreover, non-controlling
interests are reported in the balance sheet in the minority shareholders proportion of the fair values. The positive difference between the acquisition price and
the share of the net fair value is reported as goodwill and is reviewed at least
once per year in regard to its impairment.
Intra-group transactions are eliminated. Receivables and liabilities between the
consolidated companies are offset against each other. Interim results are eliminated and internal Group earnings are offset against the correspondent expenses.
In the case of the sale of a subsidiary, the assets and liabilities taken into
account up until this point as well as goodwill attributed to a subsidiary are
offset against the proceeds of the sale.
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2.4

Summary of Significant Accounting Policies

a) Tangible Assets
Tangible assets are recorded on the balance sheet at acquisition cost less
scheduled and if necessary unscheduled depreciation. Revaluations are not carried out. Scheduled depreciation is calculated using the straight-line method
over the following periods:
Computer hardware:
Office and business equipment:
Installations at rented premises:
Others:

3 years
5 years
10 years or shorter remaining rental
period
10 years

Maintenance and repair costs are recognized in profit or loss when incurred.
b) Intangible Assets
Acquired intangible assets are capitalized, if it is probable that a future economic benefit is connected with their use. These are recorded on the balance sheet
at acquisition cost less scheduled and if necessary unscheduled depreciation.
Scheduled depreciation is calculated using the straight-line method over the
following periods:
Software:
Others:
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c) Financial Instruments, Assets
The financial instruments are categorized in accordance with IAS 39. Possible
categories of financial instruments (assets) are:
Financial assets that are valued at fair value through profit or loss,
whereby a distinction is made between those that are (i) initially classified as such and those that are (ii) classified as held for trading in accordance with IAS 39;
Financial investments held until maturity;
Loans and receivables;
Financial instruments available-for-sale.
Trade receivables and other receivables are initially recognized at fair value and
subsequently assessed at amortized acquisition costs using the effective interest rate method. In order to take account of the general credit risk, the receivables are summarized in groups after their maturity date and then value adjustments are made on the basis of the age structure. However, if so required
by the circumstances, appropriate individual value adjustments are made in
individual cases.
The acquisition and sale of financial assets is reported in the balance sheet on
the date of fulfilment.
d) Inventories
Inventories are shown at the average acquisition or manufacturing cost or the
lower net realizable value. Insofar as obsolete inventories that are difficult to
sell exist, value reductions are applied.
e) Cash and Cash Equivalents
The Company considers all highly liquid investments with a term to the acquisition date of 90 days or less as cash equivalents.

f)

Equity

© TELES AG Informationstechnologien

Page 51 of 102

Translation – the German version is authoritative

Decisive for the management of equity are the provisions of the German Commercial Code (especially Sec. 272) and the German Stock Corporation Act (especially Sec. 71 et seq., Sec. 192 et seq.) for the separate financial statements
of TELES AG as well as the regulations in accordance with IFRS for the equity of
the TELES Group. The aforementioned laws or regulations are the only external
restrictions to which the TELES equity is subject. In the past fiscal year, the
Company met all external minimum capital requirements.
The equity shown in the Group Consolidated Financial Statement corresponds
to the management-controlled equity.
g) Financial Instruments, Liabilities
The financial instruments are categorized in accordance with IAS 39. Possible
categories of financial instruments (liabilities) are:
Financial liabilities that are valued at fair value through profit or loss,
whereby a distinction is made between those that are (i) initially classified as such and those that are (ii) classified as held for trading in accordance with IAS 39;
Financial liabilities that are valued at the amortized acquisition costs.
Sigram Schindler Beteiligungsgesellschaft mbH waived loans granted to the
Company
in
previous
fiscal
years.
On
31 December 2015
and
31 December 2016 respectively, the Company reported a financial liability in the
balance sheet that resulted from a debtor warrant agreement entered into in
connection with the loan waiver. The initial evaluation of the liability was recognized at fair value. The fair value was - in the absence of market-related values
- determined using a discounted cash flow method. The update is carried out at
amortized acquisition costs.
Trade liabilities are reported in the balance sheet by the Company at the amortized acquisition costs.

h) Provisions
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Provisions are recognized if a current legal or factual liability is created for the
Company as a result of an event in the past, an outflow of resources to fulfil
this obligation is probable and the amount of the obligation can be reliably estimated.
i)

Employee Benefits

The Company reports benefits after the end of employment that are categorized as defined benefit plans in accordance with IAS 19. The total actuarial
profits and losses in the period are recognized in the other result in application
of IAS 19.
Payments for defined contribution plans are recognized as an expense in the
profit and loss account, if they are due.
j)

Deferred Tax Assets

Tax liabilities are recognized on the basis of the so-called assets and liability
method: Deferred income taxes are created for all significant temporary differences between the tax and accounting-related basis of assessment of the assets and liabilities and tax loss carryforwards on the basis of the statutory tax
rates. Deferred tax assets are reduced by a valuation discount, insofar as it is
likely on the basis of the known circumstances that a part or all of the total deferred tax assets cannot be used. Deferred taxes are shown as long-term assets
or liabilities.
k) Impairment of Assets
Assets are checked on each balance sheet date as to whether events or changes in circumstances indicate that the book value is not to be realized and thus a
value reduction is required.

l)

Research and Development Costs
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Research costs are recorded as expenses at the time they are incurred. Costs
incurred in connection with the Company's own development of software for
the sale of certain telecommunications devices are examined in regard to their
capitalization as internally generated intangible assets. In addition to the general requirements for the capitalization and initial assessment, the technical and
commercial feasibility must be demonstrated for the approach and the allocated
expenditure must be reliably measurable. Furthermore, it must be probable that
the intangible asset value will lead to a future economic benefit, is unambiguously identifiable and can be assigned to a specific product. If the research
phase is not clearly distinguished from the development phase, the total costs
are treated as research costs.
Capitalized development costs are depreciated over the estimated useful life of
the internally generated intangible asset. The depreciations are recorded in the
production costs.
m) Leases
Leases that the Company has entered into are classified as operating leases,
insofar as the Company is not to be seen as a beneficial owner. The leasing
rates are reported during the period in which they were generated in the income statement.
Leased items which are attributable to the Company as the beneficial owner are
capitalized and depreciated over their normal useful life or the shorter duration
of the leasing contract. Accordingly, the liability that arises from the lease is
recognized under liabilities and reduced by the repayment portion of the paid
lease rates.
n) Translation of Foreign Currencies
The currency of the primary economic environment in which the individual
Group companies are active is seen as the "functional" currency. In the case of
the TELES AG subsidiaries, this corresponds to the respective local currency of
the Company. Accordingly, all assets and liabilities are valued at the current
exchange rate on the balance sheet date. The translation of income and expenses is carried out using the monthly average exchange rates for the year.
Profits and losses from the translation of the financial statements of the Group
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companies are not included in the profit and loss account but in the other
changes in equity. Profits and losses from foreign currency transactions are included in the determination of the annual results.
o) Principles of Sales Revenue Realization
Products
The Company realized revenues from product sales (software and licences) on
the basis of a corresponding contract, as soon as the product has been delivered, the sales price is fixed or determinable and no significant commitments to
customers exist, and the collection of the receivables is deemed probable. The
Company makes provisions for all potential costs through product withdrawals,
warranty services and other costs according to experience values.
Services
Sales revenue from the provision of services are realized, if these have essentially been provided in full and are chargeable. The Company provides both services that are to be completed within a certain period as well as services that
are provided over several periods. If the contractually agreed services extend
beyond the balance sheet date and have already been invoiced but not delivered or rendered but not yet billed services are deferred.
Transport and Shipping Costs That Are Passed On
The Company shows shipping costs that are passed on in sales and the associated costs in the production costs.
p) Production Costs
In addition to the cost of direct materials and direct manufacturing expenses,
the production costs for products sold include indirect costs including depreciation of production equipment and other intangible assets as well as the impairment to inventories.
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q) Earnings per Ordinary Share
The undiluted annual net income per ordinary share is calculated on the basis
of the weighted average number of ordinary shares in circulation during the
reporting period. Own shares reduce the number of ordinary shares in circulation. The diluted net income per ordinary share is calculated on the basis of the
weighted average number of ordinary shares and diluted common equivalent
shares in circulation during the reporting period. Dilution effects are based solely on the stock options issued.
r)

Segment Reporting

Internal management of the Company forms the basis for segment reporting
(management approach). External segment reporting is on the basis of the internal organizational and management structure and the coordinated internal
financial reporting to the highest governance body (Chief Operating Decision
Maker).
s) Government Grants
Government grants are recognized when there is reasonable assurance that the
grants will be granted and the company will meet the related conditions. Expense-related grants are recognized as other operating income over the period
over which the corresponding expenses that they are intended to compensate
are recorded. Grants for an asset are recognized in income over the estimated
useful life of the relevant asset.
t)

Dividend Yield

Dividend income is recognized at the time at which the right to receive payment
is established.
u) Discontinued Operations
The Company presents continuing operations and discontinued operations separately in the profit and loss account, where the earnings contribution of discontinued operations is shown in summary. The composition of the amount, as
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well as the identifiable amounts for discontinued operations in the cash flow
statement are specified in Explanation 19.
Subsequent earnings contributions from operations discontinued in previous
years are reported as "earnings from discontinued operations after the deduction of taxes".
2.5

Important Discretionary Decisions, Estimates and Assumptions

During preparation of the Group Consolidated Financial Statement, the Executive Board has to make estimates and assumptions in accordance with the generally accepted accounting principles that affect the reported amounts in the
Group Consolidated Financial Statement and Notes.
The valuation of the financial liability arising from the debt relief right for liabilities assumed is based on a discounted cash flow method with the original and
unchanged rate of 12%. The payability of the amounts depends on certain operating conditions. The key assumptions on which the determination of the
amount to be paid is based are therefore assumptions regarding the development of revenues and earnings. The result of the subsequent valuation as at 31
December 2016 results in an income of EUR 4,022 thousand. This reflects current budget planning, which means that lower payment flows are expected for
the future compared to the previous year due to sustainably lower EBITDAs.
Please refer to explaination 15.
With regard to Management's assessment regarding business continuity and
financing, please refer to point 2.2 in this explanation.
2.6

Standards, Interpretations and Amendments Which Became Mandatory
for the First Time in the Past Fiscal Year

TELES AG regularly takes all mandatory accounting standards from the relevant
fiscal year into consideration in its Group Consolidated Financial Statement and
implements them.
In the fiscal year 2016, standards to be implemented for the first time were
either of no relevance to TELES AG or were not of significant relevance to the
Company's asset, financial and profit situation.
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2.7

Standards, Interpretations and Amendments That Shall Become Mandatory in Future Reporting Periods (Published but not yet Mandatory Applicable Standards)

In its Group Consolidated Financial Statement for 2016, TELES AG did not take
the following accounting standards issued by the IASB, which had already been
adopted but were not yet mandatory for the fiscal year, into consideration.
Standard/Interpretation

Application obliga-

Foreseeable effects

1

tion
IFRS 9

Financial instruments

Originally
01/01/2018

None

Date of entry into
force postponed for
an unspecified period of time
IFRS 10,
IFRS 28
IAS 28

IFRS 14

Consolidated financial statements
and shares in associated companies and joint ventures:
Sale of an investor's assets or
transfer to its associated Company or joint venture

Originally
01/01/2016

Regulatory accruals

Originally
01/01/2016

No, as all of the consolidated companies are
wholly-owned subsidiaries

Date of entry into
force postponed for
an unspecified period of time
None

Date of entry into
force postponed for
an unspecified period of time

IFRS 15

Sales revenue from customer
contracts

01/01/2017
Effective Date
IFRS 15:
01/01/2018

IAS 7

1

Declosure Initiative

None anticipated
of

01/01/2016

Mandatory first-time application from the perspective of TELES AG
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Effective Date
IAS 7:
01/01/2017
IFRS 16

IAS 12

Leases

01/01/2016

Deferred Taxes

Effective Date
IFRS 16:
01/01/2017
01/01/2017

© TELES AG Informationstechnologien

Page 59 of 102

of

No significant effects
of

No significant effects

Translation – the German version is authoritative

Explanation 3: Essential Components of the Operating Result
01 January - 31 December
(in k€)

2015

Depreciation

2016
85

54

77

51

8

3

1.708

317

-831

-53

83

43

209

118

-126

-75

6.759

4.578

444

335

14

22

251

164

-6

0

0

225

(included in production costs and operating expenses)

of which: scheduled depreciation of property, plant and equipment
of which: scheduled depreciation of intangible assets
Inventories
Inventory procurement and production costs recognized as expenses
including: reversal of inventory write-down (previous year: impairment) *
(included in production costs)
Value adjustments on trade receivables
(included in operating expenses, sales and marketing)

of which: value adjustments
of which: reversals of value adjustments
Personnel costs
(included in production costs and operating expenses)

including: employer's contribution to the statutory pension insurance
including: employer's contribution to the defined contribution plan
including: severance payments
Public sector grants
(included in the research and development expenses)
Investment grants from Österreichische Forschungsförderungsgesellschaft
mbH (Austrian sponsoring company for research promotion)
* including values of the discontinued operation
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Explanation 4: Tangible Assets
The tangible assets developed as follows in the fiscal years 2015 and 2016:
Computer
(in k€)

hardware

Furniture
and fix-

Leasehold
improvement

tures

Other

Total

Acquisiton costs
31 December 2015

6.560

22

681

209

7.473

10

0

0

0

10

4

0

0

0

4

6.566

22

681

209

7.479

6.498

11

681

192

7.382

41

2

0

6

50

3

0

0

0

3

6.536

13

681

198

7.428

Residual (Net) book values as of
31 December 2015

62

11

0

17

91

31 December 2016

30

9

0

11

50

Acquisitions
Disposals
31 December 2015
Depreciation
31 December 2015
Acquisitions
Disposals
31 December 2015
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Explanation 5: Intangible Assets
The intangible assets developed as follows in 2015 and 2016:

(in k€)

Software

Total

Acquisiton costs
As of 31 Dec. 2013

4.280

4.280

6

6

4.286

4.286

4.286

4.286

4.269

4.269

8

8

4.277

4.277

3

3

4.280

4.280

31 December 2015

10

10

31 December 2016

7

7

Acquisitions
31 December 2015
Acquisitions
31 December 2016
Depreciation
As of 31 Dec. 2013
Acquisitions
31 December 2015
Acquisitions
31 December 2016
Residual (Net) book values as of

All intangible assets have a limited period of use.
The remaining depreciation for the substantial part of the software licenses is
four to five years.
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Explanation 6: Inventories
The inventory assets are composed as follows:
31.12.2015

(in k€)

Finished products
Raw materials and supplies

31.12.2016

146

31

21

0

167

31

4

0

79

1

Including inventories which are:
Reported at net realizable value
Range > one year

For the year 2016, a total k€ 53 of value increase (reverse impairment) was
made. This results mainly from the sale of formerly written-off or written-down
inventory in connection with the discontinuation of the business unit Access
Solutions. In the previous year, the marketability value increase was k€ 831.
This takes the risk of future technological developments in the industry into account.

Explanation 7: Trade Receivables
The trade receivables are as follows:
31.12.2015 31.12.2016

(in k€)

Trade receivables

2.709

2.927

Minus value adjustments on receivables

2.091

2.134

618

793

The trade receivables on 31 December 2016 include a long-term share in the
amount of k€ 86 (31 December 2015: k€ 0). .
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Explanation 8: Other Current Assets
The other current assets are comprised as follows:
31.12.2015 31.12.2016

(in k€)

Prepayments

52

45

Sales (VAT) tax claims

15

10

Receivables from related parties

26

26

Other

72

55

164

136
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Explanation 9: Equity
The fully paid up share capital is composed of 23,304,676 no-par value shares
with a calculated value of EUR 1.00 each.
9.1

Authorized Capital

The usable authorized capital (Authorized Capital 2015/I) on 31 December 2016
totalled k€ 1,295.
The Authorized Capital 2015/I is based on a resolution of the Annual General
Meeting of 28 August 2015 and entitled the Executive Board, with the consent
of the Supervisory Board, to increase the share capital against cash and/or assets in kind once or several times by up to k€ 1,295 up until 27 August 2020.
9.2

Conditional Capital

The conditional capital 1997 / I, which was created for the first time by resolution of the Annual General Meeting in 1997, amounted to € 1,946,000 as at 31
December of the previous year, divided into 1,946,591 shares. It served to support stock options from an employee participation program, which ended on 21
November 2015. By resolution of the Annual General Meeting on 5 August
2016, conditional capital 1997 / I was therefore canceled.
9.3

Own Shares

The Company does not hold any of its own shares.
9.4

Capital Reserves

The capital reserve includes premiums from the issue of shares less profitneutral allocation within the context of Company acquisitions previously reported in the balance sheet under US GAAP according to the pooling of interests
method.
On 31 December 2016 and 2015 respectively, the capital reserve still contained
k€ 14,981, resulting from the repayment of a loan obligation due to a waiver by
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the shareholder Sigram Schindler Beteiligungsgesellschaft mbH, minus k€
10,371 resulting from a debtor warrant agreement with the shareholder in relation to the loan waiver. For more information, please refer to Explanation 15.
9.5

Valuation of Pension Obligations

Furthermore, the equity capital was increased by k€ 69 (on 31 December
2015: k€ 4) for actuarial losses from defined pension benefit obligations according to IAS 19.
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Explanation 10: Other Long-term Financial Liabilities
The other long-term financial liabilities to related companies are as follows:
31.12.2015 31.12.2016

(in k€)

Debtor warranty agreement, Sigram Schindler Beteiligungsgesellschaft mbH

8.297

4.275

433

250

0

225

8.730

4.750

Sigram Schindler Beteiligungsgesellschaft mbH
loan Österreichische Forschungsförderungsgesellschaft mbH (Austrian sponsoring company for research promotion)

For more information, please refer to Explanation 15: Financial Instruments and
Explanation 23: Relationships to Related Companies and Persons.

Explanation 11: Accrued Income
The amounts recorded under this item concern deferred sales revenue from the
provision of services.
2015

(in k€)

As of 1 January

2016

449

416

Accrued in the reporting period

3.507

3.772

Recognised in the reporting period affecting net income

3.540

3.841

416

347

As of 31 December
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Explanation 12: Other Current Liabilities
The other current liabilities are comprised as follows:
31.12.2015

31.12.2016

Personnel-related liabilities

701

402

Advance received from customer

215

145

99

107

235

244

1.250

898

(in k€)

Deposits received
Sales (VAT) tax payables

The position of "personnel-related liabilities" includes liabilities from the divisions accrued but not taken vacation, provisions for commission payments, provisions for variable pay and severance payments.

Explanation 13: Other Financial Liabilities
The other current liabilities are comprised as follows:

(in k€)

Liabilities with related parties
Liabilities at record date

31.12.2015

31.12.2016

2.195

3.576

191

177

2.387

3.753

Regarding the relationships to related companies and persons, please refer to
Explanation 23.
The "liabilities based on the reporting date" position includes, inter alia, liabilities from the areas of personnel and rent as well as preparation and audit of
the annual financial statement.
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Explanation 14: Provisions
The Company recognizes the following provisions:
31.12.2015 31.12.2016

(in k€)
Non-current provisions
Employee benefits in accordance with IAS 19

682

805

682

805

125

147

125

147

Current provisions
Other provisions

The provisions are comprised as follows:
(in k€)
31.12.2015

Utilized

Released

Allocated

31.12.2016

Non-Current provisions
Employee benefits

682

10

0

133

805

682

10

0

133

805

Government tax audit

10

0

0

22

32

Litigation risks

54

0

0

Warranties

16

16

0

15

15

Other

45

0

0

1

46

125

16

0

38

147

Current provisions

54

The outflow of assets is - with the exception of the above amount shown as
long term - essentially expected within the next financial year.

© TELES AG Informationstechnologien

Page 69 of 102

Translation – the German version is authoritative

14.1

Long-term Provisions - Employee Benefits

The recognized long-term provisions for "Employee Benefits" concern defined
benefit obligations in accordance with IAS 19.
a) Severance Payment Claims
Based on the legal requirements in Austria, employees of one of the TELES
subsidiaries are entitled to so-called severance payments. Severance payments
are due when an employee leaves the Company for certain defined reasons.
The amount of the statutory severance payment claims depends on the time
served; for employees who joined the Company after 1 January 2003, there is
no severance payment obligation.
b) Anniversary Payment
In addition to this, TELES is obligated on the basis of a works agreement to
make certain payments for the employees of one of its subsidiaries in the case
of an anniversary (duration of service).
The following tables show the components of expenditure on benefits recorded
in the profit and loss account as well as the amounts recognized in the balance
sheet:
Net present value of

(in k€)

1 January

Servance

Anniversary

claims

obligation

Total

502

120

622

Current service cost

32

8

40

Interest expense

11

3

14

Expenses in the reporting period

Actuarial loss
Subtotal included in the costs
Benefits paid
Total as of 31 December
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-1

-5

40

10

50

0

11

11

542

141

682
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Net present value of

(in k€)
2016
1 January

Servance

Anniversary

claims

obligation

Total

542

141

682

Current service cost

30

9

39

Interest expense

12

3

15

Actuarial loss

69

11

80

111

22

133

0

10

10

652

153

805

Expenses in the reporting period

Subtotal included in the costs
Benefits paid
Total as of 31 December

The actuarial loss resulted entirely from changes to the financial assumptions.
The projected unit credit method was used to determine the obligations. Salary
increases to be expected in the future that influence the amount of the severance pay entitlement have been taken into account. The following premises
were taken as the basis for determining the defined benefit obligation:
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2015

2016

(in %)

(in %)

Severance claims

2,25

1,75

Anniversary obligations

2,25

1,75

Severance claims

3,0

3,0

Anniversary obligations

3,0

3,0

2015

2016

(in years)

(in years)

Discount rate (actuarial interest rate):

Salary trend:

Assumed retirement age (normal pensionable
age):
Severance claims
Men
Women

65

65

60 - 65

60 - 65

65

65

60 - 65

60 - 65

Eintritts-

Eintritts-

Anniversary obligations
Men
Women
Start of financing:
Severance claims
Anniversary obligations

datum

datum

Eintritts-

Eintritts-

datum

datum

Jeweiliger

Jeweiliger

End of financing:
Severance claims

Leistungszeit- Leistungszeit-

Anniversary obligations

punkt

punkt

Jeweiliger

Jeweiliger

Leistungszeit- Leistungszeitpunkt

punkt

Severance claims

Keine

Keine

Anniversary obligations

Keine

Keine

Fluctuation

The calculation basis for determining the severance pay entitlements and the
anniversary payment obligation is AVO 2008-P (Association of Actuaries in Austria), accounting principles for pension insurance, Pagler&Pagler, employee generations table.

© TELES AG Informationstechnologien

Page 72 of 102

Translation – the German version is authoritative

A quantitative sensitivity analysis for the main assumptions was carried out as
follows on 31 December 2016 and 31 December 2015:
2015

2016

(in %)

(in %)

Severance claims

2,25

1,75

Anniversary obligations

2,25

1,75

Severance claims

3,0

3,0

Anniversary obligations

3,0

3,0

Discount rate (actuarial interest rate):

Salary trend:

2015

2016

(in years)

(in years)

65

65

60 - 65

60 - 65

65

65

60 - 65

60 - 65

Eintritts-

Eintritts-

datum

datum

Eintritts-

Eintritts-

datum

datum

Jeweiliger

Jeweiliger

Assumed retirement age (normal pensionable
age):
Severance claims
Men
Women
Anniversary obligations
Men
Women
Start of financing:
Severance claims
Anniversary obligations
End of financing:
Severance claims

Leistungszeit- Leistungszeit-

Anniversary obligations

punkt

punkt

Jeweiliger

Jeweiliger

Leistungszeit- Leistungszeitpunkt

punkt

Severance claims

Keine

Keine

Anniversary obligations

Keine

Keine

Fluctuation

The above sensitivity analyses were based on a method which takes the extrapolated impact on defined benefit obligations into account and calculates the
assumptions made at the end of the period covered by the report as a result of
appropriate changes.
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The following are the expected payments for defined benefit obligations in the
coming years:
2016

(in k€)
Within the next twelve months 12 (next reporting period)

3

Between 2 and 5 years

19

Between 5 and 10 years

140

Total expected payments

162

14.2

Short-term Provisions

The company is involved in legal proceedings and legal disputes arising in the
ordinary course of business. The Company generally provides provisions for
corresponding cases where a claim is probable and an amount can be estimated.
Litigation Risks
The evaluation of the litigation risk is based on the estimates of the Company.
Warranty
In principle, the Company agrees a warranty obligation of twelve months with
its commercial customers upon sale of telecommunications products; in individual cases the statutory legal warranty period of two years applies. Estimated
future warranty obligations for certain products are taken into consideration
when the sales revenues are reported. These provisions are based on historical
experience and the estimation of future claims.
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Explanation 15: Financial Instruments
15.1

The Importance of Financial Instruments

The Company has financial instruments in the following categories:
(in k€)

31.12.2015

31.12.2016

618

793

618

793

8.730

4.750

894

652

2.387

3.753

12.011

9.155

Financial assets
Loans and receivables
Trade receivables

Financial liabilities
Financial liabilities measured at amortized acquisition
costs
Other financial liabilities (non-current)
Trade payables
Other financial liabilities (current)

The Company does not have financial instruments in other categories.
a. Loans and Receivables
31.12.2015

(in k€)
Trade receivables

31.12.2016

618

793

618

793

b. Trade Receivables
The trade receivables reported in the balance sheet on 31 December 2016 almost exclusively concern receivables from corporate customer business (contracts are usually concluded with small and medium-sized enterprises). These
receivables are generally assessed separately. The first indication of the existence of a value reduction is non-fulfilment of the contractually agreed payment
terms. If there is a delay in payment, in a further step the reasons are evaluat© TELES AG Informationstechnologien
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ed and an assessment is made as to whether it is recoverable. Based on this,
the trade receivables are individually adjusted.
The value adjustment for trade receivables developed as follows:
01 January – 31 December
(in k€)

2015

2016

Trade receivables
Value adjustments
Reversals of value adjustments
Trade receivables; operating expenses

209

118

-126

-75

83

43

The value adjustment account for trade receivables developed as follows:
31 December

(in k€)
2015
Value adjustments of trade receiv-

Utilized

Released

2.091

albes

Allocated

-75

Exchange
differences

2016

118

2.134

With regard to the creditworthiness of trade receivables that are neither in default nor impaired, please refer to the further explanations below regarding
credit risk.
The trade receivables reported on the balance sheet date include those for
which a late payment exists but is not to be viewed as impaired:
Delay of payment

(in k€)
No pay-

> 3 und

ment de-

<= 3

lay, no

months

impairment

> 6 mon-

<= 6

ths und

months

<= 1 year

> 1 year

Total

31 December 2015

516

102

0

0

0

618

31 December 2016

674

96

15

8

0

793

The fair value of the trade receivables corresponds to their book value. For more information, please refer to Explanation 7.
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15.2

Financial liabilities that are measured at amortized acquisition costs

(in k€)

31.12.2015 31.12.2016

Debtor warranty agreement, Sigram Schindler Beteiligungsgesellschaft

8.297

4.275

1.943

2.645

0

771

Trade payables; current

894

652

loan Sigram Schindler Beteiligungsgesellschaft mbH; non-current

433

250

0

225

11.567

8.818

mbH; non-current
Debtor warranty agreement, Sigram Schindler Beteiligungsgesellschaft
mbH; current
Other loans; non-current

Other loans; non-current

Sigram Schindler Beteiligungsgesellschaft mbH waived the loans granted to the
Company in previous fiscal years. On 31 December 2016, the Company reported a financial liability that resulted in connection with the loan waivers in the
fiscal years 2009, 2010 and finally in the debtor warrant agreements concluded
in 2011. The reinstatement of the liability is essentially linked to a positive result (EBITDA) as well as the availability of a defined free cash flow. The initial
evaluation of the liability was recognized at fair value. The fair value was - in
the absence of market-related values - determined using a discounted cash flow
method. The update is carried out at amortized acquisition costs based on the
expected cash flows (IAS 39-AG8) on the basis of current budget planning approved by the Supervisory Board. On the basis of the assessment with the
near-market discount rate, the book value essentially corresponds to the fair
value of the liability. In order to assess the fair value, the liability from the
debtor warrant agreement is to be categorized under fair value hierarchy level 3
(input parameter not observable on the market).
The result of the subsequent valuation as at 31 December 2016 results in an
income of EUR 4,022 thousand. This reflects the current budget planning,
which means that lower payment flows are expected for the future as a result
of sustainably lower EBITDA. The amortization agreement is valued at 31 December 2016 at a present value of EUR 4,275 thousand. If, according to budget
planning, sales were 5% higher or lower, the cash value would be higher by
TEUR 1,481 and TEUR 1,604 respectively.
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The inflow of funds can be seen in the consolidated cash flow statement in the
"loans from related companies and persons" position.
a) Trade Liabilities
The liabilities recorded on the balance sheet date are mainly due within one
month.
Interest income and expenditure for financial assets and liabilities that are not
assessed at fair value through profit or loss:
01 January – 31 December
2015

(in k€)

2016

Interest income
Loans, Sigram Schindler Beteiligungsgesellschaft mbH

2.126

4.022

0

2

2.126

4.024

Loans, Sigram Schindler Beteiligungsgesellschaft mbH

169

269

Loans, Sigram Schindler Beteiligungsgesellschaft mbH

0

21

Cash credit lines drawn down during the year

6

7

175

297

Cash credit lines drawn down during the year

Interest expenses

15.3

Risks from Financial Instruments

TELES uses a series of coordinated risk management and control systems;
among other things, these are used to identify, measure and manage risks from
financial instruments. Risk positions can essentially result in the form of credit
and liquidity risk as well as market risks.
a) Credit Risk
The Company's default risks are restricted to a normal commercial risk, which is
taken into account through the formation of provisions. In principle, the creditworthiness of new customers and often of existing customers too is checked on
the basis of market information. Furthermore, advance payments are used inso© TELES AG Informationstechnologien
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far as this is possible and advisable. In addition to this, market-standard letters
of credit or payment guarantee are agreed for foreign business - in particular in
the case of non-European business. In individual cases - for example as described below in connection with the sales partner - detailed assessments of the
economic conditions are carried out.
In the fiscal year 2016, TELES achieved a share of sales of approx. 6% with the
largest single customer. A total of approximately 11% of sales revenues were
realized with the next two biggest customers. The additional revenue and the
resulting trade receivables are broadly spread. In individual cases and to the
extent this was shown for such risk exposures/obligations with a view to the
amount as well as the payment targets and their permanent valuation, TELES
carried out detailed assessments of the economic conditions on the basis of
current actual figures as well as further information from the customers.
The maximum default risk is derived from the book values of the receivables.
The cash and cash equivalents are mainly invested with two renowned financial
institutions. A risk of failure does not exist in this case.
b) Liquidity Risk
Group-wide financial control instruments are used for the purposes of monitoring and control, especially weekly liquidity reports.
c) Market Risks
1. Foreign currency risks

Exchange rate fluctuations can cause undesirable and unpredictable earnings
and cash flow volatility. The risk is reduced by the fact that business transactions are settled in the functional currency insofar as possible. Future exchange
rate changes can have an impact on prices for products and services and lead
to changes in the profit margins. TELES currently reports foreign currency receivables in the amount of kUSD 108 (previous year: kUSD 123 and liabilities in
the amount of kUSD 215 (previous year: kUSD 279). If the exchange rate on
the reporting date changes upward (downward) by 10%, it has a reducing (increasing) effect on the balance sheet value for receivables of k€ 9 (k€ 11).
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2. Interest Rate Risk
The interest rate risk for TELES results solely from interest-bearing assets. The
primary focus of the TELES investment strategy is liquidity issues, i.e. the repayment capacity of these investments.
3. Price Risk
TELES does not currently report any investments in listed shares in the balance
sheet; to this extent the Company is not exposed to any price risk.

Explanation 16: Composition of the Sales Revenues and Production
Costs
01 January – 31 December
(in k€)

2015

2016

Products

2.835

2.405

Services

3.564

4.106

6.399

6.511

Products

1.371

829

Services

1.274

1.340

2.645

2.168

Sales revenue

Production costs

Explanation 17: Other Income and Expenditure
Other income for the fiscal year 2016 mainly includes expenditure grants from
the Österreichische Forschungsförderungsgesellschaft mbH (Austrian sponsoring company for research promotion) of € 225 thousand, income from the payment of a written-off deposit (€ 25 thousand) as well as currency translation
gains of € 20 thousand Income mainly income from currency translation.
Other expenses for the fiscal year 2016 included significant currency translation
losses in the amount of k€ 23 (previous year: k€ 98).
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Explanation 18: Financial Result and Other Income from Participations
The following table shows the composition of financial income and expenditure
as well as other income from participations:
01 January – 31 December
(in k€)

2015

2016

Financial income
Interest, subsequent measurement of debtor warranty agreement

2.126

4.022

-

2

2.126

4.024

169

269

Interest on loans, related party

0

21

Other

6

7

175

297

Interest

Financial expenses
Interest on loans, Sigram Schindler Beteiligungsgesellschaft mbH
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Explanation 19: Discontinued Operations
For the reason, a fundamental restructuring was decided upon and implemented in the third quarter of 2015: The division for access technology (Access Solutions) was discontinued. The existing business units and reporting segments
Carrier Solutions and Enterprise Solutions have been restructured and combined
as Core Solutions. TELES focuses on the growth area of software-based solutions for network operators.
It is against this background that the former access technology segment is presented as a discontinued business segment. Thanks to the merging of the two
remaining business units into the business unit Core Solutions, the Company
sees itself as a one-segment Company. The profit and loss statement and balance sheet for the entire Group represent the financial information for Core Solutions.
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The result from discontinued operations is comprised as follows:
01 January – 31 December
(in k€, except for share-related information)

2015

2016

Sales revenues

1.539

0

Production costs

1.384

0

Gross profit

154

0

Sales and marketing expenses

308

0

Research and development expenses

637

0

98

0

100

0

0

0

-789

0

0

0

-789

0

0

0

-789

0

Undiluted

23.304.676

23.304.676

Diluted

23.304.676

23.304.676

Undiluted

-0,03

0,00

Diluted

-0,03

0,00

Administration expenses
Other income
Other expenses
Operating result/EBIT
Financial expenses
Result from discontinued operations before taxes on
income
Income tax expense
Result from discontinued operations after taxes on
income
Weighted average number of ordinary shares for calculating
the gain (loss) per share

Result from discontinued operations per share:

© TELES AG Informationstechnologien

Page 83 of 102

Translation – the German version is authoritative

Explanation 20: Income Taxes
The result before income taxes is broken down as follows:
01 January – 31 December
(in k€)

2015

Germany

2016

-1.474

3.105

63

41

-1.411

3.146

Other countries
Result before taxes on income

The income and expenses from income taxes include:
01 January – 31 December
2015

(in k€)

2016

Current taxes
Germany

0

0

22

13

22

13

Germany

0

0

Other countries

0

0

0

0

22

13

Other countries

Deferred taxes

Income tax expense:

The overall tax burden for TELES since entry into force of the 2008 corporate
tax reform is approximately 30.2% (income tax, including the solidarity surcharge 15.8%; trade tax 14.4%).
The tax expense related to the discontinued business amounts to € 0,- with
regard to the result from the discontinuation of the business unit and as well
amounts to € 0,- with regard to the result from regular operation of such discontinued business (previous year: € 0,-).
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The following table shows the main differences between the effective tax burden of the Group and the expense under German tax law at an effective rate of
approximately 30.2%:

01 January – 31 December
2015

(in k€)

Result before taxes on income (continuing and discontinued operations)
Income tax expense and/or income at statutory tax rate
Tax rate differences
Difference due to non-deductible items
Non-recognized deferred tax assets
Receivable waiver
Tax items not related to the period

2016

-1.411

3.146

-426

949

-11

-7

14

195

1.090

88

-642

-1.213

-11

-4

7

5

22

13

Other items, net
Effective income tax expense

The tax effects of the temporary differences that cause deferred taxes are:
31.12.2015

(in k€)

31.12.2016

Deferred tax assets:
Losses carried forward

2

2

Deferred tax assets, total

2

2

Offset with deferred tax liabilities

-2

-2

Reported on the balance sheet

0

0

Other

2

2

Deferred tax liabilities, total

2

2

Offset with deferred tax assets

-2

-2

Reported on the balance sheet

0

0

deferred taxes, net

0

0

Deferred tax liabilities

Losses carried forward from active companies, for which reporting of the deferred tax claim in the balance sheet was not applied because they cannot be
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realized, relate at k€ 74,165 (previous year: k€ 73,222 corporation tax and
k€ 79,994 (previous year: k€ 79,147) trade taxes in Germany and k€ 7,479
(previous year: k€ 7,576) corporate taxes abroad.
Furthermore, the reporting of a deferred tax claim for losses carried forward in
the balance sheet in the case of companies that are not active in the amount of
approx. EUR 10.4 million was omitted, as these are also considered to be unrealizable.
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Explanation 21: Earnings per Share
The following table shows the calculation of undiluted and diluted earnings per
ordinary share due to the shareholders of the parent company:
01 January – 31 December
2015

(in k€, except for share-related information)

Annual result attributable to parent company

2016

-1.433

3.133

Undiluted

23.304.676

23.304.676

Diluted

23.304.676

23.304.676

Undiluted

-0,06

0,13

Diluted

-0,06

0,13

shareholders
Weighted average number of shares to calculate
the result per share

Result per share

Explanation 22: Disposal Restrictions and Other Financial Commitments
22.1

Disposal Restrictions

The Company's liquid funds are subject to disposal restriction (rental collateral)
on the balance sheet date in the amount of k€ 142 (previous year: k€ 148).
22.2

Rental and leasing obligations

The Company leases buildings, vehicles, warehouses and certain office equipment within the context of non-cancellable lease contracts without an option to
buy. The lease contract for the office space has a fixed term limited to 31 January 2018 and is cancelled. The option to extend for a period of five years fix
was not drawn. The cost of leasing contracts (operating lease) amounted to
k€ 559 or k€ 624 for the fiscal year ending on 31 December 2016.
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Future minimum payments within the context of the non-cancellable lease contracts with initial maturities of one year or longer amounted to:
(in k€)

Up to one year

31.12.2015 31.12.2016
646
590

Between one and five years

134

138

Total

780

728

22.3

Financial commitments from other contracts

Future minimum payments due to legal agreements amount to:
(in k€)

Other Services

31.12.2015

31.12.2016

359

484

27

8

386

492

Service engineering
Total
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Explanation 23: Relationships to Related Companies and Persons
The following significant transactions took place between the Group and related
companies and people:
23.1

Controlling Company, companies under common control

Loans granted by Sigram Schindler Beteiligungsgesellschaft mbH
In previous fiscal years, Sigram Schindler Beteiligungsgesellschaft mbH waived
loans granted to the Company. On 31 December 2016, the Company recorded a
financial liability in the balance sheet that resulted from the debtor warrant
agreement in connection with the loans waived in the fiscal years 2009, 2010
and 2011. The initial assessment of the liability was recognized at fair value.
The fair value was - in the absence of market-related values - determined using
a discounted cash flow method. The update is carried out at amortized acquisition costs. For more information, please refer to Explanation 15.
The reinstatement of the liability is essentially linked to a positive result
(EBITDA) as well as the availability of a defined free cash flow. In the case of
reinstatement of the debtor warrant agreement, 12 % interest shall be charged
on the previously deferred amounts.
Use of Loans
In order to bridge financing gaps, the majority shareholder issued another loan
offer in April 2016 of € 250,000. Furthermore, in May, a loan agreement of €
750 thousand was received from a nearby person. This amount has been fully
utilized in the financial year. This loan is included in the balance sheet "Other
financial liabilities".
Business Procurement Agreement
Within the context of a business procurement agreement concluded with Sigram Schindler Beteiligungsgesellschaft mbH, TELES AG provides various services for Sigram Schindler Beteiligungsgesellschaft mbH with its affiliated companies (TELES Patent Rights International GmbH, Berlin) as well as for the Sigram Schindler Stiftung.
On the balance sheet date, the Company reported receivables in the amount of
k€ 23 (previous year: k€ 17) against Sigram Schindler Beteiligungsgesellschaft
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mbH and its affiliated companies; the receivables were settled in the fiscal year
2017. For more information, please refer to Explanation 8.
23.2

Executive Board, Supervisory Board

Remuneration of the Executive Board:
01 January – 31 December
2015

(in k€)
Fix
Oliver Olbrich
Thomas Haydn

2016
Variable

Fix

Variable

243

30

257

0

0

0

95

0

243

30

352

0

Professor Dr.-Ing. Schindler received remuneration in the amount of k€ 43
(previous year: k€ 40), which correspond to the cash-value benefits from the
provision of a Company car.
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Stock and subscription rights of the members of the Executive Board
on 31 December 2016:
Subscription
rights

Shares

0
0

13.733.442

Professor Dr. - Ing. Sigram Schindler (directly and
indirectly)

13.733.442

Stock and subscription rights of the members of the Executive Board
on 31 December 2015:
Subscription
rights

Shares

0
0

13.733.442

Professor Dr. - Ing. Sigram Schindler (directly and
indirectly)

13.733.442

On 31 December 2016, Prof. Dr.-Ing. Sigram Schindler directly and indirectly
held unchanged 58.93 % of the shares in TELES AG: 57.41 % of the shares
were held by Sigram Schindler Beteiligungsgesellschaft mbH, 1.46 % (previous
year: 1.46%) of the shares by the Sigram Schindler Stiftung and the other 0.06
% (previous year: 0.06%) were held directly by Prof. Dr. -Ing. Sigram
Schindler.
Supervisory Board Remuneration:
The expenses of the members of the Supervisory Board in the past financial
year amounted to k€ 75.0 (previous year: k€ 75.0).
01 January – 31 December
(in k€)

2015

2016

Prof. Dr. Walter Rust

37,5

37,5

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

22,5

22,5

15

11,3

0

3,7

75

75

Prof. Dr.-Ing. Dr.-Oec. Thomas Schildhauer
Joachim Schwarzer
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Liabilities of the Company to related companies and persons:
01 January – 31 December
(in k€)

2015

2016

debtor warrant

8.297

4.275

loan SSBG

2.246

2.895

other loan

0

771

Supervisory Board Remuneration

221

128

Assignment of loan repayment claim SSBG

130

0

15

9

10.908

8.078

shareholder SSBG
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Explanation 24: Segment Reporting
Based on the basic restructuring agreed on because of the massive slump in the
Access Solutions business segment, in 2015 a distinction was no longer made
between the business units. Instead, the were only differentiated according to
continuing business segments.
The business units Carrier and Enterprise Solutions were combined as Core Solutions since 2015, whereby Core Solutions represents the only field of business
and thus the entire Company.
TELES AG sees itself as being in accordance with IFRS 8.12, according to which
two or more business segments can be combined, if this is in accordance with
the core principles, if the segments have similar economic characteristics and
are similar in various other aspects mentioned.
Information on geographical areas
The sales revenues according to the Company's sales markets are as follows:
01 January – 31 December
(in k€)

2015

Changes
2016 vs.

2016

2015

DACH

2.082

2.619

537

Europe (other countries)

2.478

2.002

-476

Middle East

1.350

1.496

147

489

394

-95

6.399

6.511

112

Other

Sales revenues are allocated according to the customer's country of origin.
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Long-term assets
The long-term assets are allocated as follows across the regions:
31.12.2015

(in k€)

31.12.2016

Germany

90

40

EMEA

11

17

101

57

The allocation of long-term assets is carried out according to with the registered
office of the respective Group Company.
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Explanation 25: Other Information
25.1

Services of the auditing Company

Further outside capital measures were implemented in April and May 2017. On
the one hand, a person who was approached granted a loan guarantee of EUR
330 thousand, which was fully utilized in April 2017. On the other hand, a
framework credit agreement of EUR 670 thousand was entered into with another close person on 24 May 2017. The unsecured loans are subject to a 10%
interest rate and are due for repayment on 31 December 2018.
There are no other special transactions after the end of the financial year.
25.2

Services of the auditing Company

In the past fiscal year, as well as in the previous year, Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft did not provide any additional services for
TELES AG in addition to the auditing activities (k€ 110).
25.3

Consolidated companies

The consolidated financial statements include the financial statement of TELES
AG and those of the following companies, which are all wholly-owned subsidiaries of TELES AG, if not otherwise stated:
Subsidiary

Location

TELES Communications Corp.

Hillsborough, USA

TELES France S.A.R.L.
TELES S.R.L.

Courbevoie, France
Milan, Italy

TELES N.G.N. Solutions Ltd.

Yokneam, Israel

TELES Communication Systems GmbH

Vienna, Austria

TELES NetSales Spain S.A.

Madrid, Spain

TCS Cloud Services GmbH

Berlin, Germany

(as of 01 January 2016 merged to the TELES AG Informationstechnologien)

TCS Cloud Service GmbH ceased its business operations in the course of 2015
and sold its IT platform in full. With retroactive effect to 1 January 2016, the
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Company shall be merged with TELES Aktiengesellschaft Informationstechnologien Berlin. The necessary entries in the Commercial Register has been announced to 20 September 2016.
25.4

Corporate Governance Code

The Executive Board and the Supervisory Board of TELES AG have submitted a
declaration of compliance with the German Corporate Governance Code (Sec.
161 AktG [German Stock Corporation Act]), which was announced on the TELES
AG website in November 2016 (www.teles.de).
25.5

Executive Board

During the past year, the following persons were on the Company's Executive
Board:
Prof. Dr.-Ing. Sigram Schindler, Co-chairman of the Executive Board;
Oliver Olbrich, Co-chairman of the Executive Board;
Thomas Haydn, chairman (since 1 July 2016).
The members of the Executive Board assumed the following Group-internal Supervisory Board mandates or mandates on comparable supervisory committees:
Prof. Dr.-Ing. Sigram Schindler
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25.6

Supervisory Board

During the past year, the following persons were on the Company's Supervisory
Board:
Professor Walter Rust, lawyer and notary, Berlin
(Chairman of the Supervisory Board);
Prof. Dr. h.c. Radu Popescu-Zeletin, University Professor, Berlin
(Deputy Chairman of the Supervisory Board);
Prof. Dr.-Ing. Dr.-Oec. Thomas Schildhauer, University Professor, Berlin (till
30 September 2016)
Joachim Schwarzer, Economics graduate, Berlin (since 27 October 2016).
The following members of the Supervisory Board assumed Supervisory Board
mandates or mandates on comparable supervisory committees:
Prof. Dr. Walter Rust,
Chairman of the Supervisory Board of SHF Communication Technologies AG,
Berlin
Chairman of the Supervisory Board of Fiagon AG, Hennigsdorf
Member of the Supervisory Council 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 Administrative Council of Open Limit Holding AG
Prof. Dr. Dr. Thomas Schildhauer, (till 30 September 2016)
Member of the Supervisory Board of StoneOne AG, Berlin
Member of the Supervisory Board of bluechip Computer AG, Meuselwitz.
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Berlin, 31 May 2017
TELES Aktiengesellschaft Information Technologies
Board of Directors

Prof. Dr.-Ing. Sigram Schindler

Oliver Olbrich

Thomas Haydn
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List of Abbreviations
AG
AktG
APAC
DRS
DRSC
EITF
EMEA
ESOP
EStG
FIFO
GmbH
HGB
IAS
IASB
IFRS
k€
kUSD
LATAM
Ltd
NORAM
SIC
SPSS
SSBG
USGAAP
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Aktiengesellschaft - Stock Corporation
Aktiengesetz - German Stock Corporation Act
Asia-Pacific
Deutscher Rechnungslegungsstandard - German Accounting Standard
Deutsche Rechnungslegungsstandards Committee - German Accounting Standards Committee
Emerging Issues Task Force
Europe, Middle East, Africa
Employee´s Share Option Programme
Einkommensteuergesetz - Income Tax Act
First-in, First-out
Gesellschaft mit beschränkter Haftung - Limited liability
Company
Handelsgesetzbuch - German Commercial Code
International Accounting Standards
International Accounting Standards Board
International Financial Reporting Standard
Thousands of euros
Thousands of US dollars
Latin America
Limited
North America
Standing Interpretations Committee
Sales & Post Sales Services
Sigram Schindler Beteiligungsgesellschaft mbH, Berlin
United States Generally Accepted Accounting Principles
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Responsibility Statement
To the best of our knowledge, and in accordance with the applicable reporting
principles for financial reporting, the consolidated financial statements give a
true and fair view of the assets, liabilities, financial position and profit or loss of
the Group, and the management report of the Group includes a fair review of
the development and performance of the business and the position of the
Group, together with a description of the principal opportunities and risks
associated with the expected development of the Group.
Berlin, May 31, 2017
Management Board of
TELES Aktiengesellschaft Informationstechnologien

© TELES AG Informationstechnologien

Page 100 of 102

Translation – the German version is authoritative

Audit opinion
We have audited the consolidated financial statements prepared by TELES
Aktiengesellschaft Informationstechnologien, Berlin – comprising the balance sheet,
the income statement, the statement of comprehensive income, the statement of
changes in equity, the cash flow statement and the notes to the consolidated
financial statements – together with the combined management report for the fiscal
year from 1 January to 31 December 2016. The preparation of the consolidated
financial statements and the combined management report in accordance with IFRSs
as adopted by the EU and the additional requirements of German commercial law
pursuant to Sec. 315a (1) HGB [“Handelsgesetzbuch”: German Commercial Code] is
the responsibility of the Company’s management. Our responsibility is to express an
opinion on the consolidated financial statements and the combined management
report based on our audit.
We conducted our audit of the consolidated financial statements in accordance with
Sec. 317 HGB and German generally accepted standards for the audit of financial
statements promulgated by the Institut der Wirtschaftsprüfer [Institute of Public
Auditors in Germany] (IDW). Those standards require that we plan and perform the
audit such that misstatements materially affecting the presentation of the net assets,
financial position and results of operations in the consolidated financial statements in
accordance with the applicable financial reporting framework and in the combined
management report are detected with reasonable assurance. Knowledge of the
business activities and the economic and legal environment of the Group and
expectations as to possible misstatements are taken into account in the
determination of audit procedures. The effectiveness of the accounting-related
internal control system and the evidence supporting the disclosures in the
consolidated financial statements and the combined management report are
examined primarily on a test basis within the framework of the audit. The audit
includes assessing the annual financial statements of those entities included in
consolidation, the determination of entities to be included in consolidation, the
accounting and consolidation principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated
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financial statements and the combined management report. We believe that our
audit provides a reasonable basis for our opinion.
Our audit has not led to any reservations.
In our opinion, based on the findings of our audit, the consolidated financial
statements comply with IFRSs as adopted by the EU and the additional requirements
of German commercial law pursuant to Sec. 315a (1) HGB and give a true and fair
view of the net assets, financial position and results of operations of the Group in
accordance with these requirements. The combined management report of the
Company and the Group is consistent with the consolidated financial statements and
as a whole provides a suitable view of the Group’s position and suitably presents the
opportunities and risks of future development.
Without qualifying this opinion, we draw attention to the management board’s
comments in the section entitled “Financing/going concern” in the combined
management report. This section states that the Company received a loan
commitment of EUR 1.0m to maintain the Company’s solvency. The Company’s
ability to continue as a going concern depends on it achieving its planned revenue
targets and on the outstanding funds from the loan commitment of EUR 0.7m being
sufficient or will be increased if necessary.

Berlin, 31 May 2017
Ernst & Young GmbH
Wirtschaftsprüfungsgesellschaft
Schepers
Wirtschaftsprüfer
[German Public Auditor]

© TELES AG Informationstechnologien
27.01.2017

Klemm
Wirtschaftsprüfer
[German Public Auditor]
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