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DATA AND FACTS

Key Indicators of the Drillisch Group m 2012

Revenue in €m

Revenue, adjusted, in €m*

Service Revenues in €m

Service Revenues, adjusted in €m*

Other Revenues in €m**

Gross Profit in €m

Gross profit in % of revenue

EBITDA in €m
EBIT in €m
EBT in €m

Consolidated profits in €m

Profit/loss per share in €

EBITDA margin in % of revenue

EBIT margin in % of revenue

EBT margin in % of revenue

Consolidated profit margin in % of revenue

Equity in €m

Balance Sheet total in €m

Equity ratio
(equity as % of balance sheet total)

Return on equity (ROE)
(ratio consolidated result to equity in %)

Cash in €m

Convertible Bond

Financial Liabilities in €m

Cash flow from current business operations
in €m

Depreciation excluding goodwill in €m

Payments for investments (in tangible and
intangible assets) in €m

Staff as annual average
(incl. Management Board)

Wireless services customers (in thousands)®

thereof MVNO subscribers
thereof budget subscribers®

thereof volume subscribers®

AGPPU® budget subscribers
AGPPU® volume subscribers
AGPPU® subscribers (total)

(1) -
(2) -
(3)-
@) -

thereof 123,000 prepaid subscribers and 72,000 postpaid service provider subscribers per 31/12/2013

Rate plans with included volume (voice, text messages, data)
Rate plans with billing based on usage “Pay as you go”
AGPPU = average gross profit per user

290.5
298.3

277.2
285.1

13.2

119.0
41.0%

70.8
61.2
178.0

155.8
3.24

24.4%
21.1%
61.3%
53.6%

217.6
352.3

61.8%

129.6%

187.0
86.2
0.0

57.0
9.6

19.9

358

1,900
1,705
856
848

9.40 €
3.81€
6.23 €

323.7
313.9

301.8
292.1
21.9

108.9
33.6%

61.9
55.5
20.8

23.5
0.46

19.1%
17.1%
6.4%
7.2%

120.2
522.6

23.0%

14.2%

77.3
118.7
213.6

27.7
6.4

23.0

342

1,910
1,470
505
965

9.98 €
4.17 €
5.67 €

72.6
74.8

70.0
72.2
2.6

31.9
44.0%

18.7
16.3
16.5

8.7
0.18

25.7%
22.5%
22.7%
12.0%

217.6
352.3

61.8%

7.2%

187.0
86.2
0.0

25.9
2.4

0.8

358

1,900
1,705
856
848

9.33€
3.58 €
6.38 €

*Revenue and service revenues adjusted for the sale of prepaid subscribers and changes in forwarding charges
**QOther revenues include sales of devices and other revenues

70.9
72.9

68.2

70.2
2ot/

31.0
43.8%

18.0
15.6
12.7

7.8
0.16

25.4%
22.1%
17.8%
11.0%

196.1
236.5

82.9%

6.5%

52.7
0.0
0.0

18.0
2.4

9.9

357

1,855
1,648
733
915

9.90 €
3.74 €
6.40 €
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72.3
74.2

69.1
71.1
3.2

29.6
40.9%

17.9
15.5
22.0

17.6
0.37

24.8%
21.4%
30.4%
24.3%

184.6
319.6

57.8%

14.6%

43.6
15.6
70.6

18.9
2.4

0.8

356

1,823
1,593
657
936

9.72 €
3.77 €
6.16 €

74.7
76.4

69.9

71.6
4.8

26.6
35.5%

16.2
13.7
126.9

121.8
2.53

21.7%
18.4%
169.8%
162.9%

236.0
533.6

44.2%

101.3%

89.4
119.4
125.8

-5.9
2.4

8.3

350

1,851
1,531
580
951

9.35€
3.76 €
5.80 €
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TO OUR SHAREHOLDERS

Letter from the Management Board

Management Board Vlasios Choulidis Paschalis Choulidis
Director of Sales, Marketing and Executive-Board Spokesman, Director of Finances,
Customer Care Financial Communication, Controlling and IT

Dear Shareholders,

2013 was the most successful year in our Company’s history. We continued our dy-
namic growth and were able to build seamlessly on the positive developments of
previous years. Results exceeded the targets we had set for ourselves, and all of
the major performance indicators rose in comparison with the previous year once
again. Our operations in a market environment which as a whole is characterised by
increasing competitive pressures are highly successful. Thanks to the positive course
of business and the good cash position at Drillisch AG, we and the Supervisory Board
are in agreement with a proposed dividend of €1.60 per share, an increase by 23% in
comparison with the previous year's figure of €1.30 per share.

We still do not wish to comment on the large-scale merger on the German wireless
services market of Telefénica Deutschland and E-Plus planned for the near future.
Although the issue of which government authority will conclusively examine the
proposed merger and decide about its fate has now been clarified, there is still no
concrete or binding information about the final results. We will presumably know
more in May 2014.

The products offered by Drillisch provide comprehensive and transparent rate con-
cepts for low, normal and heavy users and are directed at the full range of the Ger-
man wireless services market. We are the price leader, and our established brands
on the market for wireless services have secured a strong competitive position — for
both voice communications and in the sector of mobile data. Along with outstanding
value for money, we offer quality of service which is regularly audited by impartial
external authorities; the results are used to assure the continuing improvement of
our products and processes.

For example, certification according to the strict standard DIN EN I1SO 9001:2008 —
awarded for the first time in 2010 — was renewed in September 2013. Customer ser-
vice and back-office performance were in complete conformity with the high stan-
dards of the audit.
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TO OUR SHAREHOLDERS

Letter from the Management Board

Another aspect important for us is the stability of both the security of our services
and the trust placed in us by our customers. We have worked hard over the years
to earn this trust and prove that we deserve it. The awarding of the quality seal
“s@fer-shopping” by TUV Sud in February 2014 is not a fleeting snapshot. Drillisch
Group and all of the tested brands gave a convincing performance during this com-
prehensive certification process comprising more than 100 specific criteria and a look
at the online webshops from the customer perspective, above all with respect to data
and system security. The high standards of our quality management and security du-
ring the ordering process in our online shops are very important to us, which is why
we will continue to submit to these thorough audits in the future.

We concentrate on the wireless services market in Germany and on low-cost and
transparent products in this county, especially in the sector of budget rates. Our
plans range from various packages of minutes, text messages and data volume to so-
called full flat-rate plans. The opportunity to utilise the internet from mobile devices
is included in all of our rate plans without the risk of exorbitant costs. We believe
that simple and low-cost utilisation of the mobile internet will continue to be the
growth driver in our industry for years to come.

This statement is backed up by a number of recent studies and analyses. Estimates
from VATM (October 2013), for example, show that the total data volume in wireless
networks rose by one-fifth from 140.6 million gigabytes in 2012 to 170.1 gigabytes in
2013. The average data volume per (postpaid) user apparently increased to 261 MB a
month (2012: 227 MB). (Dialog Consult/VATM Analyses and Forecasts, October 2013)

According to another study (source: Activities Report from the German Federal Net-
work Agency, December 2013), the share of users accessing the internet via a mobile
device in Germany increased by 13 percentage points to 40% during the same peri-
od. Data transmission on wireless networks in Germany will rise in total by more than
28% to over 200 million GB in 2013. The Federal Network Agency expects a further
increase in 2014. The study shows that the proportion of mobile surfers in Germany
increased by nine percentage points to 43% of the respondents. But in comparison
with growth in the EU 27 countries (+14 percentage points to 49% of the respon-
dents), development of data business in Germany is apparently still lagging.

We recognised these trends at an early stage and have aligned our strategy as well
as our products with this development, pursuing a determined course of evolvement.
Our success corroborates this decision. Our figures speak for themselves.

Operating on this highly competitive wireless services market, we have continued to
concentrate on our MVNO business. During the past fiscal year 2013, we exploited
our innovative products to solidify our position, which was already excellent, and
grew even more in terms of quality and profitability.

During fiscal year 2013, Drillisch AG was able to increase the MVNO subscriber
base by 16% (235,000 subscribers) to 1.705 million subscribers (2012: 1.470 mil-
lion subscribers). Growth was especially strong in the sector of the higher-value
budget subscribers, which increased by 351,000 (69.5%) to 856,000 subscribers
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TO OUR SHAREHOLDERS

Letter from the Management Board

(2012: 505,000 subscribers), leading to a qualitative improvement in the customer
mix and a substantial improvement in profitability. Average gross profit per user
(AGPPU) for all MVNO subscribers increased by 9.9% to €6.23 a month (2012: €5.67)
in the past year. The AGPPU for budget subscribers reached a mark of €9.40. As a con-
sequence, the EBITDA target, which had been raised during the year to €70 million,
was not only reached, but exceeded slightly (€70.8 million). We are full of confidence
as we head into 2014 and have budgeted a further increase in the EBITDA to bet-
ween €82 million and €85 million.

Moreover, the proportion of higher-value postpaid subscribers in the total customer
base of 1.90 million (2012: 1.91 million) increased by another five percentage points
during the year and has now reached the level of 94% (2012: 89%).

During the past fiscal year, the 358 (2012: 345) associates at Drillisch AG achieved
turnover of €290.5 million (2012: €323.7m). Service revenues (resulting primarily
from billing on the basis of existing customer relationships), adjusted for the prepaid
subscribers sold in the previous year and the reduction in the forwarding charges in
December 2012, declined by 2.4% to €285.1 million (2012: €292.1 million). In compa-
rison with the overall market, this decline is moderate.

Gross profit came to €119.0 million at the end of the year, an improvement over the
previous year (2012: €108.9 million) of 9.4% (€10.2 million). The gross profit mar-
gin rose by 7.4 percentage points to 41.0% (2012: 33.6%) and exceeded the mark
of 40% for the first time in Company history. The EBITDA posted a rise of 14.4%
(€8.9 million) to €70.8 million (2012: €61.9m), corresponding to a 5.3 percentage
points increase in the EBITDA margin to 24.4% (2012: 19.1%). Consolidated results
rose by €564.2% (€132.3 million) to €155.8 million (2012: € 23.5m) and the profit per
share came to €3.24 (2012: €0.46).

As described in detail in the 9-month report, we repaid in full the debenture bond
issued in April 2012 on the basis of the freenet AG ordinary shares in the past year
after more than 85% of the creditors exercised their exchange option in Q2. We
sold the 500,000 shares of freenet stock still remaining per 30 September 2013 in
December 2013, and as of the end of the year, we no longer held any shares of stock
in freenet.

In December 2013, we successfully placed a convertible bond with a volume of €100
million on the capital market to ensure our flexibility and independence in the fu-
ture; it will also enable us to continue to play a proactive role in directing the fu-
ture development of the market. Our issue — in an environment in which the rating
agencies have reclassified many governments as “Watch” and SMB bonds are sub-
ject to higher risk surcharges — was oversubscribed several times, and we were able
to obtain outstanding conditions, including a coupon of only 0.75%, a conversion
premium of 22.5% and a term of five years, and secure these conditions long-term.
Thanks to the revenue from this issue, the steady cash contribution from our strong
operations and the inflow of funds from the sale of the last freenet stock, we had
cash inventory of €187.0 million at the end of the year. We would like to mention in
particular the operative cash flow, which increased significantly by 105.5% in fiscal
year 2013 to €57.0 million (2012: €27.7 million).
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TO OUR SHAREHOLDERS

Letter from the Management Board

Our corporate policy is based on the objective of sustained development because
we want to offer to our shareholders an attractive and uninterrupted return on
their investment. As has already been stated, we will join our Supervisory Board in
proposing a dividend of €1.60 per share for the past fiscal year 2013 to the Annual
General Meeting, the fifth increase in succession. We have budgeted a dividend of at
least this amount for 2014 and 2015 and will strive to increase our MVNO subscriber
base even further. We expect a continuation of the positive development in earnings
in business operations, including an EBITDA of about €82 million to €85 million in
fiscal year 2014 and of between €95 million and €100 million in fiscal year 2015.

In conclusion, we would like to take this opportunity to express our sincere thanks.
We are indebted to our associates for their commitment and their performance.
Dependable collaboration in a spirit of trust with our staff is very important for com-
mercial success. But we are also grateful to our shareholders, customers and business
partners for the trust they have placed in us.

Best regards from Maintal.

et AL

Vlasios Choulidis and Paschalis Choulidis
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TO OUR SHAREHOLDERS

Report of the Supervisory Board

Dear Sir or Madam

During the reporting period 2013, the Drillisch AG Supervisory
Board diligently performed the duties required of its members by
law, company charter and rules of procedure. It carefully reviewed
and monitored the management activities of the Management
Board and acted as an advisory body to provide support in the ma-
nagement of the Company. The yardstick for the monitoring func-
tion included in particular the legality, correctness, expediency and
economic efficiency of the Management Board’s management as
well as the performance effectiveness of the risk management and
the corporate organisation. Moreover, the Supervisory Board clo- 52‘1'5?53",;;3&?5".;&??LT‘"’"
sely examined the situation and development of the Company and orilisch Ac.

Group as well as the business transactions during fiscal year 2013.

The Management Board immediately involved the Supervisory Board in any and all
decisions which were of fundamental significance for Drillisch AG or Drillisch Group.

Marc Brucherseifer

The Supervisory Board'’s activities were based on the reports submitted regularly, both
orally and in writing, by the Management Board regarding corporate planning, the
development of business and the business and financial position, the strategic evol-
vement and corporate planning as well as the risk situation, risk management and
profitability of Drillisch Group. The Management Board addressed any deviations in
the course of business from existing plans and targets and explained the causes of the
deviations. The Supervisory Board regularly obtained written and oral information
from the Management Board, in particular monthly reports and special information
bulletins, about ongoing business development and important business incidents du-
ring the periods between Supervisory Board meetings as well. The full membership
of the Supervisory Board examined and discussed in detail business incidents, espe-
cially those of major significance for the Company, on the basis of the Management
Board'’s reports; this was explicitly the case for measures subject to the consent of the
Supervisory Board and for transactions which strongly affected profitability and liqui-
dity. The Supervisory Board carefully examined the submitted reports for plausibility
and, as necessary, discussed them in detail with the Management Board. In addition,
the Supervisory Board requested supplementary information from the Management
Board. In particular, the Management Board attended Supervisory Board meetings
for the purpose of discussing and answering all questions posed by the Supervisory
Board. The Supervisory Board chairperson was in regular contact with the Manage-
ment Board outside of Supervisory Board meetings as well and obtained information
about the current business position and major business incidents, which he discussed
in detail with the Management Board. The Supervisory Board chairperson and the
Management Board also discussed regularly strategic issues and risk management is-
sues, the risk position, planning and compliance. The Supervisory Board did not exer-
cise its audit right pursuant to Section 111 (2) AktG [German Company Law] because
the reporting by the Management Board rendered this action unnecessary.
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TO OUR SHAREHOLDERS

Report of the Supervisory Board

Supervisory Board activities, meetings

Strategic issues were a major focus of the Supervisory Board’s activities during the
reporting period. Besides the thorough discussion of market developments and the
positioning of Drillisch Group, special focus was on the middle- and long-term plan-
ning of the Management Board. The Supervisory Board examined closely potential
future projects and the Management Board project Mobile Ventures (venture capital
company with a focus on investments in the wireless services sector) and approved
a budget for these activities. Moreover, the Supervisory Board deliberated in detail
regarding the continued holding of the freenet AG stock.

Based on the discussions revolving around strategy, another major focal point for the
activities of the Supervisory Board during the reporting period was related to the fi-
nancing of the Company. Particular treatment was given to the necessity and the op-
portunities for the acquisition of loans. And in consequence of these discussions, the
required consent was given (change of the Collar | and Il structures followed by rever-
sal of Collar | and Il prematurely). Furthermore, the Supervisory Board gave its consent
to the repurchase of as much as 50% of the exchangeable bond on freenet stock and
the exercise of the authorisation for the issue of a convertible bond, at the same time
setting the terms and conditions for the issue. Among other points, the current status
of the deliveries related to the exchangeable bond on freenet shares was discussed.

In addition, the Supervisory Board obtained regular information regarding commercial
development and the position of the Company and Group, especially the development
of revenues and profit, the changes in subscriber numbers, the gross profit indicators,
the AGPPU (average gross profit per user) and the cash situation and development and
discussed these issues with the Management Board. In particular, the Supervisory Board ex-
amined the separate financial statements in detail for every quarter. Moreover, the Super-
visory Board enquired about the status of the tax audit covering the years 2007 to 2010.

The Supervisory Board considered the sale of the receivables due from VS-GmbH, the
conclusion of a D&O excess of loss agreement and the conclusion of a lease for of-
fice space with a company owned by the Management Board members and Mr Marc
Brucherseifer and, following detailed discussion, adopted a resolution to take these
steps. Consent was also given to the granting of full power of commercial represen-
tation (Prokura) to the chief financial officer. The Supervisory Board also learned ab-
out the current developments in legal decisions and the development of the German
Corporate Governance Codex.

Supervisory Board activities focused as well on the reporting from the committees, in
particular from the Audit Committee and the Personnel Committee, and the moni-
toring of the risk management, the risk analysis and documentation of the risk con-
trol system. The full Supervisory Board also talked about issues related to the SEPA
transition. The Supervisory Board, in consultation with the Personnel Committee,
deliberated extensively on the manager situation.

Moreover, the Supervisory Board examined the accounting for fiscal year 2013, the
audit of the annual accounts, the preparation for the Annual General Meeting, the
declaration regarding corporate management, the proposal for the appropriation of
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TO OUR SHAREHOLDERS

Report of the Supervisory Board

profits to be submitted to the Annual General Meeting and the goals for the com-
position of the Supervisory Board. Furthermore, the Supervisory Board adopted re-
solutions during its constituting meeting on 16 May 2013 determining the chair and
deputy chair of the Supervisory Board and the membership in its committees.

There were a total of twelve meetings of the full Supervisory Board in the reporting
period 2013, six of them physical meetings (21 March 2013, 8 May 2013, 16 May 2013,
8 August 2013, 18 September 2013 and 14 November 2013) and six telephone con-
ferences (4 February 2013, 15 March 2013, 3 December 2013, 4 December 2013) and
two conferences on 5 December 2013. In addition, three resolutions were adopted
outside of Supervisory Board meetings during the reporting period 2013 (on 5 Fe-
bruary 2013, 18 March 2013 and 24 June 2013).

The Supervisory Board’s work is supported by three committees: the Audit Commit-
tee, the Personnel Committee and the Nominating Committee.

The Supervisory Board Personnel Committee, whose members are Mr Marc Brucher-
seifer (committee chair), Dr Horst Lennertz and Dr Susanne Ruckert (from 31 January
2013), met only once in fiscal year 2013 (on 17 September 2013). The focus of its
discussions was on the manager situation and the planning of succession. The Per-
sonnel Committee urged in particular the implementation of chief officer positions,
initially a chief financial officer. In other respects, the responsibilities of the Person-
nel Committee were carried out by the full Supervisory Board.

The Supervisory Board Audit Committee, whose members are Mr Johann Weindl
(committee chair), Dr Bernd H Schmidt, Mr Marc Brucherseifer (until 16 May 2013),
Dr Horst Lennertz (until 16 May 2013) and Mr Frank Rothauge (from 16 May 2013)
convened for a total of two meetings during the reporting period (on 24 January
2013 and 14 November 2013). The Audit Committee was especially concerned with
the monitoring of the accounting process, the effectiveness of the internal control-
ling system and risk management and with issues related to internal audit and the
final audit. Deliberations concerned the focal points of the audits and, in addition,
questions about IT security and the compliance structure.

The Nominating Committee, to which all Supervisory Board members belong (chair:
Mr Marc Brucherseifer) met once during the reporting period, on 21 March 2013.
The Nominating Committee was concerned in particular with filling the Supervisory
Board position left vacant by the departure of Mr Michael Muller-Berg and, in gene-
ral, with the nomination of candidates for the Supervisory Board election during the
ordinary Annual General Meeting 2013. Since all of the Supervisory Board members
belong to the Nominating Committee, these topics were also the subject of discus-
sion during some of the full Supervisory Board meetings.

Personnel changes on the Management Board and Supervisory Board
There were no personnel changes on the Management Board during the fiscal year.

The Annual General Meeting on 16 May 2013 adopted a resolution electing Mr
Frank Rothauge as a new member of the Supervisory Board. He is the successor to
Mr Michael Muller-Berg, who resigned his Supervisory Board position effective per
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Report of the Supervisory Board

30 September 2012. The previous Supervisory Board members Mr Marc Brucherseifer,
Mr Johann Weindl, Dr Horst Lennertz, Dr Bernd H Schmidt and Dr Susanne Ruckert
were re-elected to the Supervisory Board by the Annual General Meeting on 16 May
2013. The term of office for these Supervisory Board members expires upon the con-
clusion of the Annual General Meeting which adopts a resolution for their discharge
for fiscal year 2017. The Supervisory Board was chaired again in the reporting period
2013 by Mr Marc Brucherseifer; deputy chair of the Supervisory Board until 16 May
2013 was Johann Weindl and Dr Susanne Ruckert from 16 May 2013.

Annual accounts and consolidated annual accounts

The annual accounts and the consolidated annual accounts per 31 December 2013, the
management reports for the stock corporation and Group for fiscal year 2013 (each in-
cluding the explanatory report on the disclosures pursuant to Section 289 (4) and Section
315 (4) HGB [German Commercial Code]) prepared in good time by the Management
Board and the accounting and risk management system were audited by BDO AG Wirt-
schaftsprifungsgesellschaft, the accounting firm appointed by the Annual General Mee-
ting for this task, and an unqualified auditor’s opinion was issued to the documents.

Regarding the system for the early detection of threats, the auditor determined that
the Management Board had implemented the measures required pursuant to Sec-
tion 91 (2) AktG, in particular with respect to the setup of a monitoring system, in an
appropriate manner and that the monitoring system was suitable to detect in good
time developments which could jeopardise the continued existence of the Company.

The separate and consolidated annual accounts, the management report and the conso-
lidated management report and the related audit reports from the auditor were submit-
ted to all of the Supervisory Board members. Focal points of the audit designated upon
the engagement of the auditor included in particular impairment tests for investments /
goodwill / brands, the sale of the freenet AG stock and repayment of the exchangeable
bond, the audit of the revenue process (internal controlling) with a focus on the new All-in
rates and the forecasts contained in the management report. The audit documents were
examined and discussed during a meeting of the Audit Committee on 7 March 2014 in the
presence of the auditor. During these meetings, the auditor reported on the major results
of the audits and explained them in detail. The auditor also answered questions from the
Board. The subject of these discussions included especially the audit planning and the
major points of the audit as well as the accounting process, the internal controlling system
and the risk management system. Following its own audit, the Supervisory Board agreed
with the audit results concluded by the auditor and, after considering the final results of
its own audit, which were prepared by the Supervisory Board Audit Committee, does not
raise any objections. In a resolution adopted during its meeting on 20 March 2014, the
Supervisory Board approved the annual accounts and consolidated annual accounts 2013.
The annual accounts have thus been adopted pursuant to Section 172 AktG.

During the Supervisory Board meeting on 20 March 2014, Management Board and Super-
visory Board adopted a joint resolution proposing to the Annual General Meeting the
disbursement of a dividend in the amount of €1.60 per share. The Company’s position,
specifically its financing and capital structure, was discussed and reviewed at that time.
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Report of the Supervisory Board

Corporate governance

None of the Supervisory Board members participated in fewer than half of the Super-
visory Board meetings during the reporting period. Only one member failed to take
part in one of the total of twelve Supervisory Board meetings (Mr Johann Weindl was
excused from participation in the telephone conference on 15 March 2013). All of
the committee members participated in all of their committee meetings.

The Supervisory Board regularly reviewed critically the efficiency of its work, namely,
the availability of the Supervisory Board members, the frequency of its meetings and
the preparation and conduct of the meetings. The Supervisory Board concluded that
its performance is efficient.

In view of possible conflicts of interest and dealing with them within the sense of Clau-
se 5.5.3 of the Corporate Governance Codex as last revised on 13 May 2013, the Super-
visory Board chair, Mr Marc Brucherseifer, abstained from the discussion and adoption
of a resolution regarding the conclusion of a lease with a company whose shares are
held by Mr Brucherseifer and the Management Board members during the meeting on
18 September 2013. No other conflicts of interest arose during the reporting period.

Management Board and Supervisory Board report on corporate governance pursu-
ant to Clause 3.10 of the German Corporate Governance Codex within the context
of the Declaration on Corporate Management. Management Board and Supervisory
Board most recently submitted a joint Declaration of Conformity pursuant to Section
161 AktG on 21 March 2013 of the reporting period, showing that the Company is in
compliance with most of the recommendations of German Corporate Governance. The
declarations and related explanatory comments are permanently available to the share-
holders on the Company’s internet site. In all other respects, reference is made here to
the remarks in the corporate governance report included in the Annual Report 2013.

The Supervisory Board wishes to express its thanks to the members of the Management
Board and to all of the Company associates for their successful work in and commit-
ment to Drillisch Group in the past fiscal year as in the years before. Our special thanks
go to our customers and shareholders for the trust they have placed in the Company.

Maintal, 20 March 2014

On behalf of the Supervisory Board

ol b Ve L] )

Marc Brucherseifer, Dipl.-Kfm.

Chairperson of the Supervisory Board
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TO OUR SHAREHOLDERS

Statement on Corporate Management/
Corporate Governance Report

The term “corporate governance” refers to responsible, effective corporate manage-
ment aimed at securing long-term added value. Efficient cooperation between ma-
nagement and supervisory boards, respect for shareholders” interests, openness and
transparency of corporate communications are major aspects of good corporate go-
vernance, which has always enjoyed a position of high priority at Drillisch and is a
major factor for a company's success.

In the following declaration, the Management Board - simultaneously on behalf of
the Supervisory Board — reports on the corporate governance of the Company in ac-
cordance with Clause 3.10 of the German Corporate Governance Codex as well as in
accordance with Section 289a HGB [German Commercial Code] regarding corporate
management.

Declaration of Conformity Pursuant to Section 161 AktG [Germany Company Law]

The most recent Declaration of Conformity issued by the Management Board and
Supervisory Board on 20 March 2014, which has been made permanently accessible
on the internet at the site www.drillisch.de (to be found there under the section
“Corporate Governance”, subsection “Declaration of Conformity"”), reads as follows:

Drillisch Aktiengesellschaft
Declaration of the Management Board and Supervisory Board of Drillisch AG
Regarding the Recommendations of the
"Government Commission German Corporate Governance Codex”
Pursuant to Section 161 AktG

Management Board and Supervisory Board of Drillisch AG hereby declare that the
Company has been, and continues to be, in conformity with the recommendations of
the “Government Commission German Corporate Governance Codex” announced by
the Federal Ministry of Justice in the official section of the Federal Gazette, subject
to the following exceptions. This Declaration is issued in accordance with the version
of the Codex of 15 May 2012 for the period from 21 March 2013 to 9 June 2013. This
Declaration is issued in accordance with the version of the Codex of 13 May 2013 for
the period since 10 June 2013.

Clause 3.8 (2) and (3) Agreement of an excess for Supervisory Board members in a
D&O insurance policy for the Supervisory Board.

The Company has concluded a liability insurance policy covering pecuniary loss along
with an excess of loss agreement for the Supervisory Board which at this time does
not include an excess. In the opinion of the Management Board and Supervisory
Board at Drillisch AG, there is a risk that the agreement of an excess for negligent ac-
tions and the related liability risks would counteract the efforts of Drillisch AG to ob-
tain the services of highly qualified persons to serve on the Supervisory Board. This is
the reason for the basic decision not to agree to an excess. The Company will review
the issue of an excess for Supervisory Board members in the event that additional
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insurance policies are concluded on their behalf. At this time, there is no legal obli-
gation to provide for an excess in a D&O insurance policy for the Supervisory Board.

Clause 4.2.2 (2) third sentence (revised) Consideration of the ratio of the manage-
ment board compensation to the compensation paid
to associates in terms of the total compensation paid
to individual management board members

The current service contracts with the Management Board members were concluded
before the above recommendation entered into effect; however, the Supervisory
Board annually makes a new decision regarding the merit-based bonuses for the
Management Board members on the basis of individually defined annual targets. In
making this decision, the Supervisory Board took the compensation structure within
the Company into account. However, no concrete comparison was made between
the compensation of the top management personnel and the associates as a whole,
including the development of compensation over time, when the current merit-ba-
sed bonuses were determined. As a precaution, we are therefore declaring an excep-
tion to this recommendation.

Clause 4.2.3 (3) (revised) Determination of a pension level target
when making pension commitments, giving due con-
sideration of the annual and long-term expenses for
the Company

The current service contracts with the Management Board members, including the
agreements regarding company pensions, were concluded before the entry into ef-
fect of the above recommendation; the Supervisory Board has not issued any pension
commitments during the period the above recommendation has been in force. It
cannot be determined from the Codex whether this recommendation requires the
Supervisory Board to make any determinations when no decisions regarding pensi-
ons have been made. As a precaution, we are therefore declaring an exception to
this recommendation. The pension benefits for the Management Board members
are oriented to contributions. Defined components of the salary are contributed to a
pension fund as deferred compensation. There has been no definition of a concrete
pension level target. Nevertheless, the Supervisory Board can obtain a sufficiently
precise picture of the annual and long-term expenses for the Company on the basis
of the contractual provisions.

Clause 5.4.6 (1) second sentence (formerly Clause 5.4.6 (1) third sentence) Consideration
of the membership on committees in determining the
compensation paid to Supervisory Board members.

In accordance with Section 14 of the Drillisch AG Company Charter, an attendance fee
is paid to Supervisory Board members for their activities on committees; the amount
of the fee is dependent on the function of the specific member on the relevant com-
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mittee. Management and Supervisory Boards at Drillisch AG are of the opinion that
this compensation system gives due regard to the chairmanship of and membership
on the committees within the sense of the Codex. The special compensation for at-
tendance at committee meetings simultaneously takes the committee membership
into account. But since the possibility that other opinions will be held in this respect
cannot be excluded, a deviation from the aforementioned recommendation of the
Codex is hereby declared as a precautionary measure.

Maintal, 20 March 2014

On behalf of the Supervisory Board The Management Board
Marc Brucherseifer, Dipl.-Kfm. Paschalis Choulidis  Vlasios Choulidis

Targets for the Composition of the Supervisory Board

In accordance with Clause 5.4.1 of the German Corporate Governance Codex, the
Drillisch AG Supervisory Board defined the following targets for its composition, and
these targets were given due consideration during the election of the complete Su-
pervisory Board by the Annual General Meeting 2013:

®» The Supervisory Board should include at least two industry representatives from
the sectors telecommunications, media and/or IT.

®» The Supervisory Board should have at least one member with international expe-
rience (e.g. in the sector financial engineering, telecommunications, M&A).

®» No more than two former members of the Management Board should belong
to the Supervisory Board. Furthermore, the Supervisory Board members should
reveal immediately to the Supervisory Board any conflicts of interest which have
currently arisen and, in the event of a permanent conflict of interest, resign their
position on the Supervisory Board.

®» The Supervisory Board should have at least two members who do not have a
personal or commercial relationship to the Company, its officers and directors, a
controlling shareholder or a company affiliated with the latter which can lead to
a major conflict of interest which is not only temporary.

®» Supervisory Board members should withdraw from the Supervisory Board upon
conclusion of the Annual General Meeting following their 75th birthday.

» At least one member of the Supervisory Board should be a woman.

The Supervisory Board’s nominations of candidates for election to the Supervisory
Board will continue to be oriented to the welfare of the Company, while taking these
goals into account.
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Working Methods of Management Board and Supervisory Board

The corporate management is based on close, constructive cooperation in a spirit of
trust between Management and Supervisory Boards as well as an intensive and cons-
tant flow of information - this is in line with the common understanding of good
corporate governance held by Management and Supervisory Boards at Drillisch.

The Management Board currently has two members; the membership on the Ma-
nagement Board at this time is shown in the consolidated notes (page 105, point 35
of the Annual Report 2013). They manage the Company on their own responsibility
and define, in consultation with the Supervisory Board, the strategic direction of
Drillisch Group. The distribution of authority on the Management Board is regula-
ted in rules of procedure. Fundamentally, each member of the Management Board
manages the business units of the Company assigned to him by the rules of proce-
dure on his sole authority. Measures of special significance or which involve unusual
risks always require the prior agreement of the entire Management Board. The rules
of procedure contain in addition a catalogue of the major transactions and events
which require approval by the Supervisory Board. The Management Board regularly
and contemporaneously notifies the Supervisory Board in written and oral form ab-
out the course of business, the position and profitability of the Group, the planned
business policies and other fundamental issues of corporate planning as well as ab-
out transactions which may be of major significance for the profitability or liquidity
of the Group. Moreover, the Management Board reports to the chairperson of the
Supervisory Board as required by other important events.

As required by statutory provisions, the Supervisory Board comprises six representa-
tives who are elected solely and exclusively by the shareholders. The current mem-
bership of the Supervisory Board is shown in the consolidated notes (page 104,
point 34 of the Annual Report 2013). The six members of the Supervisory Board (Marc
Brucherseifer, Dipl.-Kfm.; Dr Susanne Ruckert; Horst Lennertz, Dr.-Ing.; Frank Roth-
auge, Dipl.-Kfm.; Dr Bernd H Schmidt; and Johann Weindl, Dipl.-Kfm.) were elected
by the ordinary Annual General Meeting of the Company on 16 May 2013.

The term of office of the current Supervisory Board members will end upon the
adjournment of the ordinary annual general meeting which adopts a resolution di-
scharging the Supervisory Board members for fiscal year 2017. The Board has an ade-
quate number of members who are independent within the sense of Clause 5.4.2 of
the German Corporate Governance Codex, i.e. who do not have any commercial or
personal relationship to the Company, its officers and directors, a controlling share-
holder or a company affiliated with the latter. The Supervisory Board carries out its
duties as a supervisory body both by monitoring the Management Board and advi-
sing the latter's members in the conduct of business. The Supervisory Board meets
at least twice in every six-month period of a calendar year. It is quorate if and when
announcements have been properly sent to all of the members and a minimum of
three members participate in the adoption of resolutions. Unless otherwise provided
by law or company charter, the Supervisory Board's decisions are made by simple
majority vote. The Supervisory Board's working methods are regulated in detail in
rules of procedure adopted by the Supervisory Board. The Supervisory Board reports
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on the Board’s work in a separate Supervisory Board report. This report is printed on
pages 8 to 12 of the Annual Report for fiscal year 2013. The names, professions and
domiciles of the current Supervisory Board members and their membership on other
supervisory boards formed in accordance with legal requirements and on compara-
ble domestic and foreign governing bodies of commercial enterprises are listed on
page 104, point 34 of the consolidated notes.

Working Methods and Composition of the Committees

The Supervisory Board has formed three committees, namely, a Nominating Commit-
tee, an Audit Committee and a Personnel Committee. Unless otherwise mandated by
legal provisions, the provisions of the Company Charter applicable to the Supervisory
Board as well as the Supervisory Board's rules of procedure apply mutatis mutandis
to the committees.

The Nominating Committee comprises all of the members of the Supervisory Board,
chaired by the Supervisory Board chairperson, and is responsible for nominating sui-
table candidates to the Supervisory Board for the latter's candidate nominations to
the annual general meeting.

The Audit Committee consists of Mr Weindl (Chairperson), Mr Rothauge and Dr
Schmidt and is concerned in particular with the monitoring of the accounting pro-
cess, the effectiveness of the internal controlling system, the internal risk manage-
ment system, the internal auditing system and the final audit. The chairperson of the
Audit Committee is independent and, being a chartered public accountant and tax
accountant, is qualified as an authority in the fields of accounting, final audits and
internal controlling procedures.

The members of the Personnel Committee are Mr Brucherseifer, Dipl.-Kfm. (chair);
Lennertz, Dr.-Ing.; and Dr Ruckert. The Personnel Committee is concerned with the
affairs of the Management Board, including the terms and conditions of their em-
ployment contracts. The compensation for the Management Board members is de-
termined by the Supervisory Board acting in its entirety as required by statutory
provisions.

Since there are two members of the Management Board, it has not formed any com-
mittees.

Information Regarding Corporate Management Practices Within the Sense of Sec-
tion 289a (2) no. 2 HGB

Drillisch AG regards the legal requirements for corporate management to be ade-
quate. Consequently, there are no further relevant corporate management practices
within the sense of Section 289a (2) no. 2 HGB at Drillisch AG.
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Additional Information on Corporate Governance

Risk Management

If the Company's success is to be assured over the long term, it is essential to identify
and analyse the risks of business actions effectively and to eliminate or restrict their
effects by means of the appropriate steering mechanisms. The risk management sys-
tem at Drillisch ensures the responsible handling of these risks. It is especially de-
signed with the aim of recognising risks early, then assessing and controlling them.
The system is subject to constant further development and adapted as necessary to
changing circumstances. As necessary, the Management Board regularly reports to
the Supervisory Board regarding current risks and the measures initiated to handle
them. The effectiveness of the internal risk management system is monitored by the
Supervisory Board's Audit Committee.

The major features of the internal controlling and risk management system with re-
gard to the accounting process are described in detail in the management report
pursuant to Section 289 (5) HGB and in the consolidated management report (page 49
of the Annual Report 2013) pursuant to Section 315 (2) no. 5 HGB. The Management
Board also reports in detail in this document on current risks and their development.

Compensation of Management Board and Supervisory Board

The compensation paid to members of the Management and Supervisory Boards is
commensurate with their tasks and the responsibility which has been assigned to
them. The compensation system and the compensation paid to Management Board
and Supervisory Board in fiscal year 2013 are shown in the management report and
notes and in the consolidated management report on pages 53 and 54 of the An-
nual Report 2013 (compensation report) and in the consolidated notes on page 105,
point 36, of the Annual Report.

Stock Transactions and Holdings of Officers and Directors

According to Section 15a WpHG [German Securities Trade Act], officers and directors
of the Company and people with management tasks must disclose the purchase and
sale of Drillisch AG stock to the Company. Drillisch AG was notified of the following
purchase and sales transactions, which in accordance with Clause 6.3 of the German
Corporate Governance Codex must be reported in the Corporate Governance Report,
during fiscal year 2013.
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Directors’ Dealings in 2013

23 April "Purchase" 1,050,000 €14.33 P. Choulidis
Management Board

23 April "Purchase" 1,045,000 €14.33 V. Choulidis
Management Board

23 April "Sale" 1,950,000 €14.33 SP Beteiligungs GmbH
Management Board

23 April "Sale" 1,840,000 €14.33 MV Beteiligungs GmbH
Management Board

05 June "Sale" 541,730 €12.51 Colonia Private Equity GmbH

Supervisory Board

Aktienbesitz von Organmitgliedern

Directors” Holdings in 2013

Paschalis Choulidis 1,100,000 Shares
Vlasios Choulidis 1,100,000 Shares
Marc Brucherseifer, Dipl.-Kfm. 3,177,565 Shares
Johann Weindl, Dipl.-Kfm. 10,439 Shares
Horst Lennertz, Dr.-Ing. 2,407 Shares
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The Drillisch Stock — Key Data | ISIN: DE0005545503 | Stock abbreviation: DRI

Index TecDAX, Tech All Share Initial quotation 22 April 1998

Stock market sector Prime Standard Number of shares 53,189,015
Year-end price €21.00 (Xetra) Treasury stock (31 Dec) 5,189,015 (9.76%)
Highest price (18 Nov) €22.11 (Xetra) Free Float (Dt. Borse AG) 84.27%

Lowest price (2 Jan) €11.26 (Xetra) Average traded shares 359,245 (day) Xetra

Investor Relations

We accept the requirements of our investors and the financial markets. Our goal is to
raise the value of our company permanently.

One of the most important responsibilities of Investor Relations is the dialogue with
the capital market and to conduct this dialogue without making any distinctions bet-
ween institutional and private investors. We pursue a policy of open and frank com-
munication with all sectors of the capital market so that all of the shareholders and
potential investors are notified of important developments in the same manner and
without discrimination. We have explained in detail the corporate strategy of Drillisch
AG to the capital market at several national and international road shows, during a
number of meetings at the Company headquarters in Maintal, at various presentati-
ons and in interviews. The continuing work can be followed and tracked equally by all
investor groups on our home page. In addition to a detailed financial calendar, all of
the relevant reports can be viewed in the sense of fair disclosure. Many investors also
take advantage of the opportunity for personal contact via email and/or telephone.

Il EBITDA (adjusted) in €m The Drillisch stock - rising profits and attractive disbursement
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policy

Our corporate strategy is aimed at achieving a sustained rise
in company value and builds on organic growth. The dividend
policy alignment is long-term as well. The operating business
of Drillisch AG continued to develop steadily in a positive di-
rection over the past fiscal year. In Q4, we raised our original
EBITDA guidance of between €67 million and €70 million to

Dividende per share in € €70 million. In actual fact, we achieved €70.8 million, corre-
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T sponding to an increase by 14.4% over the previous year. For

2014, we have increased the original EBITDA forecast of bet-
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