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DATA AND FACTS

17

Key Indicators of the Drillisch-Group m m IV/2015 111/2015 11/2015 1/2015

Income Statement

Revenue in €m 629.5 289.6 174.4 201.6 154.4 99.2
Service revenues in €m 433.7 284.6 120.2 113.2 104.8 95.4
Gross profit in €m 254.4 142.6 75.0 76.2 55.4 47.8
Gross profit in % of revenue 40.4% 49.2% 43.0% 37.8% 35.9% 48.2%
EBITDA in €m* 105.6 85.2 17.4 34.9 26.4 26.9
EBITDA margin in % of revenue 16.8% 29.4% 10.0% 17.3% 17.1% 27.1%
EBITDA adjusted in €m* 107.9 85.2 17.4 35.3 28.2 26.9
EBITDA margin adjusted in % of revenues 17.1% 29.4% 10.0% 17.5% 18.3% 27.1%
Depreciation excluding goodwill in €m 36.1 9.9 17.7 11.2 3.7 3.4
EBIT in €m* 69.5 75.3 -0.4 23.7 22.7 23.5
EBIT margin in % of revenue 11.0% 26.0% -0.2% 11.7% 14.7% 23.7%
EBT in €m* 66.1 72.6 -1.2 22.9 21.8 22.7
EBT margin in % of revenue 10.5% 25.1% -0.7% 11.3% 14.1% 22.8%
Consolidated profits in €m* 46.1 50.1 -1.5 16.5 15.3 15.8
Consolidated profit margin in % of revenue 7.3% 17.3% -0.8% 8.2% 9.9% 15.9%
Profit/loss per share in €* 0.85 1.03 -0.03 0.30 0.28 0.30
Cash Flow
Cash flow from current business operations in €m 76.2 71.8 10.6 33.5 14.2 18.0
Cash flow from investment activities in €m -169.2 -4.8 -4.0 -156.1 58.7 -67.8
Cash flow from financing activities in €m -100.7 63.1 -0.7 -0.3 -98.8 -0.9
Cash in €m 1234 3171 123.4 117.5 240.4 266.3

Balance Sheet

Balance sheet total in €m 688.7 475.6 688.7 683.1 843.6 524.5

Equity in €m 353.0 331.1 353.0 354.4 337.8 346.9

Equity ratio

(equity as % of balance sheet total) 51.3% 69.6% 51.3% 51.9% 40.0% 66.1%

Debenture bonds in €m 91.5 88.8 91.5 90.8 90.1 89.4

Financial liabilities in €m 0.0 0.0 0.0 0.0 0.0 0.0
Employees

Size of staff, annual average

(incl. Management Board) 733 355 733 655 520 386
Wireless Services Subscribers (31/12/2015) 2,678 2,070 2,678 2,547 2,449 2,361
(in Thousands)™

Thereof MVNO subscribers 2,587 1,928 2,587 2,449 2,327 2,229

Thereof budget subscribers®@ 1,932 1,211 1,932 1,770 1,629 1,497

Thereof volume subscribers® 655 717 655 679 698 732

Gross Profit per User (AGPPU)

AGPPU“ budget subscribers 9.08 € 8.66 € 8.77 € 9.12 € 9.28 € 9.20 €
AGPPU®“ volume subscribers 3.13 € 3.46 € 3.07 € 3.31€ 3.06 € 3.07 €
AGPPU® subscribers (total) 7.34 € 6.47 € 7.28 € 7.47 € 7.38 € 7.23 €

* - Includes results from closed divisions of €310k

(1) - Thereof per 31/12/2015 65,000 prepaid subscribers and 26,000 postpaid subscribers (service provider model)
(2) - Rate plans with volume included (voice, texts, data)

(3) - Rate plans with billing based on usage “pay as you go”

(4) - AGPPU = Average gross profit per user
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TO OUR SHAREHOLDERS

i

Letter from the Management Board

Paschalis Choulidis

Executive-Board Spokesman, Director of Sales

Financial Communication and IT

Dodar Charoholdore,

Drillisch AG was able to add yet another
chapter to its history of success in fiscal year
2015 and increase all of our most impor-
tant performance indicators, above all the
EBITDA, the number of MVNO subscribers
and the average profit per MVNO user. One
year ago, we reported to you in great detail
on how we were charting our Company's
course for the future. During the past fiscal
year 2015, we successfully completed the
announced transformation into an MBA
MVNO. Now we want to give you the de-
tails of the completed transformation.

Realisation of the MBA MVNO agreement -
independent, yet on a peer level with the
network operators

Since 1 July 2015, we have been entitled to
a share of as much as 30% of the total net-
work capacity of Telefénica, assuring us of
extensive access to the largest wireless ser-
vices network in Germany; we are the only
MBA MVNO in Germany to enjoy such an
entitlement. For the next 15 years, we will
have contractually ensured, unrestricted ac-
cess to 4G (LTE) and — what is more - to any
and all more advanced future technologies.
Thanks to this unique situation, we are able
to perform like a network operator, yet do
not have the burden of investing billions

Vlasios Choulidis

André Driesen

Director of Finances

in the installation and expansion of a net-
work. This model assures us of maximum
flexibility and independence along with
simultaneous improved plannability in our
operating business.

New corporate structure of the Group - suc-
cessful build-out of the online activities and
launch of business in the offline segment

Along with the launch of MBA MVNO ope-
rations, we optimised the structure of Dril-
lisch Group during 2015 and, as we reported
one year ago, turned our major attention
to two focus brands.

Aiming to enhance our efficiency and clout
even further, we merged the online compe-
tence of the subsidiaries Drillisch Telecom,
MS Mobile and eteleon (previously opera-
ting autonomously) into one single com-
pany while continuing to operate on the
market with all of our established online
brands. The result is Drillisch Online AG, the
Group firm that is now fully in charge of
our complete and highly successful internet
sales. The premium brand for the segment
Online is “smartmobil.de”.

In Q3 2015, we began to establish a nation-
wide position on the offline channel as well,
operating under the brand name “yourfo-
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ne”. We started in July 2015 with 102 of our
own shops in carefully selected locations in
Germany. As of today, we have taken over
a total of more than 200 shop sites from Te-
lefénica. With the catchy slogan Fur Dich.
Fdr Sie. Fur Alle., we offer the best price-
performance relationship for mobile com-
munications in our own and partner shops
and are now active in the brick-and-mortar
trade. Customers select the rate plans that
best match their individual needs and can
bundle the selected plan with state-of-the-
art smartphones. Our objective in opening
this new segment is to open the door to ad-
ditional customer groups that were beyond
our direct reach in the past.

The telecommunications market in a state of
transformation

Mobile communications in Germany as a
whole continues to grow at a very rapid
pace and is taking place above all on smart-
phones. This was the finding of a study
entitled “Global Mobile Consumer Survey
2015" released by the consultancy Deloitte
in the middle of September 2015.

The comprehensive market study from Di-
alog Consult and VATM from October 2015
additionally examined the daily connection
minutes from landlines, wireless lines and
the so-called OTT connections. OTT connec-
tions are connections that at this time are
mostly used from desktop PCs at home such
as conversations via Skype or FaceTime. Ex-
pectations are that the substantial rise in
voice traffic via the OTT applications will in
future be conducted more and more from
mobile devices as well. VATM and Dialog
Consult projected that OTT connections
would rise to 231 million minutes a day in
2015 (2104: 214 million minutes). The as-
sumption of dynamically rising mobile data
use (its share in total revenue in 2015 is
expected to increase by 4.3% to 42.7% in

comparison with 38.4% in 2014) is also re-
lated to the ever greater spread of VoLTE
(voice volume that is transported via the 4G
data channel). It is to be assumed that the
share of data revenue in future will reach
a significantly greater share of total reve-
nues.

Independently of this, the market study
from VATM and Dialog Consult from Octo-
ber 2015 furthermore predicted that strictly
data traffic over wireless networks in Ger-
many would rise by 29.1% to 510 million GB
in 2015 (2014: 395 million GB). The average
data volume per user and month was fore-
cast to increase correspondingly by 30.4%
to 377 MB in 2015 (2014: 289 MB).

This dynamic rise is being driven above all
by the accelerating spread of smartphones,
the use of high-speed mobile connections
via LTE and applications that require incre-
asingly greater volumes of data. The conse-
guence is that in future providers of high-
performance rate plans at attractive prices
will enjoy excellent opportunities for deve-
lopment.

In its September study, Deloitte prophesied
the break-through for the new LTE techno-
logy to a mass market. In Germany, about
22% of wireless services customers use the
fast broadband connections at this time
(+14%-points over 2014). This technologi-
cal evolution offers outstanding growth
opportunities for the future. The network
outfitter Cisco also expects more than 80%
of the total mobile data traffic to be rea-
lised via LTE in the next three years. Projec-
tions up to the year 2021 expect an increase
in monthly data volume per user to 13 gi-
gabytes a month, an almost unimaginable
figure today. The technological further de-
velopment of the current wireless standard
(4G) is presently being tested in Germany
and other countries and is expected to be
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ready for the market in four to five years.
The first 5G networks in Europe are predic-
ted to start operation at that time.

Attractive offers and outstanding quality

Since Drillisch Group (as described above)
has unlimited, long-term access and a mar-
keting right protected by regulations to
both current and all future technologies on
the largest German wireless network, we
will be able to continue offering the right
service for every type of use in the future,
not just today.

The focus of our current range of rate plans
is on various full flat rates; all of them in-
clude unlimited calls and text messages and
have data packages ranging from 500 MB
to 10 GB. All of our data packages offer up
to 50 Mbit/s, the maximum speed current-
ly available on the Telefénica LTE network.
The smallest flat-rate plan gives entry-level
users the opportunity to use the mobile
high-speed internet with yourfone, for in-
stance, at prices starting at €9.99 a month.
We have offered a highly diversified range
of campaign rate plans for different user
groups via other established online brands
besides yourfone and smartmobil.de in the
past months. As Stiftung Warentest has just
recently confirmed once again, the Drillisch
brands offer the best product for every type
of user. In its 10/2015 issue of the magazi-
ne “test”, for instance, Stiftung Warentest
contrasted volume rate plans and all-net
flat rates. Drillisch products took the top
places in both categories. In the category of
the all-net flat rates featuring unlimited te-
lephony, text messages and internet usage,
the Drillisch brands sim.de, maXXim, disco-
PLUS, DeutschlandSIM and Phonex took the
first five places.

In addition to price, sustained transparency
and security as well as customer satisfaction

are important elements of the Company’s
success. In the past, Drillisch has regularly
submitted to comprehensive external qua-
lity audits to secure these elements and will
continue to do so in future. The awarded
certificates have all featured the ratings “Ex-
cellent” and “Good”. In the course of the
renewal of the certification in accordance
with the demanding quality requirements
of the ISO norm 9001:2008 in September
2015, the high standard of quality manage-
ment at the Drillisch subsidiaries Drillisch
Online and yourfone satisfied the auditors
fully and completely in every respect.

The operating business

As previously announced and described in
our outlook for both fiscal years 2015 and
2016, our operating business during this pe-
riod will be marked by high investments in
future growth. During fiscal year 2015, the
expenditures for campaign-related adverti-
sing alone and the general brand build-up
in many different media came to a total of
€64.5 million (2014: €14.1 million). We in-
creased these expenditures once again in
Q4 2015 and intend to maintain the high
level of advertising in fiscal year 2016 as
well. Our efforts in this area in 2015 paid
off in that we were able to grow dynami-
cally in a market environment that remains
highly competitive and significantly increa-
sed the number of customers, enabling us
to raise our EBITDA target by another 5%
in December.

In comparison with the closing date of the
previous year, our clientele grew by 608,000
(29.4%) to 2.678 million subscribers (2014:
2.070 million). We were able to grow es-
pecially strongly in the segment of MVNO
customers; their total numbers grew by
659,000 (34.2%) to 2.587 million subscri-
bers (2014: 1.928 million). We achieved es-
pecially strong growth in the highly profi-
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table budget subscriber segment, posting
an increase of 721,000 subscribers (59.5%)
to 1.932 million subscribers (2014: 1.211
million). Thanks to the improved customer
and rate plan mix, the average gross profit
per MVNO customer (AGPPU) increased as
well over the year and has now reached the
mark of €7.34 (2014: €6.47).

Revenues in fiscal year 2015 increased by
€339.9 million (117.3%) to €629.5 million
(2014: €289.6 million). The largest share of
revenues, €358.2 million, came from the
segment Online (2014: €288.5 million). In
the segment Offline, which includes the
brokerage business of Phone House to spe-
cialist trade as well as our yourfone shops
and customers and others, €290.7 million in
revenue was realised in the reporting peri-
od (2014: €0). The EBITDA in the segment
Miscellaneous/Holding amounted to €9.8
million (previous year: €7.2 million).

In particular, a rise of 52.4% in service re-
venues to a total of €433.7 million (2014:
€284.6 million) enabled us to generate
a gross profit in fiscal year 2015 that, at
€254.4 million, is €111.8 million (78.4%)
higher than the level of the previous year
(2014: €142.6 million), a significant increa-
se. Here as well, the greatest part (€183.5
million) came from the segment Online.
The gross profit margin in the segment On-
line improved to 51.2% (2014: 49.1%). The
segment Offline achieved gross profit of
€70.3 million in 2015 (2014: €0) and a gross
profit margin of 24.2% (2014: 0%).

Compared with the same period last year,
the consolidated EBITDA, one of the most
important performance indicators in our
business, increased by €20.4 million (23.9%)
to €105.6 million (2014: €85.2 million). This
includes €310k from closed business divisi-
ons coming from the sale of Phone House
Management GmbH, Minster, completed in

November. The EBITDA forecast, which had
been increased in December, was exceeded
slightly. The EBITDA in the segment Online
declined slightly (a consequence of the ma-
jor increase in advertising expenditures) to
€85.8 million over the previous year (2014:
€88.5 million). The segment Offline made its
first contribution to the consolidated EBIT-
DA, a total of €25.9 million. The EBITDA in
the segment Miscellaneous/Holding per 31
December 2015 amounted to €-6.4 million
(previous year: €-3.3 million). The change
over the previous year is essentially a conse-
guence of the higher legal and professional
expenses incurred during the reporting pe-
riod pursuant to the company acquisitions.

Amortisation and depreciation rose by €26.2
million to €36.1 million (2014: €9.9 million).
This rise in amortisation and depreciation
is basically a consequence of the first-time
inclusion of Phone House and yourfone in
the consolidated annual accounts. The int-
angible assets identified within the frame-
work of the (provisional) purchase price al-
location of Phone House and the purchase
price allocation of yourfone will be written
off over the usual useful life of 2.5 and 6 ye-
ars, respectively. The resulting amortisation
and depreciation totals €15.8 million (2014:
€0.0). Since the provisional purchase price
allocation for Phone House was taken into
account for the first time in Q4, there was
retroactively an impact on the amortisation
and depreciation in Q4 for the period as
of the acquisition in May 2015. Depreciati-
on and amortisation of €5.0 million (2014:
€0.0) resulted for the period beginning with
the start of MBA operations per 1 July 2015
from Drillisch’s contribution of €150 million
agreed with Telefénica to the investments
previously made and to be made in future
by Telefénica in the expansion of the LTE
network and in future technologies; this
contribution was capitalised under Other
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intangible assets and will be written off
over the expected useful life of 15 years.

Based on the highly positive development
in our earnings position, we generated an
operating cash flow of €76.2 million in fiscal
year 2015, representing an increase of €4.5
million (6.2%) over the same period last
year (2014: €71.8 million).

Following disbursement of the dividends in
the amount of €90.4 million (previous year:
€76.8m) in Q2 2015 and the agreed pay-
ment to Telefénica in Q3 of €150.0 million
related to the launch of the MBA MVNO
model for the expansion of the LTE network
and future technologies, cash at the end
of fiscal year 2015 amounted to €123.4m
(31/12/2014: €317.1m). In combination with
attractive financing opportunities, Drillisch
AG has adequate flexibility to expand or
supplement its business activities as expedi-
ent even after these payments.

Outlook

The successful course of fiscal year 2015, in-
cluding the start of MBA MVNO operations,
saw the expected growth in subscribers
from the build-out of the segment Online
and the establishment of the segment Off-

Best regards from Maintal.

line. The significant rise in advertising ex-
penditures of the past year will be continu-
ed in 2016 so that we maintain our support
of the dynamics in the expansion of our
MVNO clientele.

We are looking ahead to the future with
confidence and expect an increase in EBIT-
DA to between €115 million and €120 mil-
lion for fiscal year 2016. Furthermore, we
intend to ensure that shareholders benefit
appropriately from the success of the Com-
pany in future as well. Supervisory Board
and Management Board propose a raised
dividend of €1.75 per voting share for the
past fiscal year 2015. Our target for fiscal
year 2016 will be to disburse a dividend of
the same amount as a minimum.

In conclusion, we would like to take this
opportunity to thank our employees ex-
pressly and warmly for their continued
commitment and their high readiness to
perform because dependable collaboration
in a spirit of trust is very important for our
commercial success. But we are also just as
deeply grateful to our shareholders, cus-
tomers and business partners for the trust
they have placed in us.

FAL el

Paschalis Choulidis Vlasios Choulidis

/ V) pal——

André Driesen

Drillisch AG | Annual Report 2015



10

TO OUR SHAREHOLDERS

i

Report of the Supervisory Board

Doar Jharoho|ders,

During the reporting period 2015, the Dril-
lisch AG Supervisory Board diligently per-
formed the duties required of its members
by law, company charter and rules of pro-
cedure. It carefully reviewed and monito-
red the management activities of the Ma-
nagement Board and acted as an advisory
body to provide support in the manage-
ment of the Company. The yardstick for
the monitoring function included in parti-
cular the legality, correctness, expediency
and economic efficiency of the Manage-
ment Board’s management as well as the
performance effectiveness of the risk ma-
nagement and the corporate organisation.
Moreover, the Supervisory Board closely
examined the position and development
of the Company and Group as well as the
business transactions during fiscal year
2015. The Management Board immedia-
tely involved the Supervisory Board in any
and all decisions which were of fundamen-
tal significance for Drillisch AG or Drillisch
Group.

The activities of the Supervisory Board were
based on the reports regularly submitted
orally and in writing by the Management
Board regarding the development of the
Company’s business and its commercial
and financial position; its strategic further
development and corporate planning; its
risk position and risk management; and
the profitability of Drillisch Group. The
Management Board addressed any devia-
tions in the course of business from exis-
ting plans and targets and explained the
causes of the deviations. The Supervisory
Board regularly obtained written and oral
information from the Management Board,

Marc Brucherseifer
Dipl.-Kfm., Cologne. Chairman
of the Supervisory Board of
Drillisch AG.

in particular monthly reports and special
information bulletins, about ongoing busi-
ness development and important business
incidents during the periods between Su-
pervisory Board meetings as well. The full
membership of the Supervisory Board ex-
amined and discussed in detail business
incidents, especially those of major signi-
ficance 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 liquidity. The Supervisory
Board carefully examined the submitted
reports for plausibility and, as necessary,
discussed them in detail with the Manage-
ment Board. In addition, the Supervisory
Board requested supplementary informati-
on from the Management Board. In parti-
cular, the Management Board attended Su-
pervisory Board meetings for the purpose
of discussing and answering all questions
posed by the Supervisory Board. The Su-
pervisory Board chairperson was in regular
contact with the Management Board out-
side of Supervisory Board meetings as well
and obtained information about the cur-
rent business position and major business
incidents, which he discussed in detail with
the Management Board. The Supervisory
Board chairperson and the Management
Board also regularly discussed strategic is-
sues and risk management issues, the risk
position, planning and compliance.

Supervisory Board activities, meetings

A total of twelve meetings of the full Su-
pervisory Board were held during the re-

Drillisch AG | Annual Report 2015



TO OUR SHAREHOLDERS

i

Report of the Supervisory Board

porting period 2015. The members atten-
ded six meetings (on 19 March 2015, 12
May 2015, 21 May 2015, 12 August 2015,
5 November 2015 and 11 November 2015)
and six meetings were held in the form of
phone conferences (on 27 January 2015, 5
March 2015, 12 April 2015, 4 May 2015, 22
July 2015 and 15 September 2015). Moreo-
ver, two resolutions were adopted outside
of Supervisory Board meetings during the
reporting period 2015 (on 28 August 2015
regarding approval of the conclusion of
a management board service agreement
between Drillisch Online AG and Mr Jo-
chen Mogalle and on 30 October 2015 re-
garding the approval of the revocation of
the Prokura [full commercial authority of
representation] of Messrs Julian and Tobias
Valdenaire).

The most important point of the Supervi-
sory Board activities in the reporting pe-
riod concerned the consultations related
to, and adoption of, resolutions regarding
specific measures that facilitated the re-
alisation of the MBA-MVNO contract re-
garding the wholly-owned subsidiary MS
Mobile Services GmbH concluded between
Drillisch and Telefénica Germany GmbH &
Co. OHG during fiscal year 2014. The mea-
sures included in particular the acquisi-
tion of all of the shares in GTCom GmbH
from Global Telecom Holding GmbH; the
acquisition of all of the shares in The Pho-
ne House Deutschland GmbH from Dixons
Carphone plc; the conclusion of a business
transfer agreement between Telefdénica
and yourfone GmbH; the establishment of
Drillisch Netz AG and the possible conclu-
sion of contracts with hardware suppliers.
Furthermore, the Supervisory Board appro-
ved an increase in share capital, using the
approved capital, against the contribution
of all of the newly acquired shares in The

Phone House Deutschland GmbH. These
subjects were the focal points of delibera-
tions in a total of seven Supervisory Board
meetings during the reporting period; in
the other meetings, the Board also recei-
ved information regarding the ongoing
implementation as an MBA MVNO, parti-
cularly in the offline and online segments.

Personnel issues represented another focal
point of Supervisory Board activities during
the reporting period that was especially
significant for the Company and Drillisch
Group. In March 2015, Mr André Driesen
was appointed to be the third member of
the Drillisch AG Management Board, and
the distribution of business responsibili-
ties was adjusted. In July 2015, Mr Pascha-
lis Choulidis and Mr Vlasios Choulidis were
re-appointed to the Management Board
ahead of the required date. While on the
subject, the Supervisory Board examined ca-
refully and in detail the service agreements
with each of the Management Board mem-
bers; the agreements are subject in part
to special rights of termination. In additi-
on, the Supervisory Board, in consultation
with the Personnel Committee, discussed
the executive situation in detail, approved
the appointment of management board
members and managing directors and the
granting of full authority of commercial re-
presentation in the subsidiaries, and consi-
dered the policy for travel expenses and the
long-term incentive programme (LTI) in the
Group.

Furthermore, the Supervisory Board re-
gularly received information about key
points concerning the commercial deve-
lopment and position of the Company and
the Group, especially the development of
sales and profits, the development in the
number of subscribers, the gross profit in-
dicators, the AGPPU (average gross profit
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per user) and the liquidity position and
development as well as the Management
Board’s planning and discussed these mat-
ters with the Management Board in con-
sideration of current market changes. In
particular, the Supervisory Board examined
in detail the separate financial statements
for every quarter.

Supervisory Board activities focused as well
on the reporting from the committees, in
particular from the Audit Committee and
the Personnel Committee, and the monito-
ring of the risk management, the risk ana-
lysis and documentation of the risk control
system. At this time, the Supervisory Board
reviewed the composition of the commit-
tees and adopted a resolution for the re-
vision the Supervisory Board rules of pro-
cedure (not yet realised) that will improve
the efficiency of the Supervisory Board’s
work even further.

Moreover, the Supervisory Board set target
values for the proportion of women on the
Supervisory Board and the Management
Board pursuant to Section 111 (5) first sen-
tence AktG [Germany Company Law] and a
general term limit for membership in the
Supervisory Board pursuant to Clause 5.4.1
of the German Corporate Governance Co-
dex. Furthermore, the Supervisory Board
and Management Board jointly delibera-
ted on the cooperation of the governing
bodies.

In addition, the Supervisory Board consi-
dered the accounting for fiscal year 2015,
the audit of the annual accounts 2014, the
Annual General Meeting 2015 (including
the proposal for the appropriation of pro-
fits for submission to the Annual General
Meeting), the Declaration on Corporate
Management and the joint Declaration of
Conformity, and the Supervisory Board re-
port for fiscal year 2014.

The Supervisory Board has set up a total of
three committees: the Audit Committee,
the Personnel Committee and the Nomina-
ting Committee.

The Personnel Committee of the Supervi-
sory Board, whose members are Mr Marc
Brucherseifer (committee chair), Dr Susan-
ne Ruckert (deputy committee chair) and
Dr Horst Lennertz, held two meetings with
the members present (on 27 February 2015
and 5 May 2015) and one meeting in the
form of a phone conference (on 19 June
2015). Its primary activities concerned the
preparation of the nomination of André
Driesen for appointment as a third mem-
ber of the Drillisch AG Management Board
and the proposal for the re-appointment
of Mr Paschalis Choulidis and Mr Vlasios
Choulidis as Management Board members
for submission to the full Supervisory Board
and the preparation and negotiation of
the service agreements for the Manage-
ment Board members and the adjustment
in the distribution of business responsibili-
ties among the members. In addition, the
Personnel Committee discussed and app-
raised the Management Board'’s work and
its membership as well as the long-term
succession planning for the Management
Board, taking into account the executive
planning of the Company.

The Audit Committee of the Superviso-
ry Board, whose members are Mr Frank
Rothauge (committee chair), Dr Bernd H
Schmidt and Dr Horst Lennertz, held four
meetings with members present during
the reporting period (on 12 March 2015,
21 May 2015, 12 August 2015 and 10 No-
vember 2015). The Audit Committee mo-
nitors the accounting and the accounting
process, the audit of the annual accounts,
the internal controlling system and the risk
management system in accordance with a
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defined schedule of meetings for the year.
What is more, the Audit Committee did in-
tensive work on the adaptation of the in-
ternal risk reporting to the changes in the
corporate structure resulting from the ac-
quisitions of last year.

The Nomination Committee, whose mem-
bership includes all of the Supervisory
Board members (chair: Mr Marc Brucher-
seifer), met once during the reporting
period (on 12 August 2015) and advoca-
ted submitting a proposal to Hanau Local
Court for Mr Norbert Lang to become a
court-appointed member of the Superviso-
ry Board pursuant to Section 104 (2) AktG.

Personnel changes on the Management
Board and Supervisory Board

Regarding the Management Board, the Su-
pervisory Board in its meeting on 19 March
2015 appointed Mr André Driesen to the
Drillisch AG Management Board for a pe-
riod of three years, effective per 1 April
2015; since his appointment, Mr Driesen
has been responsible for the Finances divi-
sion. In addition, the Management Board
members Mr Paschalis Choulidis and Mr
Vlasios Choulidis were re-appointed ahead
of time (on 22 July 2015) to remain Ma-
nagement Board members until 31 Decem-
ber 2018. Regarding the Supervisory Board,
Mr Johann Weindl resigned his office as
member of the Supervisory Board, effecti-
ve immediately per 22 July 2015, with the
consent of the Supervisory Board. Mr Nor-
bert Lang was appointed to replace him on
the Supervisory Board pursuant to a deci-
sion issued by the Hanau Local Court per
12 November 2015. The terms of office of
the other Supervisory Board members (Mr
Marc Brucherseifer, Dr Susanne Ruckert, Dr
Horst Lennertz, Mr Frank Rothauge and Dr
Bernd H Schmidt) remain unchanged. They

were elected on 16 May 2013 for a term of
office lasting until the closing of the Annu-
al General Meeting that adopts a resoluti-
on discharging them for fiscal year 2017.
The Supervisory Board was chaired again
in the reporting period 2015 by Mr Marc
Brucherseifer; deputy chair of the Supervi-
sory Board was Dr Susanne Ruckert.

Annual accounts and consolidated annual
accounts

The annual accounts and the consolidated
annual accounts per 31 December 2015,
the management reports for the stock cor-
poration and the Group for fiscal year 2015
(including the explanatory report on the in-
formation pursuant to Section 289 (4) and
Section 315 (4) HGB [German Commercial
Code]), were prepared and submitted on
time by the Management Board, and the
accounting and risk management system
were examined by BDO AG Wirtschafts-
prufungsgesellschaft, the firm appointed
by the Annual General Meeting to be the
auditors, and certified by an unqualified
auditor’s opinion.

Concerning the Company’s system for the
early detection of risks, the auditor deter-
mined that the Management Board had
appropriately taken measures required
pursuant to Section 91 (2) AktG, especially
for the installation of a monitoring system,
and that the monitoring system is suitab-
le for the early detection of developments
that could threaten the continued operati-
on of the Company.

The separate annual accounts and the
consolidated annual accounts, the ma-
nagement report and consolidated ma-
nagement report and the relevant audit
reports from the auditor were submitted
to all members of the Supervisory Board.
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Focal points of the audit engagement to
the auditor included in particular the in-
itial consolidation of acquired companies
(consolidated annual accounts), impair-
ment test for goodwill (consolidated an-
nual accounts)/participation assessments
(separate annual accounts), new systems/
data migration at the acquired compa-
nies, mergers (separate annual accounts)
and the consequences of the MBA MVNO
contract for the balance sheet. The closing
documents were finally gone through and
discussed during a meeting of the Audit
Committee on 15 March 2016 in the pre-
sence of the auditor. At that time, the au-
ditor reported on the most significant re-
sults of his audit and explained the results;
he also gave detailed answers to questions
posed by the members of the Audit Com-
mittee. This discussion revolved in particu-
lar around the results of the audit related
to the defined focal points of the audit,
the accounting process, the internal cont-
rolling system, and the risk report and 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 23 March
2015, the Supervisory Board approved the
annual accounts and consolidated annual
accounts 2015. The annual accounts have
therefore been adopted pursuant to Sec-
tion 172 AktG.

During the Supervisory Board meeting
on 23 March 2015, Management Board
and Supervisory Board adopted a joint
resolution to propose the disbursement
of a dividend in the amount of €1.75 per
share to the Annual General Meeting. The

Company’s position, specifically its finan-
cing and capital structure, was discussed
and reviewed at that time.

Corporate governance

None of the Supervisory Board members
participated in fewer than half of the Su-
pervisory Board meetings during the re-
porting period. All members took part in
the total of twelve Supervisory Board mee-
tings. All committee members also took
part in each of their respective committee
meetings.

The Supervisory Board regularly reviewed
critically the efficiency of its work, name-
ly, the availability of the Supervisory Board
members, the frequency of its meetings
and the preparation and conduct of the
meetings and their minutes. The Supervi-
sory Board concluded that its performance
is efficient. The Supervisory Board also de-
cided to prepare a revised version of its ru-
les of procedure.

No conflicts of interest within the sense of
Clause 5.5.3 of the Corporate Governance
Codex arose during the reporting period.

Management Board and Supervisory Board
report on corporate governance pursuant
to Clause 3.10 of the German Corporate
Governance Codex within the context of
the Declaration on Corporate Manage-
ment. During the reporting period, Ma-
nagement Board and Supervisory Board
submitted a joint Declaration of Conformi-
ty pursuant to Section 161 AktG, most re-
cently on 19 March 2015, which by and lar-
ge followed the recommendations of the
German Corporate Governance. The decla-
rations and related explanatory comments
are permanently available to the sharehol-
ders on the Company’s internet site. In all
other respects, reference is made here to
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the remarks in the corporate governance
report included in the Annual Report 2015.

The Supervisory Board wishes to express
its thanks to the members of the Manage-
ment Board and to all of the Company as-
sociates for their successful work for, and
commitment to, Drillisch Group in the past
fiscal year as in the years before. Our spe-
cial thanks go to our customers and share-
holders for the trust they have placed in
the Company.

Maintal, 23 March 2016

On behalf of the Supervisory Board

=,

Marc Brucherseifer, Dipl.-Kfm.

Chairperson of the Supervisory Board
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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 communica-
tions are major aspects of good corporate
governance, which has always enjoyed a
position of high priority at Drillisch AG and
is @ major factor for a company's success.

In the following declaration, the Manage-
ment Board - simultaneously on behalf of
the Supervisory Board - reports on the cor-
porate 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 [Ger-
man Commercial Code] regarding corpo-
rate management.

Declaration of Conformity pursuant to Sec-
tion 161 AktG [Germany Company Law]

The current Declaration of Conformity issu-
ed by the Management Board and Super-
visory Board on 23 March 2016 and made
permanently accessible on the Internet at
the site www.drillisch.de (to be found the-
re under the section “Corporate Gover-
nance”, subsection “Declaration of Confor-
mity”) 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 acted, and continues to act,
in conformity with the recommendations
of the "Government Commission German
Corporate Governance Codex” announced
by the Federal Ministry of Justice in the of-
ficial section of the Federal Gazette, sub-
ject to the following exceptions. This de-
claration is made pursuant to the Codex as
revised on 5 May 2015:

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 insu-
rance policy covering pecuniary loss along
with an excess of loss agreement for the Su-
pervisory Board which does not include an
excess.

The Management and Supervisory Boards
of Drillisch AG do not believe that the mo-
tivation and sense of responsibility of the
officers and directors would be enhanced
by the agreement of an excess. Equally,
the Management and Supervisory Boards
at Drillisch AG fear that there is a risk that
the agreement of an excess for negligent
actions 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 ag-
ree to an excess.

Clause 4.2.3 (3)

Determination of a pension level target
when making pension commitments, giving
due consideration to the annual and long-
term expenses for the Company

The agreements with the Management
Board members, including the company
pensions, were concluded before the ent-
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ry into effect of the above recommenda-
tion; the Supervisory Board has not issued
any pension commitments during the pe-
riod the above recommendation has been
in force. It cannot be determined from the
Codex whether this recommendation requi-
res the Supervisory Board to make any de-
terminations when no decisions regarding
pensions have been made. We are therefo-
re, as a precaution, declaring an exception
to this recommendation just as in the previ-
ous year. The pension benefits for the Ma-
nagement 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 tar-
get. 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

Inclusion of the membership on committees
in determining the compensation paid to Su-
pervisory Board members.

In accordance with Section 14 of the Dril-
lisch 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 re-
levant committee. The Supervisory Board
at Drillisch AG is 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 simulta-
neously 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 precautiona-
ry measure.

Maintal, 23 March 2016

On behalf of the Supervisory Board
Marc Brucherseifer, Dipl.-Kfm.

The Management Board
Paschalis Choulidis Vlasios Choulidis
André Driesen

Targets for the Composition of the Supervi-
sory Board

In accordance with Clause 5.4.1 of the Ger-
man Corporate Governance Codex, the
Drillisch AG Supervisory Board defined the
following targets for its composition, and
these targets were given due considera-
tion during the election of the complete
Supervisory 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 ex-
perience (e.g. in the sector financial en-
gineering, 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 Superviso-
ry 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.

Drillisch AG | Annual Report 2015



18

—

TO OUR SHAREHOLDERS

i

Statement on Corporate Governance / Corporate Governance Report

» 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 re-
sign from the Supervisory Board upon
conclusion of the Annual General Mee-
ting 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 the-
se goals into account.

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 Superviso-
ry Boards as well as on detailed and con-
stant flow of information - this is in line
with the common understanding of good
corporate governance held by Manage-
ment and Supervisory Boards at Drillisch.

The Management Board currently has
three members; the membership on the
Management Board at this time is shown
in the consolidated notes (page 109, item
35 of the Annual Report 2015). They ma-
nage the Company on their own responsi-
bility and define, in consultation with the
Supervisory Board, the strategic direction
of Drillisch Group. The distribution of au-
thority on the Management Board is regu-
lated in rules of procedure. Fundamentally,
each member of the Management Board
manages the Company on his sole autho-

rity within the framework of the business
units assigned to him by the rules of pro-
cedure. Measures of special significance or
which involve unusual risks always require
the prior agreement of the entire Manage-
ment Board. The rules of procedure con-
tain in addition a catalogue of the major
transactions and events which require ap-
proval by the Supervisory Board. The Ma-
nagement Board regularly and contempo-
raneously notifies the Supervisory Board in
written and oral form about the course of
business, the position and profitability of
the Group, the planned business policies
and other fundamental issues of corpo-
rate planning as well as about transactions
which may be of major significance for the
profitability or liquidity of the Group. Mo-
reover, the Management Board reports to
the chairperson of the Supervisory Board
as required by other important events.

Legal provisions stipulate that the Superviso-
ry Board must have six members. Mr Johann
Weindl, Dipl.-Kfm., stepped down from the
Supervisory Board per 22 July 2015. Per reso-
lution of 12 November 2015, the Local Court
Hanau appointed Mr Norbert Lang, Wald-
brunn Lahr, to be a member of the Supervi-
sory Board. As he joined the five Supervisory
Board members elected by the Company’s
Annual General Meeting on 16 May 2013
(Marc Brucherseifer, Dipl.-Kfm.; Dr Susanne
Ruckert; Horst Lennertz, Dr.-Ing.; Frank A.
Rothauge, Dipl.-Kfm.; Dr Bernd H. Schmidt),
the Supervisory Board now has its full com-
plement of members. The current member-
ship of the Supervisory Board is shown in
the consolidated notes (page 108, item 34
of the Annual Report 2015).

The term of office of from the general
meeting elected and the current Supervi-
sory Board members will end upon the ad-
journment of the ordinary Annual General
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Meeting which adopts a resolution dischar-
ging the Supervisory Board members for
fiscal year 2017. Mr Norbert Lang has been
nominated to complete the term of office
of Mr Johann Weindl, Dipl.-Kfm.; the An-
nual General Meeting on 19 May 2016 will
be asked to adopt a resolution confirming
the nomination. The Board has an adequa-
te number of members who are indepen-
dent 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 mo-
nitoring the Management Board and ad-
vising 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 majo-
rity vote. The Supervisory Board's working
methods are regulated in detail in rules
of procedure adopted by the Supervisory
Board. The Supervisory Board reports on
the Board'’s work in a separate Supervisory
Board report. This report is printed on pa-
ges 10 to 15 of the Annual Report for fis-
cal year 2015. 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 bo-
dies of commercial enterprises are listed
on page 108, item 34 of the consolidated
notes.

Working methods and composition of the
committees

The Supervisory Board has formed three
committees, namely, a Nominating Com-
mittee, an Audit Committee and a Per-
sonnel Committee. The Audit Committee
has adopted its own rules of procedure.
Moreover, unless otherwise mandated by
legal provisions, the provisions of the Com-
pany Charter applicable to the Supervisory
Board as well as the Supervisory Board’s ru-
les of procedure apply mutatis mutandis to
the committees.

The Nominating Committee comprises all
of the members of the Supervisory Board,
is chaired by the Supervisory Board chair-
person, and is responsible for proposing
suitable candidates to the Supervisory
Board for the latter's election proposals to
the Annual General Meeting.

The Audit Committee consists of Mr Rot-
hauge (chairperson), Dr Lennertz and Dr
Schmidt and is concerned in particular with
the monitoring of the accounting process,
the effectiveness of the internal controlling
system, the internal risk management sys-
tem, the internal auditing system and the
final audit. The chairperson of the Audit
Committee is independent and, owing to
his professional activities, 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. (chairper-
son); Dr Lennertz; and Dr Ruckert (vice-
chairperson]. The Personnel Committee is
concerned with the affairs of the Manage-
ment Board, including the terms and con-
ditions of their employment contracts. The
compensation for the Management Board
members is determined by the Supervisory
Board acting in its entirety as required by