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Corporate Governance Report

Under the present principles of the relevant code
in Germany (GCGC — German Corporate Govern-
ance Code), corporate governance spans the entire
corporate management and monitoring system.
The Code aims to enhance the trust of national
and international investors, customers, employees
and the public in the management and control of
German listed corporations. Efficient cooperation
between the Managing Board and the Supervisory
Board, respecting the interests of shareholders,
openness and transparency in company commu-
nication are thus key aspects of good corporate
governance.

In the following, we aim to provide a transparent
and clear picture of the rules and regulations ap-
plicable in Germany and describe how they are
internalised at init.

Declaration of Compliance
with the German Corporate
Governance Code - 2013

In compliance with the Section 161 of the Ger-
man Stock Corporation Act (AktG), the Manag-
ing Board and the Supervisory Board of a listed
corporation are required to declare compliance
with the recommendations of the “Government
Commission on the German Corporate Govern-
ance Code" published by the Federal Ministry of
Justice in the official section of the Federal Official
Gazette each year, and to disclose any deviation
from these recommendations. The Declaration of
Compliance with the Code must be accessible on
the company’s website for a period of five years.
The German Corporate Governance Code contains
recommendations and suggestions. A company
may deviate from the recommendations of the
Code but is required to disclose any such devia-
tions in its annual Declaration of Compliance.
Deviations from the suggestions of the Code do
not require disclosure. The Managing Board and
Supervisory Board thus made the following dec-
laration on 12 December 2013:

The Managing Board and the Supervisory Board of
init innovation in traffic systems AG unanimously
declare compliance with the recommendations
of the Government Commission on the German

Corporate Governance Code dated 13 May 2013
with the following exceptions and make the fol-
lowing Declaration of Compliance in accordance
with Section 161 of the AktG.

init innovation in traffic systems AG complies
with the recommendations of the Government
Commission on the German Corporate Govern-
ance Code with the following exceptions:

Interaction between the Managing

Board and the Supervisory Board

> The D& O insurance does not provide for an
excess payable by members of the Supervisory
Board (item 3.8 para. 2 of the Code).

> init innovation in traffic systems AG does not
believe that agreeing to an excess would en-
courage the performance and motivation of
the members of the Supervisory Board and the
willingness to hold this office.

Managing Board

> A quantitative limit on the variable compen-
sation elements is defined as follows (item 4.2.3
para. 2 of the Code): The variable compensation
in cash is limited to 33.3 per cent of the base sal-
ary.In addition, there is a stock bonus, which is
limited to a maximum number of shares.

> Anage limitis not specified for members of the
Managing Board (item 5.1.2 para. 2 of the Code).
Age limits for members of the Managing Board
are not considered by init innovation in traffic
systems AG to be in the company’s interests in
a market that requires flexibility and special
expertise.

Supervisory Board

> The Supervisory Board has not formed any com-
mittees (item 5.3.1 of the Code), an audit com-
mittee (item 5.3.2 of the Code) or a nomination
committee (item 5.3.3 of the Code) since the
specific conditions do not exist and init con-
siders this impractical due to the size of both
the company and the Supervisory Board (three
members).

> No age limit has been specified for members of
the Supervisory Board. The Supervisory Board
has not given any specific goals for its composi-
tion (item 5.4.1 para. 2 of the Code). In proposing



future candidates at the Annual General Meet-
ing, the Supervisory Board will take account of
thelegal requirements and focus exclusively on
the professional and personal qualifications of
the person —regardless of gender.

Details of Corporate
Governance practices and
of the Managing Board's and
Supervisory Board's working
principles

Shareholders and the

Annual General Meeting

Atthe Annual General Meeting, the shareholders
exercise their rights, including their right to vote.
The meeting decides on all matters assigned to
it by law, such as the election of members of the
Supervisory Board, the discharge of the Managing
Board, the appropriation of profits and amend-
ments to the articles of incorporation. At the
Annual General Meeting, shareholders have the
opportunity to address the meeting on any items
on the agenda, to raise relevant questions and to
file motions. Shareholders can exercise their vot-
ingrights at the Annual General Meeting either in
person, through a duly authorised representative
or by a proxy of init innovation in traffic systems
AG subject to instructions. Each share carries one
vote.

The Annual General Meeting of init innovation in
traffic systems AG is held within the first eight
months of the financial year. The Annual General
Meeting is chaired by the Chairman of the Super-
visory Board. It decides on all matters assigned to
it by law, such as the election of members of the
Supervisory Board, the discharge of the Manag-
ing Board, the appropriation of profits and amend-
ments to the articles of incorporation.
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Supervisory Board

The Supervisory Board acts in an advisory capacity
to the Managing Board and monitors its affairs.
It is also responsible for appointing members of
the Managing Board and defining their number.
The Supervisory Board of init innovation in traffic
systems AG comprises three members who bring
additional expertise to the management of the
company thanks to their many years of experi-
ence in executive roles. Members of the Supervi-
sory Board are appointed by the end of the Annual
General Meeting which votes on the discharge for
the fourth financial year after commencement of
the term of office. The financial year in which the
term of office begins is not counted. Members of
the Supervisory Board can be re-elected.

Managing Board

The Managing Board is the management body of
the stock corporation. It manages the affairs of the
company and is bound by the German Stock Cor-
poration Act to uphold the interests and business
policies of the company. The Managing Board pro-
vides the Supervisory Board with regular, timely
and comprehensive information about any key
issues relating to the company’s business devel-
opment, risks and corporate strategy.

The Managing Board of init innovation in traffic
systems AG currently comprises five members.
Unlike with other companies, each member is very
actively involved in the day-to-day operations of
their respective company units, which they also
manage. In keeping with the practices of responsi-
ble business management, they are therefore very
close to the key reference groups of a company, its
customers, suppliers, employees and shareholders.
This makes it possible for them to react quickly to
new situations.

Our ethical guidelines play a key role in our deci-
sions on how to implement our corporate vision
and mission. They serve as a basis for everything
we do, creating trust, credibility and transparency.
They are a key factor in the success of our com-
pany. Our ethical guidelines are published on our
website under “Company/Philosophy”.
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Transparency

Consistent, comprehensive and timely informa-
tion are a fundamental principle at init innova-
tion in traffic systems AG. The results and busi-
ness situation of the company are reported in the
financial statements, at press and telephone con-
ferences and in the quarterly reports.
Information is also published in press and ad-
hoc releases. All disclosures and publications are
made available on our website under “Investor
Relations”.

In accordance with Section 15b of the German Se-
curities Trading Act (WpHG), init innovation in
traffic systems AG has created an insider list. The
relevant individuals have been notified of their
legal duties and sanctions.

Accounting and auditing

The consolidated financial statements are pre-
pared in compliance with the principles of the
IFRS. Following their preparation by the Manag-
ing Board, the consolidated financial statements
are audited by the auditor and approved by the
Supervisory Board. They are disclosed within go
days after the end of the financial year. Within
the scope of the audit, the auditor immediately
advises the Chairman of the Supervisory Board of
all key issues and events which may arise during
the audit.

Working principles of the Managing
Board and Supervisory Board

The Managing Board and Supervisory Board of
init innovation in traffic systems AG work in close
cooperation for the good of the company and its
shareholders. The Managing Board provides the
Supervisory Board with timely and comprehensive
information about all relevant issues of corporate
governance and business development, the risk
situation and risk management. In addition, the
Chairman of the Managing Board is required both
verbally and - if necessary — in writing to advise
the Chairman of the Supervisory Board regularly
about business development and the situation of
the company including its affiliated companies.
All members of the Managing Board must support
their Chairman in the performance of this duty.
The Chairman of the Supervisory Board informs
the other members of the Supervisory Board.
Motions for resolutions and detailed written docu-
ments are provided to the Supervisory Board in
writing one week prior to its meeting.

The areas of responsibility of members of the Man-
aging Board are based on the organisational chart.
Irrespective of their allocation of duties, however,
each member of the Managing Board is responsi-
ble for the overall management of the company.
Measures and transactions affecting one or more
business areas must be agreed with the appropri-
ate board members involved. Extraordinary busi-
ness or transactions involving a high economic
risk require the approval of the entire Managing
Board. Certain transactions, such as the acquisition
of companies or participating interests, require the
consent of the Supervisory Board.

The Managing Board convenes in regular meet-
ings and, unless otherwise stipulated, passes deci-
sions based on a simple majority of the votes cast.

Shareholdings of the Managing Board
and the Supervisory Board

In total, the Boards directly or indirectly hold
3,950,262 shares in the company as of 31 Decem-
ber 2013, which corresponds to 39.3 per cent of the
shares. The Supervisory Board of init innovation in
traffic systems AG does not hold any shares.

An individual disclosure of the shares held by the
Managing Board is included in the Notes on the
Consolidated Financial Statements.

Securities transactions of Managing Board and
Supervisory Board members or people closely con-
nected to them must be published immediately.
The disclosure requirement includes any acqui-
sition or sale exceeding EUR 5,000 per calendar
year. init innovation in traffic systems AG pub-
lishes these transactions immediately. A list of the
reported Directors’ Dealings in the 2013 financial
year is available at www.unternehmensregister.de.






