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BOARD OF
DIRECTORS

The Board of exceet Group SE consists of 5 members and a permanent representative of
White Hills Management & Co S.C.S

Hans Hofstetter Chairman

Dirk-Jan van Ommeren

Dr. Hagen Hultzsch

Roland Lienau

Guido Bollue Representative of White Hills Management & Co S.C.S.

Wolf-Gunter Freese

Guido Bollue replaced Prof. Dr. Hartmut Griepentrog as permanent representative of
White Hills Management & Co S.C.S.

MANAGEMENT

Wolf-Ginter Freese Acting Chief Executive Officer & Chief Financial Officer

As of 2 March 2016 Chief Financial Officer Mr. Wolf-Gunter Freese took over the functions of Mr. Ulrich Reutner as
acting CEO. With the sale of the ID Management Systems (IDMS) business activities Mr. Ulrich Reutner and Mr.
Robert Wolny (CO0 IDMS] left exceet Group at the end of September 2016. In addition, Mr. Jan Trommershausen
resigned from his functions as COO Electronic Components Modules & Systems (ECMS] due to the organizational
adjustments implemented on 1 January 2017.
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exceet Group SE [hereafter the “Company”) is a company
incorporated as a Société Européenne under the law of
Luxembourg and listed on the regulated Frankfurt Stock
Exchange (WKN: AOYF5P/ISIN: LUO472835155] in the
Prime Standard segment.

The consolidated exceet Group SE (“Group” or “exceet”)
is an European technology group specialized in the
developmentand production of intelligent, complex and
secure electronics for small and mid-sized volumes.
The Group provides highly sophisticated solutions and
distinguishes itself through its technical skill setin
embedded intelligent electronics with a leading position
in the health and industrial markets. The overall 10
locations (7 manufacturing sites, 2 specific technical
sales & development centres for customer proximity
and 1 holding location) ensure smooth and close
communication forinnovative solutions.

As a consequence from the divestment process of the
ID Management & Systems (IDMS) business segment,
the Group’s IFRS reporting is splitinto ,Continued
Operations®and ,Discontinued Operations".

Having sold the IDMS business segment, the Group
consists of the ECMS and exceet Secure Solutions

(ESS) segments starting on 1 October 2016. The future
reporting has to be compared with the former continued
business operations.

Distinguished engineering, manufacturing and software
skills enable exceet to offer solutions with a high degree
of customization and qualified process certifications

to fulfil demanding customer requirements. exceet
offers for its mainly industrial and medical customers
full-service development, design and manufacturing

of complex and miniaturized electronic components,
modules, systems and secure connectivity. This

is complemented with a fully coordinated product
developmentand industrialization process, ranging from
proving of feasibility of new products and processes

to a completely certified production in clean room
environment.

exceet’s business is a classical project type of business.
Itis to acertain degree determined by the customers
who are project partners. Projects normally are
progressing in cycles. Their speed, length of duration
and depth are dependent on the evaluations given by
the clients, referring to possible market potentials and
sales volumes of products and their life cycles. These
evaluations and forecasts are given on short notice

and are characterized by a higher volatility compared to
otherindustrial business models. This leads to a limited
visibility for exceetregarding the project development.
exceet’s clients — in many cases out of the capital goods
industry — in turn are dependent on their OEM customers
and their market assessments and investment
decisions.
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OBJECTIVES AND STRATEGY

exceet executes a clearly defined strategy which is
based on the following pillars:

LEVERAGE CUSTOMER RELATIONSHIPS

One of the mostimportant strategic objectives for the
Group is to increase its market share in its core markets
leveraging on long-term customers. Close cooperation
with its customers in joint-development, industrialization
and manufacturing projects lead to early insights in the
latest market trends, customer requirements and new
business opportunities.

NEW CUSTOMERS IN SELECTED MARKETS

Extending the customer base through new customers

in selected markets (e.g. medical implants, opto-
electronics, industrial internet-of-things) is an additional
key element. exceet pursues a combination of “push and
pull marketing strategy’. It attracts sustainable customer
demand and interest by offering services and showing
convincing capabilities valuable for selected potential
customers. Targets are major systems integrators and
OEMs in exceet’s core markets (industry and health),
which have a strong demand for high-quality solutions.

EXCEET'S REVENUE BY COUNTRIES (IN EUR MILLION]
(excluding the sold card segment IDMS)

CROSS SEGMENT COLLABORATION

The internal sharing of technical competences and
qualifications is exceet’s key to offer the best available
solution toits customers. Therefore sales and project
development teams regularly provide important
feedback from the market. Through this constantinternal
information exchange, exceetis close to the market

and able to adapt its development, industrialization and
manufacturing activities fasteraccording to changing
market conditions and customers’ immediate and future
needs. Through the combination of know-how and
expertise across its companies, exceetis able to offer
unique comprehensive electronic solutions comprising
key components such as hardware, software and secure
connectivity.

GEOGRAPHICAL PRESENCE

exceet’s actual core markets consist of Austria,
Denmark, Germany, Switzerland and the Netherlands.
Further geographic market presence was started and will
be pursued on a step by step basis. Since 2015 the US
marketis served by a local sales office located in Woburn
(MA) next to Boston.

2015 =2016
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STRATEGIC ACQUISITIONS

The Group expects furtherindustry consolidation and
is ready to benefit from that process if an interesting
opportunity is fitting to its strategy.

ELECTRONIC COMPONENTS

MODULES & SYSTEMS (ECMS)

The ECMS segment (93% of Net Sales 2016) develops
and produces innovative, complex and integrated
electronic products, with a focus on miniaturization, cost
optimization and a high degree of customization to suit
the needs of its customers. The products and services
of the ECMS segment are aimed primarily at customers
in the sectors of medical and healthcare, industrial
automation, security and avionics.

In 2016 ECMS continued the industrialization of
innovative, high quality wearables for the precise
measurement of vital data. These medical grade
wearables are produced and designed in cooperation
with the customers. The measurement of vital signs, e.g.
such as the heartrate, can be used by patients at home
or outside without any professional medical assistance
on site, allowing avoidance of hospitalization and helps
to reduce costs while increasing the patient’s quality of
life.

Thanks to the set of the wide ECMS competences in
design, developmentand production of customer
specific touch displays in Grossbettlingen/DE and
Rotkreuz/CH, the segment was able to access new
markets and win several projects, as for example in the
field of vending machines (e.g. distributors of drinks
and snacks in busses orat other highly frequented
locations). In this case, ECMS performed a usability
study and developed an individual user interface
guaranteeing an intuitive handling. Customers also
benefit from the secure connection of all vending
machines, ensuring that sales figures for accounting
purposes are transmitted tamper-proof and protected
againstaccess of third parties. In this project ECMS
profited by the proven industrial loT expertise of the ESS
segmentand could also take advantage of the profound
ESS IT-Security competence.

Furthermore, ECMS expanded the activities in the
microchip placement process area by offering a wafer
backend process. With this new business field, the
segmentis now able to actas a one-stop-shop for

all manufacturing steps from raw wafer product to

fully fitted circuit board in less than 8 weeks. This
offers a substantial reduction of the time-to-market

for the customers. The setup of the new production
infrastructure guarantees ECMS a technological cutting
edge for the next 3-5 years. The early integration in the
customer process leads to a substantial reduction of the
coordination efforts and related costs. First customers
already valued this competitive advantage and started
new projects with ECMSin 2016.

In addition, ECMS was present during major international
trade fairs in Europe (Compamed, Electronica,

SPS, Embedded World), USA (Medical Design &
Manufacturing, Photonics) and Japan (Nepcon) to show
its capabilities. On the exceet booths, ECMS experts
were able to win and inspire new prospects and intensify
established customer relationships. Hereby, customers
and prospects were able to benefit from the bundled
expertise of all exceet segments.

ECMS continuously invests in production improvements
and the optimization of quality assurance- and
production processes to strengthen its market position.
The ECMS locations Berlin/DE and Rotkreuz/CH were
certified in 2016 according to the internationally
recognized EN 9100 standard, which confirms the
compliance with quality management standards for
aerospace. In gaining EN 9100 certification, ECMS is
prepared with its special competences for new avionic
industry clients and is listed in the international Online
Aerospace Supplier Information System (0ASIS)
database as an EN 9100-compliant supplier.

In 2016 ECMS continued the streamlining of operations
and shifted production capacities in cooperation with its
customers from Rotkreuz/CH to Ebbs/AT. This enables
ECMS to focus oniits high and long-time engineering
competence in Rotkreuz by using the efficient
production facility in Ebbs as an extended working
facility.
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EXCEET SECURE SOLUTIONS (ESS)

The ESS segment (7% of Net Sales 2016] is focused

on secure connectivity mainly based on IT Security and
industrial Internet of Things (loT) projects and solutions.
Within all 1oT projects, the segmentrecorded a strong
demand for concept development, customer specific loT
hardware, loT software and especially process specific IT
Security consulting, products and services. The segment
also furtherimproved eHealth, eSignature and Hardware
Security Module (HSM] related developments and sales
activities.

To complete its portfolio, ESS started to adaptits
signature software according to the actual elDAS
regulation. In the reporting period the segment reached
an important milestone in its productand services
strategy, whereas its trust center was certified
according to the international eIDAS (Electronic
Identification and Services) regulation. As one of the
first German providers, ESS is now able to offer qualified
time stamps according to this European wide regulation.
The IT-Security specialist will offer this new software

in combination with its long-term HSM expertise and
leads the way for cost efficient, high volume signing of
electronic documents and data — legally accepted all
over Europe.

REDUCED COMPLEXITY

exceetstreamlined its corporate organization and capital
structure in 2016 to strengthen its focus on smart

and secure electronics. In July 2016 the outstanding
warrants and rights to convert outstanding Class B and
CSharesin Class A Shares expired. Subsequently, the
shareholders approved the cancelation of all B-and C
Shares at the extraordinary shareholder meeting on 15
September 2016. This simplified the capital base to one
single share category and reduced the total number of
shares to 20,523,695 shares (Class A Shares).

In addition, exceet sold as of 30 September 2016 its
card business through a Management-Buy-0ut (MBO).
This transaction was in line with the operational focus
on opto-electronics & sensor systems, smartand
embedded electronics & industrial loT solutions as well
as high-end miniaturized printed circuit boards (PCBs).
The reduced complexity of the group allowed lowering
the future overhead costs by adjusting the management
structure as of 1 January 2017.

The Group now has a dilution-free, transparent capital
base and a stringent business model focussed on
smartand secure electronics. The company favours
lean structures and flat hierarchies that will be further
optimized. The management board structure will
exclusively consist of the positions of CEQ and CFO,
currently held by the same person. The business
segment organization will be replaced by the second
level management team reporting directly to the
management board. The team will be supported by
limited group functions related to business and technical
developmentas well as sales activities.

The Company’s authorized share capital currently
amounts to 20,523,695 Class A Shares (Public Shares).
450,000 Class A Shares are held in treasury by the
Company (see exceet Group Consolidated Financial
Statements note 13 “Equity”).

The market capitalization of exceet Group SE
accumulated to EUR 81.7 million at 1 January 2016
and reached EUR 51.3 million at 31 December 2016
due to the decrease of the share price from Euro 3.98
to Euro 2.50. The final share price of the year 2016,
was recorded at the 29 December 2016 on a XETRA
trading volume of 607 shares. On the last trading day

i
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of the year, 30 December 2016, no trading volume in
exceet shares was recorded on XETRA. The cumulative
XETRA trading volume amounted to 749,139 shares for
the entire year (after 333,718 shares in 2015) of which
183,339 shares were traded between October and
December 2016.

Currently, exceetis covered by the investment and
research banks Hauck & Aufh3user Institutional
Research (http://www.ha-research.de) and
KeplerCheuvreux (http://www.keplercheuvreux.com).

On 26 July 2016 the conversion right for holders of
Class B and Class C Shares contained in the articles of
association of the Company expired. At the extraordinary
general meeting (the “EGM”) held 15 September 2016,
shareholders agreed to the decrease of the Company’s
issued share capital by an amount of Euro 216,000.00
from Euro 527,960.16 to Euro 311,960.16 through the
cancelation of all (i) 5,210,526 redeemable Class B
Shares and (i) 9,000,000 redeemable Class C Shares
from their holders at their accounting par value.

The exceet Public Warrants (ISIN LU0O472839819)
expired on 26 July 2016 inaccordance with clause 9.2 of

EXCEET SHARE PRICE DEVELOPMENT 2016
High
Year 2016:

4.5

35

2.5

Euro 4.15 (07.03.2016)

theirterms and conditions and have been automatically
and immediately canceled on 27 July 2016.

From year-end 2015 (Euro 3.98) to year-end 2016

(Euro 2.50) exceet shares lostabout 37%. On XETRA, 89
trading days ended without any turnover volume of shares.
On a further 50 trading days the trading volume on XETRA
was below 500 shares per day. This caused an overall high
volatility on extremely low volumes. The total number of
traded sharesin 2016 (749,139) amounted to less than
4% of the total number of Class A Shares outstanding. 40%
of the total number of shares thathad been traded were
traded in the first quarter. There, on 7 March 2016 the
share price was marking the year high of Euro 4.15.

The general equity market environment as measured

by the international index-performances over the year
showed 2016 a pronounced divergence. The best
performing index was the Dow Jones Industrial Average,
which increased by 13.4%, followed by the Nasdaq
Composite (+7.5%) and the German DAX 30 with a plus of
6.8%. European equities in general, as measured by the
Eurostoxx 50, ended the year slightly positive with +0.7%.
On the other side, the Swiss SMl lost 5.6% and the German
technology stocks reflected in the TecDAX lost 1%.

Low
Euro2.11(10.11.2016)
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OVERALL ECONOMIC ENVIRONMENT

In 2016, the general environment for the business of
exceethas to be described again as challenging due

to a continued wide spread caution within the Group’s
customer base. Reasons are the various macroeconomic
and political concerns in the course of the year that

also found their expression in volatile equity market
reactions. But finally equity prices turned out resilient

in Europe and the US, as growth and earnings concerns
were countered by a majority of encouraging quarterly
results. On this background, exceet’s engineering project
cycle managed to follow a stable path developing a
number of innovative technological solutions forits
customers.

Until summer, growth forecasts were dominated

by deflation worries, bank sector concerns, global
indebtedness and possibly failing Quantitative Easing
(OE) policies. Capital markets had been anticipating the
threat of an erosion of confidence, sending share prices
sharply down with the DAX marking 8,750 points by mid-
February before recovering. As of March, the European
Central Bank (ECB) keeps its key rate at zero and
demands penalty rates of minus 0.4% for bank deposits.
The QE program has been extended to corporate bonds
in the second quarter coinciding with the 10 Year
Government Bond Yield reaching negative territory for
the first time ever. Recently, the ECB confirmed its rates
and inflation target of 2% and prolonged its QE program
until December 2017 while reducing the monthly
volume from EUR 80 to 60 billion. Whether this can be
interpreted as a smooth entry into a tapering process

is still unclear among observers. According to the ECB,
Eurozone inflation will reach 1.3% in 2017 and 1.7% in
2018 due torising oil prices. Since summer markets
shifted their awareness to political developments, the
Brexitvote and Donald Trump’s election as US president.

UK growth might profit from the weakness of the

British Pound and the government could possibly lower
corporate taxes significantly and negotiate bilateral

free trade agreements to make up for the loss of the

EU common marketin the case of a “hard Brexit”. In the
US, markets currently bet on a parallel of the economic
program of the new US administration to the era of
“Reaganomics” where US growth reached 3.8% on
average between 1983 and 1989 while growth reached
merely 1.6% in 2016. But as a major difference, the
readiness to suspend free trade agreements seems to
be given now. The US monetary policy, therefore, might
need adjustments as the possible inflationary effects

of the new US fiscal policy consisting of public spending
programs and tax cuts are not clear. Currently, markets
are anticipating three further steps upward in the Fed
Funds interest target range from actually 0.5 - 0.75
percent. Germany, the biggest European economy
recently reported a surprisingly healthy GDP growth of
1.9% for 2016, the strongest figure since 5 years, mainly
driven by private (+2.0%) and public demand (+4.2%) but
also by a long waited-for moderate pick-up of investment
in machinery and equipment (+1.7%). The latest growth
projections by the IMF for 2017 are as following: World
3.4% (2016:3.1%), US 2.3% (2016: 1.6%), Eurozone 1.6%
(2016:1.7%).

The national central banks’ projections 2017 are for
Germany 1.8%, Switzerland 1.5% and Austria 1.5%. This
means that general GDP growth forecasts in exceet’s
major markets remain uninspiring and surprises,
according to the Global Risk Report, published by the
World Economic Forum, could well be on the downside,
as global protectionism seems to be on the rise. Political
pressure could result from the elections in France,
Germany and the Netherlands. And additionally, the EU
again could be confronted with fresh budget problems in
Italy and in Greece.
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SECTOR-SPECIFIC ENVIRONMENT

Electronics

According to latest available global market data provided
by the German Electrical Industry Association (ZVEI]

in September 2016, the world electronics marketin

this study was expected to grow by 3% in 2016 and

by 4% in 2017. Above average growth was forecasted

for Asia, exceptJapan and South Karea. China, which

is accounting for 37% of the worldwide electronics
production, was expected to continue its growth almost
twice as strong as the overall market growth figure.
Among the western countries, Europe’s expected growth
rate of 3% for 2016 and 2017 as well, was slightly
underperforming the global average and the US market’s
growth was seen even a bit below the European level. The
German electrical industry, accounting for a market size
of about EUR 178 billionin 2015, in the same study was
expected to have increased total output by 2% in 2016
followed again by 2% in 2017. But recently published
figures showed an unexpected weak performance of the
industry in Germany in the final quarter of 2016 bringing
down the growth rate to merely 0.2% for the entire year
2016. This might put pressure on the upcoming growth
assumptions for the industry in Germany in 2017.

In the German market, roughly three quarters of the
total production is dedicated to industrial applications
and investment goods with specific technological
requirements. This explains why lagging overall
investmentin Germany has led to a subdued growth of
the German electronics industry for a while. Butin the
light of major market trends, investment has to pick up
and electronics made in Germany (the same applies

to Switzerland and Austria) should be able to improve
gradually their world market position.

The 2016 Global Outsourcing Survey by Deloitte
Consulting among large cap corporations worldwide —
of which a majority of 60% achieved annual revenues
in the range from 5 billion to more than 25 billion
Dollars — outlines that a growing number of CEQs (35%
actually) regard outsourcing not only as an instrument
of costcutting, butincreasingly as an important driver
of value-enhancing innovation and growth. According
to Plunkett Research, outsourcing and offshoring

still play pivotal roles in manufacturing, butalso in
research and development. In the electronics market
nearshoring and reshoring is regaining ground and high

tech manufacturing collaboration, software design

and design of engineering and components fuels
research efforts in major companies. The business
model of exceet responds advantageous to such
developments. Clearly industrial OEM’s tend more

and more to outsource their product development

and industrialization to external engineering and
manufacturing partners while maintaining proximity and
co-engineering on site to gain a maximum of flexibility,
quicker access to know-how and shorter cycles until
time-to-market. In the case of markets addressed by
exceet, competitive know-how has to be defined by the
following parameters: miniaturization plus performance,
combination of hardware and software and secure
connectivity and data handling in loT infrastructures.
Furthermore, as traceability and compliance are setting
increasingly the frame for the industrial production of
complex, low-volume product series, differentiation by
certification gets important.

A global survey by KPMG among corporations worldwide
suggests that the next three years are widely considered
the crucial transformation phase into the digital age.

The main drivers behind this development are the
Internet of Things” (loT) and

» o«

areas “Cloud Computing”,
“Artificial Intelligence”. exceet’s business activities

focused on its major end markets “Health” and “Industry”
are strongly involved into these specific areas of growth.

Health

The German industry association of medical technology,
Spectaris, is forecasting a final growth rate of 2.5% for
the German marketin 2016. For the current year, an
overall growth rate of 3% is expected. In an international
context, the German Electrical Industry Association
(ZVEI] forecasts a growth rate of 6% in 2017 for the
electronics-based medical technology industry globally.
This is the highest growth rate among all electronic sub-
industries surveyed worldwide. Many classic electrical
OEM manufacturers have experienced comfortable
growth and margins for years in their MedTec segments.
But the industry is confronted for quite a while with
rising price pressure and several structural changes.
New players from the IT/Software/Data and Telecom
industries are entering the health services markets and
form alliances with traditional hardware suppliers who
are restructuring their operations and trying to catch new
trends like mass personalization and industrialization of
medical services. The health market tends to individual
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prevention by monitoring, tracking and digital coaching
with the help of digital assistants. These processes
produce rapidly growing data volumes being recorded
by devices such as GPS-capable wearables or smart
watches. Exchanging and analyzing these datain a
cost-efficientand secure mannerin loT and public key
infrastructures attracts new eHealth business models,
often carried forward by start-ups. On the one hand, the
new value chains are highly dependent on hardware
and specific electronic elements like chips, sensors,
optical devices, loT-backbones and gateways. On the
other hand, a bundle of certified services like trust
center services, management of digital identities and
digital signatures, secure storage of cryptographic keys,
etc. are essential. The shape of digital assistants most
probably will also experience a variety of new formats
in the upcoming years. This again should trigger even
higher demands for smartand secure electronics and
related services.

Industry

Asitis the case for the global MedTec industry, also
the classical sectors of industrial production such as
electrical and mechanical engineering, automotive
and semiconductors are continuously asking for
highly miniaturized smartand secure electronic
devices of utmost quality and reliability. Sophisticated
packaging technologies like Chip on Board (CoB), Flip
Chip (FC) and System in Packages (SiP) have become
standard solutions in more and more applications
thatrequire extreme density in smallest spaces.

(share of total net sales)

Health 45%

According to the Semiconductor Industry Association
(SIA] especially the semiconductor industry is going
to envisage stronger growth in the next two years as
new fast-growing markets and applications within the
areas cloud computing, loT and artificial intelligence/
digital assistants are addressed. After an almost flat
developmentin 2016, SIA is estimating total sales
growth of about 3.3% for 2017 and 2.3% for 2018.
Currently smart cars and autonomous driving as

one prominent application of intelligent assistants is
considered to be a substantial growth driver for the
producers of smart electronics and chips. But beyond
mobility, the expected roll out of intelligent assistants
willinclude a broad variety of smart applications that
have one common feature; they digitally respond to
major demographic trends and they will demand strongly
rising volumes of chips and miniaturized intelligent
electronic components, modules and systems. One
main feature of intelligence will be automated and
certified security in data flows and communication

as offered by exceet. However, the industrial markets
are highly competitive and in some product areas
characterized by declining prices. As outlined in the
study “Microelectronics made in Germany — Driver for
Innovation and Digitalization” published by the German
ministry of education and research, differentiation
parameters are even higher miniaturization and
complexity, multi-functionality, autonomy and
connectivity, reliability in secure architectures, energy
efficiency and the integration of hardware and software
competences.

Industry 55%

2015/2016
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NET ASSETS, FINANCIAL POSITION
AND RESULTS OF OPERATIONS

RESULTS OF OPERATIONS

Increasing sales volumes generated by existing and
new projects were finally able to partially compensate
with a time lag for the missing sales out of the top line
weakness at the beginning of the year. However, the
lower sales attributed to a number of projects being
atthe end of their life cycle in Rotkreuz/CH and the
lower request for PCB deliveries caused by the reduced
production volumes of a few OEM customers at the end
of the year was stillimpacting the revenue and margin
developmentof 2016.

exceet’s continued operation revenue of EUR 135.3
million (2015: EUR 136.4 million) decreased by 0.8%.
The weaker exchange rates of the Swiss Franc and the
US dollar versus the Euro reduced the consolidated net
sales by 0.6% or EUR 0.9 million. On an organic basis, net
sales 2016 declined by 0.2% (2015: decline of 8.7%).

On 31 December 2016 exceet’s order backlog for the
continued operations (excluding the sold card segment]
amounted to EUR 92.2 million which is 19.9% higher as

EXCEET’'S QUARTERLY NET SALES DEVELOPMENT
(in EUR million)

of 31 December 2015 (EUR 76.9 million] and reflects a
book-to-bill ratio of 1.13 (2015: 1.00).

The Group achieved with its continued operations in
2016 sales of EUR 31.5 millionin Q1, EUR 33.9 million
in 02, EUR 34.4 millionin 03 and EUR 35.5 million in the
fourth quarter. This resulted in a steady upwards trend,
ending with the strongest quarterin 04 2016 since the
beginning of 2015.

The combination of the reduced contribution out of

the lower sales level, lower average margins out of the
sales mix and inventory adjustments of EUR 0.7 million
related to the downsizing of the operations in Rotkreuz/
CH reduced the Gross Profit (continued operations) by
EUR 3.3 million to EUR 17.2 million or 12.7% of net sales
(2015: EUR 20.5 million or 15.0%). This topside effect
on the EBITDA-Margin was diminished by a reduction

of distribution costs of EUR 0.3 million and reduced
administrative expenses of EUR 0.7 million. The EBITDA
(continued operations) amounted to EUR 8.1 million or
6.0% of net sales (2015: EUR 10.0 million or 7.3%).

2015 2016
136.4 1353
356 335 33.1 34.2
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Depreciations, amortizations and impairment charges
(continued operations) in the amount of EUR 12.5 million
were up by EUR 4.2 million against the previous year
(2015: EUR 8.3 million]. EUR 4.8 million (2015: EUR 5.0
million] relate to the depreciation of tangible assets,
EUR 3.3 million (2015: EUR 3.3 million] relate to the
amortization of intangible assets. In addition, exceet
impaired 2016 the goodwill of exceet electronics AG in
Switzerland by EUR 3.0 million to reflect expected lower
future cash flows, the impairment of intangible assets
related to customer relationships of EUR 1.0 million

due to end-of-life projects of the downsized ECR AG
operations in Rotkreuz/CH and also impaired capitalized
development costs of EUR 0.4 million in exceet Secure
Solutions GmbH.

The net financial loss of EUR 1.1 million (2015: net
financial loss of EUR 1.9 million] includes a negative net
foreign currency effect of EUR 0.3 million (2015: loss of
EUR 2.6 million) and interest costin the amount of EUR
0.7 million (2015: EUR 0.6 million). The foreign currency
effectis non-cash andincludes value adjustments of
EUR 0.2 million on Euro intercompany loans given by the
Swiss holding to finance other group companies (2015:
minus EUR 2.1 million). These valuation adjustments

reflectin 2015 the substantially weaker EUR against
CHF rate of 1.0835 (31.12.2014: 1.2024).1n 2015 a gain
of EUR 1.4 million was realized out of the revaluation of
the exceetwarrants. The warrants expired on 27 July
2016. However, from this cancelation exceet reflected a
small gain of Euro 20,000 out of the warrant revaluation
(2015: gain of EUR 1.4 million).

The group result 2016 of minus EUR 31.4 million

(2015: minus EUR 1.2 million), included the loss from
discontinued operations of EUR 9.7 million and the
deconsolidation loss out of the sale of the IDMS segment
with EUR 14.6 million, the impairment of assets of EUR
4.4 million as well the loss from continued operations of
EUR 2.7 million (2015: loss of EUR 1.4 million).

The calculation of basic earnings per share (EPS) on 31
December 2016 is based on the netloss from continued
operations attributable to the shareholders of exceet
Group SE of EUR 7.1 million for 2016 (2015: loss of

EUR 1.4 million) and the weighted average number

of 20,073,695 ordinary Class A Shares outstanding.
The Class B/C Shares have been canceled as of 15
September 2016.

Earnings per Share Continued Operations 2016 2015
Profit/(Loss) for the year (in EUR 1,000) attributable eSS AShares G I DN .o
to shareholders of the Group Class B/C Shares 0 (565)
Class AShares 20,073,695 20,073,695
W8|ghted average numberof Ordinarg ShareS OUtStaﬂdiﬂg .......................................................................................................................................................................
Class B/C Shares 0 14,210,526
Class AShares (0.35) (0.04)
Basic earnings/“oss] Pershare [Euro/share] .......................................................................................................................................................................
Class B/C Shares 0.00 (0.04)

SEGMENT REPORTING

Electronic Components, Modules & Systems (ECMS)
Segment sales decreased slightly by 0.5% to EUR 126.2
million (2015: EUR 126.8 million) mainly caused that
new projects which did not compensate the lower sales
attributed to a number of projects being at the end of
their life cycle in Rotkreuz/CH and the lower request
for PCB deliveries caused by the reduced production
volumes of a few OEM customers at the end of the year.
In 2016, EBITDA reached EUR 12.9 million against EUR
15.1 millionin 2015.The EBITDA margin decreased

accordingly from 11.9% in 2015 to 10.3% in 2016. Main
reason is the project mix and the notin line to the actual
level of sales adjustable personnel costs due to the
need to push sales and development activities for future

projects.

exceet Secure Solutions (ESS)

The ESS segment achieved sales (all third party net
sales) of EUR 9.2 million during the reporting period
(2015: EUR 9.6 million). The segment is focused on
secure remote services, IT Security and industrial
Internet of Things (loT) projects and solutions. The
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technical development for a structured offering of secure
connectivity in the market was continued in 2016. As of
31 December 2016 the costs of current projects of EUR
1.3 million (2015: EUR 0.3 million) have been capitalized
as work in progress with expected future revenues.

ID Management & Systems (IDMS) — discontinued
operations

The IDMS segment provided cards, personalization
and related services for loyalty, paymentand urban
mobility markets. The segment was sold effective
on 30 September 2016 (for further details see
Group Consolidated Financial Statements note 29
“Discontinued Operations”).

BALANCE SHEET POSITIONS

As of 31 December 2016, the total assets of exceet
Group amounted to EUR 151.8 million, compared to EUR
186.6 million as of 31 December 2015.

The non-current assets amounted to EUR 70.4 million
(2015: EUR 96.9 million) and decreased by EUR 26.5
million whereof EUR 23.0 million were related to the
IDMS segment. On a comparable basis this position
included tangible assets of EUR 29.1 million (2015 on a
comparable basis: EUR 28.1 million], intangible assets
of EUR 38.6 million (2015 on a comparable basis: EUR
44.6 million) and other non-current assets of EUR 2.7
million (2015 on a comparable basis: EUR 1.2 million).
The reduction of the intangible assets was driven by the
regularamortization, the impairment of goodwill of EUR
3.0 million due to expected lower future cash flows of
exceetelectronics AG in Switzerland and the impairment
of assets related to customer relationships of EUR 1.0
million due to the end-of-life projects of the downsized
ECR AG operations in Rotkreuz/CH. The higher amount
of other non-current assets of EUR 1.5 million includes
mainly a working capital related loan to the IDMS
segment of EUR 1.5 million, which was prolonged till 31
December 2017 with the sale of the IDMS segment.

Current assets amounted to EUR 81.4 million, compared
to EUR 89.6 million at year-end 2015. The decrease

of EUR 8.2 million is mainly caused out of the sale of

the IDMS segment with EUR 13.7 million. Inventories
rose by EUR 2.9 million to EUR 28.7 million (2015 on a
comparable basis: EUR 25.8 million). Receivables stayed
stable at EUR 19.0 million (2015 on a comparable basis:

EUR 18.7 million). On a comparable basis currentincome
tax receivablesincreased by EUR 0.4 million and other
currentasset positions by EUR 0.2 million.

At the end of the reporting period, exceet Group’s equity
amounted to EUR 84.1 million, against EUR 105.5 million
as of 31 December 2015. This represents an equity ratio
of 55.4% (2015: 56.5%).

The decrease of the current liabilities by EUR 2.1 million
to EUR 23.7 million as of 31 December 2016 (2015:

EUR 25.8 million] includes an decrease of EUR 7.9 million
out of the sale of the IDMS segment as well the increase
of trade payables of EUR 1.5 million, borrowings of EUR
4.6 million (EUR 4.7 million reclassified from long-term
borrowings — see exceet Group Consolidated Financial
Statements note 14 “Borrowings”], accruals of EUR 0.4
million and the net decrease of other smaller positions
within the current liabilities of EUR 0.8 million.

Non-currentliabilities decreased by EUR 11.2 million
from EUR 55.2 million at year-end of 2015 to EUR 44.0
million. This change is based on the sale of the IDMS
segment with EUR 4.2 million as well as the decreased
long-term borrowings by EUR 6.5 million (EUR 4.7 million
reclassified to short-term borrowings), the increased
retirement benefit obligations by EUR 1.2 million, the
decreased tax liabilities by EUR 1.2 million and the
decrease of other non-currentliabilities of EUR 0.5
million.

Financial situation

Cashand cash equivalents decreased from EUR 33.3
million to EUR 30.9 million. This decrease of EUR 2.4
million can mainly be attributed to the netreceived cash
of EUR 9.9 million out of the sale of the IDMS segment,
the negative free cash flow of EUR 10.7 million and the
outflow of cash for financing activities - mainly financial
leasing. The free cash flow of the continued operations
(excluding the impact of the sold IDMS segment of EUR
minus 3.9 million) amounts to EUR minus 6.8 million.
This includes the cash inflow of EUR 6.4 million out of the
operations, EUR 2.2 million for investments into the net
working capital, EUR 7.1 million for capital expenditures
(including EUR 1.4 million out of financial leasing), EUR
3.2 million for tax payments and EUR 0.8 million for
interest payments.
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The net debt position as of 31 December 2016 amounts
to EUR 5.4 million (2015: EUR 8.1 million]. With the sale
of the IDMS segment exceetis obliged to reduce his
bank debt by EUR 4.7 million (CHF 5.0 million) as of 31
March 2017 (see exceet Group Consolidated Financial
Statements note 14 “Borrowings”).

EMPLOYEES

As of 31 December 2016, the Group employed 642 FTE
(2015: 1,021]), representing a decrease of 379 FTE or
37.2% over the past year. The main reduction is related to
the sale of the IDMS segment with 378 FTE. On the basis

EXCEET'S EMPLOYEES BY ACTIVITIES

Research &
Development:
101

Sales &
Marketing:
67

Production &
Technical:

62 413

643 FTE

2015

NON-FINANCIAL PERFORMANCE INDICATORS

Staff as a key success factor

exceetis an attractive employer, offering interesting job
prospects in an international environment. The loyalty
of our employees and their motivation and expertise
representimportantsuccess factors, and a great
competitive advantage.

The human resource strategy supports the core
objectives of the corporate strategy. exceet’s HR
strategy focuses on competitiveness and diversity.

Capital expenditures

Net capital expenditures of continued operations,
including financial leasing, of EUR 7.1 million (2015:

EUR 4.7 million), representing 5.3% (2015: 3.4%) of
revenues, were invested in property, plant, equipment
and software during 2016. Main investments were EUR
2.2 million for equipment of the opto-electronic and
wafer backend production as well EUR 2.5 million into the
machinery and infrastructure of the PCB production.

of continued operations, 308 FTE (2015: 297]) were
employed in Germany, 81 (2015: 67) in Austria, 238
(2015: 263) in Switzerland, and 14 FTE (2015: 16)
in Romania and 1 FTE (2015: 0] in USA.

Research &
Development:
99

Sales &
Marketing:
62

Management &
Administration:

67 414

642 FTE

2016

Specifically, this strategy entails the forward-looking
establishment of expertise through selected talent
recruitmentand promotion as well as the attractive and
flexible structuring of working conditions.

In due consideration of individual qualification and the
integration capacity of an applicant, exceetaims to
enhance the quota of female staff on all hierarchy levels.

Afurther focus of personnel managementis to support
employees’ personal and professional development.
Due to the intensely competitive environment, special

Production &
Technical:
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significance is also allocated to recruiting specialist and
managerial staff to realize complex customer projects
and to further standardize internal processes and
systems.

The number of employees (full-time-equivalent) as of
31 December 2016 was 642 (continued operations
2015:643), divided into production & technical: 414
(2015: 413), management & administration: 67 (2015:
62), sales & marketing: 62 (2015: 67), and research &
development: 99 (2015: 101).

Corporate responsibility

exceet supports projects in the environmental, social
and scientific areas, thereby reflecting the Group’s
corporate responsibility. exceet contributes actively to
environmental protection through its careful handling
of natural resources, avoidance and recycling of
production waste, and development of energy-saving
products. Productinnovations that enable intelligent
and efficient use of energy are an example of the Group’s
commitment in this field. The Group also benefits

from close partnerships and collaborations with

public and private research institutions and research
and technology businesses, such as the Fraunhofer
Institute of Reliability and Microintegration (IZM), the
German Federal Ministry of Education and Research
(BMBF) or the Leibniz Institute for High-Frequency
Technology (Ferdinand-Braun-Institut, Leibniz-Institut
fur Hochstfrequenztechnik].

Sustainability

As a diversified technology group, exceet provides
innovative products and solutions worldwide that
secure sustainable success for our customers and
therefore contributes continuously to global sustainable
development. This is based on a responsible corporate
management geared to long-term value creation.

Development and technology investments

The availability of qualified development capacities

and state-of-the-art production technologies is key for
exceet’s business model. The research and development
expenditures for the year 2016 amounted to EUR 7.9
million (2015: EUR 7.4 million), representing 5.8% of the
Group’s net sales. Due to this unchanged high level of
investments in developmentand technology, exceetis
expecting to keep the technology and quality leadership
for customers benefit.

exceetis exposed to numerous risks and opportunities
as partof its business activity; these are invariably
linked to the Group’s commercial activities. exceet
adopts a comprehensive risk management strategy
through the Group for early detection and control of
risks and to benefit from opportunities resulting from
operating activities or improved market conditions.
Abalanced risk profile is observed in every decision-
making instance. The risk policy is oriented on the
objective of securing and enhancing exceet’s position
inits markets in order to achieve a long-term increase
inthe Company’s value. The Board of Directors and

the Management Board have established an internal
control system for the diverse organizational, technical
and commercial processes within the Group. A central
component of exceet’s risk policy is to take risks only if
there is a high probability that the associated business
activities will provide added value for the Company. The
underlying requirement is that the risks must always
remain transparent and manageable.

OPPORTUNITY MANAGEMENT

The Management Board of the Group regularly debates
the Group’s strategic opportunities. The task of the
Group’s companies is to identify opportunities at the
operational level and to improve earnings performance
where possible.

RISK MANAGEMENT

exceetmanages company risks with a group-wide risk
management system, which is an integral component

of the business processes and a significant element of
the decision-making in the company. This permits timely
identification of potential risks arising in connection
with business activities, as well as risk monitoring and
limitation using suitable control measures. At the same
time, the risk management system serves as a tool to
help seize opportunities in the best possible manner

in terms of the Group strategy. The risks relevant for
exceet Group can be divided into external, i.e. market and
sector-specific risks, as well as internal risks. The latter
include strategic, financial, operational and company-
related risks.
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SECTOR- AND MARKET-RELATED RISKS

Sustained weak economic development or a downturn of
the economy, particularly in Europe, as well as upcoming
trade barriers can have a negative impact on demand for
exceet products. This would resultin decreasing sales and
margin pressure. exceet counters these risks by way of
constantly improving its technology leadership position

in all segments with permanent and comprehensive
developmentactivities and state-of-the art manufacturing
processes. In addition exceet is constantly developing
promising market segments and strictly managing its fixed
costs and focussing on the core competences in smartand
secure electronics.

STRATEGIC RISKS

To improve the actual market position, exceet pursues
partof its growth via strategic acquisitions in sectors
and markets relevant to exceet. If the Company is not
able to identify suitable companies in the future or not
able to successfully integrate the acquired companies
into the Group, this could have a negative impacton the
Group’s competitive position, growth opportunities and
profitability. However, these risks are considered to be
minimal, given the long-term experience of Management
and the conservative acquisition policy.

INTEREST RATE, LIQUIDITY AND CURRENCY RISKS
exceetis exposed tointerestrate, liquidity and currency
risks as part of its business activity. Derivative financial
instruments are used from time to time in order to
limitinterestrates. This relates to specific hedging of

the risks arising from operational business. Financial
instruments entered into and yet to be entered into are
continually monitored with the aid of the implemented risk
management system.

The Group companies generate revenue mostly in

Euro, Swiss francs and to a smaller extentin US dollars.
Generally, foreign currencies are keptonly if future
payments are expected to be made in the respective
currency. Foreign currency exposure is mitigated by
balancing currency needs among the Group companies.
However, the Group is exposed to foreign exchange risks,
especially with regard to Swiss francs and US dollars. From
time to time the Group is involved in hedging transactions.
Liquidity risks arise where payment obligations cannot be

fulfilled, can be only partially fulfilled, or are fulfilled with
delay due to a lack of liquidity. Solvency is ensured by
way of revolving liquidity planning. The Company also has
adequate lines of credit to achieve short-term flexibility.

CREDIT RISKS

Creditrisks exist regarding financial institutions and
customers. The credit risk with respect to financial
institutions, which has gained significance in light of
the global banking crisis, predominantly arises from
the investment of liquid funds. In order to minimize

a possible risk of default, financial instruments are
mainly entered into with counterparties with prime
creditratings. The credit risk with respect to customers
consists of granting terms of credit and the associated
risk of default. Creditrisk is managed on a group-wide
basis. Credit risks arise from cash and cash equivalents,
and deposits with banks and financial institutions.
Credit exposures to customers, including outstanding
receivables and committed transactions, are managed
by the individual group companies.

QUALITY RISKS

Ensuring maximum and consistent quality of all exceet
products requires close collaboration with all contract
partners. Therefore procurement, production and logistic
risks are all monitored regularly to achieve the target

of maximum and consistent quality. One risk factoris a
potential decrease of product quality. exceet counters
these risks with numerous regular audits and quality tests
by independent testers and quality assurance measures.

LEGAL RISKS

Legal risks in connection with product liability, warranties
oremployment law are comprehensively analyzed by the
Legal Department and, where required, external specialist
consultants. exceetis thus in a position to adequately
counter potential risks in a timely manner. Despite these
measures, the outcome of currentor future actions
cannot be predicted with certainty.

PERSONNEL RISKS

exceet places greatvalue on the proper and respectful
treatment of all employees. However, the Group also
depends heavily on the management board and other
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managers. Loss of managers could have a negative
impact on the development of the Group. exceet counters
this risk by creating a good working environment as

well as attractive remuneration agreements, taking the
Company’s long-term objectives into consideration.

IT RISKS

The availability and efficiency of IT infrastructure and
applications is crucial for the economic performance

of the Group. IT risks consist of the possible failure of
operational and administrative IT systems which could
impair business transactions. A failure of IT systems
could entail existential risks for the Group. exceet
therefore specifically invests in the expansion and
continual development of modern IT systems in order

to ensure functionality atall times and to increase the
effectiveness of processes. Although all IT systems have
multiple safeguards, it cannot be ruled out that data may
be lost, for example as a result of fire, power failures,
system errors, hacker attacks, fraud or terrorism. exceet
has appointed data protection officers according to the
legal requirements in all relevant areas.

EVALUATION OF THE OVERALL RISK SITUATION

Risks that could threaten the continued existence of
the Group are currently not present. The impact on

the risk profil out of the disposal of the card activities

is estimated to be slightly positive as exceetis now
more focussed. Overall, there have been no significant
changes regarding the Group as compared to the end of
the 2015 financial year.

OUTLOOK FOR 2017

From a current point of view, in 2017 a similar sales
progression pattern as in 2016 can be considered
probable. The managementis confident that organic
growth can be achieved in the current year, again with
a better cumulative second half compared to the first
half. Latest order backlog figures are giving confidence,
butthe general economic environmentand possible
effects on customers’ behaviour seem to be fragile.
Operating profitability as measured by EBITDA should
have bottomed outin the last year and a solid base has

been set for higher results again. As communicated
earlier,a more favourable earnings development will be
also supported by the adjusted management structure
generating savings of up to EUR 2.0 million for the entire
year.

The EBITDA margin, which reached 6.0% in 2016, is
expected to improve visibly on a total year basis but a
certain volatility of this figure on a quarterly basis has

to be keptin mind due to the project type business of
the Group. However, exceet’s project cycle is developing
favourably and cost structures have been improved.

The already mentioned new management structure,
starting 1 January 2017, leaves the management board
consisting of the positions of CEQ and CFO, currently held
by the same person. The second level management team
reports now directly to the management board and will be
supported by limited group functions related to business
and technical development as well as sales activities.
Furthermore, exceet has now a dilution-free, transparent
capital structure, which no longer has an impacton

the financial results. The optimization of production

by migrating activities and concentrating them, as it

is the case with the shift of production activities from
Rotkreuz/CH to Ebbs/AT, is a time consuming procedure.
exceet’s customers are involved into that process

as they have to agree to itin principle and renew all
necessary certifications. The downsized electronics
operations in Rotkreuz/CH will focus further on the
promising innovative Swiss market. The management

is expecting a transformation period of up to two years
until the operations at Rotkreuz/CH reach the initial
turnover volume. The also Swiss-based PCB business in
Kissnacht/CH will continue its successful track record.

The managementis committed to its customers and

to organic growth. A further focus will be placed on the
improvement of the operational cash flow generation and
on the effortto improve sustainably the EBITDA margin.
The Group is well positioned in the field of smart and
secure electronics by offering innovative support for
development, industrialization and manufacturing.

SUPPLEMENTARY REPORT

As published on 14 February 2017, Greenock S.ar.l., a
major shareholder of exceet Group SE, has informed the
Board of Directors of exceet Group SE that it has entered
into discussions with a potential buyer of its stake in
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exceetata price of Euro 3.90 to Euro 4.00 per share.
exceet grants the potential buyer the opportunity to
conductadue diligence of exceet. However, the Board
of Directors of exceet Group SE is not yetable to assess,
whether the conditions precedent for the acquisition

of Greenock’s stake by the potential buyer and for the
potential tender offer to the shareholders of exceet
Group SE will be met or not.

Up to end of February 2017, no further noteworthy
operational and structural changes or business
transactions have occurred that would significantly
change the net assets, financial position and results of
operations of exceet Group as compared to

31 December 2016.

exceet Group SE recognizes the importance of corporate
governance. The corporate governance rules of exceet
Group SE are based on Luxembourg law, its articles of
association (the “Articles”], and its internal regulations.
The internal regulations comprise (i) the bylaws of the
board of directors of exceet Group SE, approved on 13
September 2011 (the “Bylaws”), (i) the charter of the
audit committee, approved on 13 September 2011 (the
“Charter of the Audit Committee”}, and (iii) the charter
of the compensation and appointment committee,
approved on 13 September 2011 (the “Charter of the
Compensation and Appointment Committee”).

Electronic copies of the Articles, the Bylaws the Charter
of the Audit Committee as well as of the Charter of the
Compensation and Appointment Committee can be
downloaded from the website of exceet Group SE at
http://ir.exceet.lu/investor-relations/corporate-
governance.

The main characteristics of exceet’s internal control and
risk management systems, as far as the establishment
of financial information is concerned, can be found in the
exceet Group Consolidated Financial Statements under
note 2.8 “Financial risk management”.

THE BOARD OF DIRECTORS
AND THE GROUP MANAGEMENT BOARD

The board of directors is responsible for the strategic

orientation, the organizational principles and material
financial aspects of exceet. Management of the business
as such is delegated to the group management board.
The authority and the responsibilities of the board

of directors and its committees, as well as the rules
governing authority over group management, are set out
in the Bylaws.

COMMITTEES OF THE BOARD OF DIRECTORS

The board of directors as a whole is supported by the
audit committee to obtain information and to strengthen
the supervision and coordination with the auditor. The
audit committee consists of independent and non-
executive directors. The compensation and appointment
committee elaborates the principles concerning the
remuneration of the board of directors and the group
management board. The compensation and appointment
committee consists of independent and non-executive
directors. Both committees meetatleast once a year.

AUDITORS

PwC Société coopérative, Luxembourg, represented

by lead auditor Philippe Duren, has been the statutory
and group auditors of exceet Group SE and the exceet
Group, respectively, since the financial year 2012. The
auditors are elected by the annual general meeting of
the shareholders of the Company for the term of office of
one year.

Information on the composition and function of the
administrative, managementand supervisory bodies
of the Company and its committees can be found in the
exceet Group Consolidated Financial Statements under
note 31 “Ultimate controlling parties and related-party
transactions”.

The following disclosures are made in compliance with
article 11 of the Luxembourg law of 19 May 2006 on
takeover bids, as amended (the “Takeover Law”):

SHARES

The Company’sissued share capital is setat Euro
311,960.16, represented by 20,523,695 shares (the
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“Shares”). The Shares are listed on the regulated market
of the Frankfurt Stock Exchange.

As of 31 December 2016, 450,000 Shares with a par
value of Euro 0.0152 each, representing 2.2% of the
issued share capital of the Company are held by its
as treasury shares to cover the management stock
option plan (see exceet Group Consolidated Financial
Statements note 13 “Equity”).

On 26 July 2016 the conversion rights of holders of
Class Band Class C Shares contained in the Articles
expired. At the extraordinary general meeting (the
“EGM”) held 15 September 2016, shareholders agreed

to the decrease of the Company’s issued share

capital by an amount of Euro 216,000.00 from Euro
527,960.16 to Euro 311,960.16 through the cancelation
of all (i) 5,210,526 redeemable Class B Shares and i)
9,000,000 redeemable Class C Shares from their holders
attheiraccounting par value.

The public warrants of the Company (ISIN
LU0472839819) expired on 26 July 2016 in accordance
with clause 9.2 of theirterms and conditions and have
been automatically and immediately canceled on 27 July
2016.

A copy of the Articles can be accessed at http://ir.exceet.
lu/investor-relations.

RIGHTS ATTACHED TO THE SHARES

Each Share entitles the holder thereof to one vote. All
Shares carry equal rights as provided for by Luxembourg
Law and as set forth in the Articles, including rights to
receive dividends (if declared] or liquidation proceeds.

Holders of the Shares and derivatives or other financial
instruments linked to the Shares may be subject to
notification obligations pursuant to the Luxembourg
law of 11 January 2008 on transparency requirements
regarding information aboutissuers whose securities
are admitted to trading on a regulated market, as
amended (the “Transparency Law”). The following
description summarizes these obligations.

The Transparency Law provides that, if a person acquires
or disposes of a shareholding in the Company Group SE,
and if following the acquisition or disposal the proportion

of voting rights held by the person reaches, exceeds or
falls below one of the thresholds of 5%, 10%, 15%, 20%,
25%,33.33%, 50% or 66.66%, of the total voting rights
existing when the situation giving rise to a declaration
occurs, such person must simultaneously notify the
Company and the “Commission de Surveillance du
Secteur Financier” (the “CSSF”) of the proportion of
voting rights held by it further to such event.

A person mustalso notify the Company and the CSSF

of the proportion of his voting rights if that proportion
reaches, exceeds or falls below the abovementioned
thresholds as a result of events changing the breakdown
of voting rights and on the basis of the information
disclosed by the Company.

The same notification requirements apply to a natural
person or legal entity to the extent he is entitled to
acquire, to dispose of, or to exercise voting rights in any
of the following cases ora combination of them:

(i) votingrights held by a third party with whom that
person or entity has concluded an agreement,
which obliges them to adopt, by concerted exercise
of the voting rights they hold, a lasting common
policy towards the management of the issuer;

(i) votingrights held by a third party under an
agreement concluded with that person or
entity providing for the temporary transfer for
consideration of the voting rights in question;

(i) voting rights attaching to Shares which are lodged
as collateral with that person or entity, provided
the person or entity controls the voting rights and
declares his intention of exercising them;

(iv) votingrights attaching to Shares in which that
person or entity has the life interest;

(v) voting rights which are held, or may be exercised
within the meaning of points (i) to (iv], by an
undertaking controlled by that person or entity;

(vi] votingrights attaching to Shares deposited with
that person or entity which the person or entity can
exercise at his discretion in the absence of specific
instructions from the shareholders;
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(vii] voting rights held by a third party in its own name
on behalf of that person or entity;

(viii) voting rights which that person or entity may
exercise as a proxy where the person or entity
can exercise the voting rights at his discretion
in the absence of specific instructions from the
shareholders.

The notification requirements as setoutin article 12 of
the Transparency Law also apply to a natural person or
legal entity that holds, directly orindirectly:

(i)  financialinstruments that, on maturity, give
the holder, under a formal agreement, either the
unconditional right to acquire or the discretion as
to his right to acquire, Shares to which voting rights
are attached, already issued by the Company, or

(i) financial instruments which are notincluded in
point (i), but which are referenced to the Shares
referred to in that point and with economic effect
similar to that of the financial instruments referred
toin that point, whether or not they confer a right to
a physical settlement.

In addition, where the relevant thresholds are reached

or passed upwards or downwards, the law provides

for the notification of the aggregate amount of voting
rights attached to Shares and those that are notifiable in
connection with the special financial instruments set out
in the preceding paragraph.

The notification to the Company and to the CSSF must

be effected as soon as possible, but not later than six
trading days following a transaction or four trading

days following information of an event changing the
breakdown of voting rights by the issuer. Upon receipt

of the notification, but no later than three trading days
thereafter, the Company must make public all the
information contained in the notification as regulated
information within the meaning of the Transparency Law.

Where within the 15 days preceding the date for which
the general meeting of shareholders has been convened,
the Company receives a notification or becomes aware of
the fact thata notification has to be or should have been
made in accordance with the Luxembourg Transparency
Law, the Board of Directors may postpone the general

meeting of shareholders for up to four weeks.

Among other exemptions, in accordance with article 8(4)
of the Transparency Law, the disclosure requirements do
not apply to the acquisition or disposal of a major holding
by a market maker (teneur de marché) in securities
insofar as the acquisition or disposal is effected in his
capacity as a market maker in securities and insofar

as the acquisition is not used by the market maker to
intervene in the management of the Company.

Any shareholder together with any affiliate (as defined
atarticle 7.4 of the Articles) and any shareholder with
whom such a shareholderis acting as a group and
whose aggregate shareholding exceeds two percent of
the issued Shares at any time or any multiple thereof
must provide the Company with written notice of such
eventwithin four business days of such event, as set
outinarticle 7.4 of the Articles. The foregoing is without
prejudice to the statutory notification obligations of
shareholders of the Company and holders of other
financial instruments related to the Shares.

For purposes of the Articles, “acting as a group”

means, shareholders who cooperate on the basis of an
agreement either express or tacit, either written or oral,
forthe purpose of acquiring, holding, voting or disposing
of Shares. The board of directors of the Company
determines if shareholders are acting as a group and,
absentmanifest error, the determination will be binding
on such shareholders.

RESTRICTIONS ON VOTING RIGHTS
Each Share issued and outstanding in the Company
represents one vote.

The Articles do not provide for any voting restrictions.
Shareholders’ votes are exercisable by the persons who
are shareholders on the record date as further setoutin
article 10 of the Articles, and proxies must be received
by the Company a certain time before the date of the
relevant shareholder meeting, as setoutin article 11

of the Articles. In accordance with the provisions of the
Articles, the board of directors of the Company may
determine any such other conditions to be fulfilled by
the shareholders willing to take partin any meeting of
shareholders of the Company in person or by proxy.
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The Company recognizes only one holder per Share. In
case a Share is owned by several persons, they must
designate a single person to be considered as the sole
owner of such Share in relation to the Company. The
Company is entitled to suspend the exercise of all rights
attached to a Share held by several owners until one
owner has been designated.

Inaccordance with article 28 of the Transparency Law
and in accordance with article 7.4 of the Articles, the
exercise of voting rights related to the Shares exceeding
the fraction that should have been notified under the
respective provisions as set outabove is suspended.
The suspension of the exercise of voting rights is

lifted the moment the shareholder makes the relevant
notification.

SPECIAL CONTROL RIGHTS

There are no special control rights attached to any of the
Shares.

Shareholders

SHARE TRANSFER RESTRICTIONS
As at the date of this report all Shares are freely
transferable.

CONTRACTUAL TRANSFER RESTRICTIONS

Other than the restrictions setoutin the Articles,
exceet Group SEis notaware of any factors, including
agreements between shareholders, which may result
in restrictions on the transfer of Shares or voting rights
attached thereto.

SIGNIFICANT SHAREHOLDINGS

The details of shareholders holding 5% of the Shares

or more as notified to the Company are published

under “Notifications of Voting Rights” on the “Investor
Relations” page at http://www.exceet.lu. Furthermore,
as of 28 February 2017, the Company currently holds
450,000 own Shares (2.2% of the total outstanding
Shares) as treasury shares. The major shareholders
notified to the Company till 28 February 2017 are set out
in the table:

Percentage of total

Number of Shares shareholding notified ®

Shareholder group:

Oranje-Nassau Participaties B.V. (Wendel) V2
Eiflia Holding GmbH Y

Greenock S.ar.|.¥

Mr. Roland Lienau¥

Mr. Ulrich Reutner?

Mr. Robert Wolny

Mr. Jan Trommershausen

14,029,780 68.36%

The shareholdings of the following indirect shareholders are included in the group above:

Vorndran Mannheims Capital GmbH ¥
Wendel SA®)

33.86%
27.80%

6,949,808
5,708,427

Shareholder group:

Argos-Funds 79
Quaero Funds (CH) Swiss Mid and Small Cap Fund ”!

1,824,124 8.89%

U The holdings of Oranje-Nassau Participaties B.V., Eiflia Holding GmbH, Greenock S.ar.l., and Messrs Roland Lienau, Ulrich Reutner, Robert Wolny and Jan

Trommershausen are aggregated by virtue of Article 9(a) of the Transparency Law

2 Oranje-Nassau Participaties B.V. is controlled by Wendel SA
3} Greenock Sér.l.is controlled by Vorndran Mannheims Capital GmbH

4" Vorndran Mannheims Capital GmbH, formerly Ventizz Holding GmbH & Co. KG, has notified thatit holds the Shares indirectly via Greenock S.a r.l.

°) Wendel SA has notified that it holds the Shares indirectly via Oranje-Nassau Participaties B.V.
8 The Company has reduced the number of its outstanding Shares from 39,385,526 t0 34,734,221 as of 21 November 2011 and from 34,734,221 to
20,523,695 as of 15 September 2016. Consequently the percentages indicated in this column diverge from the percentages notified to the Company.

7} Argos-Funds, Luxembourg and Quaero Funds (CH) Swiss Mid and Small Cap Fund, Geneva are indirect holdings of Quaero Capital S.A., Geneva

¥ Argos Funds, Luxembourg holds over 5% individual



EXCEET GROUP MANAGEMENT REPORT

024

SYSTEM OF CONTROL OF THE MANAGEMENT

STOCK OPTION PLAN

exceet Group SE currently has a management stock
option plan (see exceet Group Consolidated Financial
Statements note 16 “Share-based payments”).

The Company currently holds 450,000 Shares as
Treasury Shares to cover obligations arising out of the
management stock option plan. Prior to the allocation
thereof to beneficiaries (and there are none allocated
atthe moment), voting rights attached to the treasury
shares are suspended. Once the Treasury Shares will be
allocated under the existing management stock option
plan, the voting rights will become exercisable by the
relevant beneficiaries.

APPOINTMENT OF BOARD MEMBERS,

AMENDMENTS TO THE ARTICLES

The appointment and replacement of the members of
the board of directors are governed by Luxembourg law
and articles 17 and 18 of the Articles. The Articles are
amended in accordance with Luxembourg law and article
12 of the Articles.

POWERS OF THE BOARD OF DIRECTORS

The board of directors is vested with the broadest
powers to take any actions necessary or useful to fulfil
the Company’s corporate object, with the exception

of the actions reserved by law or by regulation or the
Articles to the general meeting of shareholders.

THE EFFECT OF ATAKEOVER BID

ON SIGNIFICANT AGREEMENTS

The Company is party to finance agreements which
terminates upon a change of control of the Company
following a takeover bid (see exceet Group Consolidated
Financial Statements note 14 “Borrowings”). No other
significant agreements are known which take effect,
alter or terminate in that case.

AGREEMENTS WITH DIRECTORS AND EMPLOYEES

No agreements exist between exceet Group SE and the
members of its board of directors or its employees that
provide for compensation if the members of the board
of directors or employees resign or are made redundant
without valid reason, orif their employment ceases due
to a takeover bid for the Company.
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In accordance with article 3(2] c] of the Transparency
Law the undersigned declares that, to the best of his
knowledge, the consolidated financial statements
prepared in accordance with International Financial
Reporting Standards as adopted by the European Union
(IFRS] give a true and fair view of the assets, liabilities,
financial position and profit or loss of the Company and
of the undertakings included in the consolidation taken
as awhole. The undersigned further declares that, to the
bestof his knowledge, the management reportincludes
a fairreview of the development and performance of
the business and the position of the Company and the
undertakings included in the consolidation taken as a
whole, together with the description of the principal risks
and uncertainties they face.

Luxembourg, 28 February 2017

Wolf-Gimter Freese
Acting CEO & CFO

On behalf of the Board of Directors
and Management Board

exceet Group SE

This annual report contains statements that refer to
the future. Forward-looking statements are generally
characterized by terms such as “could”, “will”, “should”,

»oa

“potential”, “intend”, “expect

» o« » o« » o«

, seek”, “attempt”, “predict’,

» o« » o«

“estimate”, “overestimate”, “underestimate”, “believe”,
‘may’, “forecast’, “continue”, “plan”, “project” or similar
terms and formulations. Forward-looking statements

are based on certain assumptions, outline future
expectations, describe future plans and strategies,
contain predictions on the earnings and financial position
or express other forward-looking information. The
possibilities of predicting results or the actual effects of
forward-looking plans and strategies are limited. Even
though exceet Group SE assumes that the expectations
expressed by these forward-looking statements are
based on appropriate assumptions, the actual results
and developments may deviate significantly from the
information presented in the forward-looking statements.
These forward-looking statements are subject to risks
and uncertainties and depend on other factors, based on
which the actual results in future periods may deviate
significantly from the forecastresults or communicated
expectations. exceet Group SE does notintend, nor shall it
undertake, to update the forward-looking statements on a
regular basis, as these are based solely on the conditions
present at the date of publication.

Date Publication

2 May Interim First Quarter Report 2017 (01)

3 May Annual General Meeting of exceet Group SE
in Luxembourg

7 August  Interim First Half Year Report 2017 Q)

6 November Interim 9 Months Report 2017 (Q111]

exceetintend to be presenton the German Equity Forum
2017 in Frankfurt/M., Germany (27 — 29 November 2017).
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(inEUR 1,000) Note 31 December 2016 31 December 2015

Tangible assets 5 29,086 34,425
......... |mang|b|eassets53355150944
......... Defermdtaxassms?12081382
......... Utherf|nanc|a||nvestmentg1’51?30
......... []thernoncurremrecewames100186

Total non-current assets 70,360 96,947

Inventories 8 28,657 30,440
......... T raderece,vamesnet91895322‘720
......... gthercurremrecewameg1011511462
......... [urremmcometaxrece|vab|es12511005
......... A Ccrued|nc0meandprepa|dexpenge511516?45
......... [aghandcaghequ|va|ems1230’87433256

Total current assets 81,402 89,629
Total assets 151,762 186,576

Reserves 13 83,830 104,960
Equity attributable to Shareholders of the parent company 84,142 105,488
Total equity 84,142 105,488

Borrowings 14 29,358 37,045
......... Retlremembeneﬂwb“gatlons15103119?84
......... Deferredtax“ab”mes?26355486
......... ProwsmnsForOther“ab”mesandCharges206031301
......... Uthernoncurrem||ab|||t|eg1910541‘633

Total non-current liabilities 43,961 55,249

Trade payables 8,077 9,191
......... gthercurrem“ab”mes1922814,258
......... A Ccrue(jexpensesanddeferredmcome1?5??4?13?
......... [urremmcometax|,abl|me5594500
......... Bormw,ngsl469334273
......... Utherfmanc|a|||ab|||t|es18020
......... Pro\“s,onsforother“ab”mesandCharges200360

Total current liabilities 23,659 25,839
Total liabilities 67,620 81,088
Total equity and liabilities 151,762 186,576

The accompanying notes are an integral part of the consolidated financial statements.
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Continued Operations Continued Operations

(in EUR 1,000) Note 2016 2015

Revenue 135,322 136,396
Costofsa|932124[118115] .......................... [ 11593?] .....

Gross profit 17,207 20,459
Gmsspmﬂtmargm .............................................................................................................................................................................................. e e
D|5tr|but|0nexpenge52124 .................................... [9189] .............................. [9475] .....
Adm|n|strat|veexpenses2124 .................................... [9255][9932] .....
omeroperatmgexpenses2124 .................................... [4395] .......................................... 0 .....
Otheroperatmgmmme231253 ..................................... o

Operating result (EBIT)Y (4,380) 1,708
EB/ngrg,n .......................................................................................................................................................................................................... [32%]13% .....
F|nanc|a||ncome1527 .................................. 5 535 .....
F|nanc|a|expen5es ........................................................................................................................................................................................ [27071[8?89] .....
Changesmfa|rva|ue|nf|nanc|a|mstrumems2[] .................................. 1 ,350 .....

Financial result, net 25 (1,060) (1,893)

Profit/(Loss) for the period (31,403) (1,167)
Profit/(Loss) margin (23.2%) (0.9%)
Shareholders of the parent company (31,403) (1,167)
26
Class AShares (0.35) 0.04)
Class B/C Shares n/a (0.04)
26
Class AShares (1.21) 0.01
Class B/C Shares n/a 0.01
26
Class AShares (1.56) (0.03)
Class B/C Shares n/a (0.03)
Operating result (EBIT) (4,380) 1,708
Depreciation, amortization and impairment charges 5/6 12,486 8,299
Operating result before depreciation, amortization and impairment charges (EBITDA)? 8,106 10,007
EBITDA margin 6.0% 7.3%

UEarnings before Interestand Taxes
ZJEammgs before Interest, Taxes, Depreciation and Amortization

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(in EUR 1,000) Note 2016 2015

Profit/(Loss) for the period (31,403) (1,167)

Remeasurements of defined benefit obligations 15 (414) 311
Deferred tax effect on actuarial (gains)/losses ? 110 (197)
Total items not to be reclassified toincome statement (304) 114

Discontinued operations (13,775) (5,565)

Total comprehensive income for the period (21,130) 4,469

The accompanying notes are an integral part of the consolidated financial statements.
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(in EUR 1,000) Note 2016 2015

Profit/(Loss) before income tax ¥ (31,136) (146)

Other non-cash (income)/expenses (216) 2,545

Operating net cash before changes in net working capital 7,073 13,881

Interest paid (909) (926)
Cashflows from operatingactivities (2130) | . %078
D|sposa|ofsubs|d|ar|esnetofcashd|sposed .................................................. o |———— 9,9260 .....
Purchaseoftang|b|eassets ....................................................................................... 5[5’314][1??0] .....
Sa|eoftang|b|easgets ................................................................................................ R e coe”
Purchaseof|ntang|b|eassets ................................................................................... e [ 1,488] ............................................................ [665] .....

Cashflows from investing activities 3,195 (3,846)

Payments of finance lease liabilities (2,816) (3,990)
Cashflows from financing activities (3,689) (4,449)

Cash and cash equivalents at 31 December 12 30,874 33,256

Ul ossbeforeincome tax consists of loss before income tax from continued operations EUR 5,440 (2015: loss of EUR 185) and loss before income tax from
discontinued operations of EUR 25,696 (2015: gain of EUR 39).

2The exceet Group made prepayments to suppliers for equipment which have been reimbursed to exceet Group by the finance lease company. These
payments amountto EUR 721 (2015: EUR 782). These cash flows have been presented in the Cash Flow Statementin the line proceeds from finance lease

prepayments.

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Total
Shareholders
Issued and Share-based Foreign of the
paid-in Capital Treasury payments Retained currency parent
(inEUR 1,000) Note  share capital reserves shares IFRS 2 earnings transl. diff. company
BALANCES AT 1 JANUARY 2016 13 528 65,485 (4,525) 202 28,762 15,036 105,488
Pmﬂt/[l—oss]forthepemd ........................................................................................................................................... [31403] ............................................. [31403] .....
othercomprehenswemcome ......................................................................................................................................................................................................................
Remeasurememgofdefmedbenemobnganons .................. o R R [414] .................................................... [ 414] .....
Deferredtaxeﬁectonremeasuremems ................................ N mEmmm pEmm— ; 10 ...................................................... 110
Reclassmcauonoffore|gncurrencgtranslanonreserve ........ - 1050? .................. 1050?
[urrencytranganonmfrerences ........................................................................................................................................................................... ?0 .......................... ?0
Total other comprehensive income/(loss) for the period 0 0 0 0 10,577
T ive income/(loss) f i 0 0 77
Cancelation of B/C Shares 13 (216)
Total other equity effects (216) 0
R T Ty Ty T T T T e —— N 65485
BALANCES AT 1 JANUARY 2015 13 528 65,485 (4,525) 199 29,815 9,514 101,016

"
7
Currency translation differences 5,522 5,522
Total other comprehensive income/(loss) for the period 0 0 0 0 114 5,522 5,636
Total comprehensive income/(loss) for the period 0 0 0 0 (1,053) 5,522 4,469
Share-based payments 16 3
Total otherequity effects 0 0 0 3 0 0 3
e . 65485 [4525]202 .............. 28?5215036 ............... 105488

The accompanying notes are an integral part of the consolidated financial statements.



EXCEET GROUP CONSOLIDATED FINANCIAL STATEMENTS

032

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

1. GENERAL INFORMATION

exceet Group SE (the “Company’}, is incorporated as a
Société Européenne under the law of Luxembourg. The Com-
pany was incorporated on 9 October 2009 as Helikos SE and
renamed to exceet Group SE on 27 July 2011. The registered
officeisat 115 avenue Gaston Diderich, -1420 Luxem-
bourg. exceet Group SE carried outits initial public offering
on the regulated market (Regulierter Markt] of the Frankfurt
Stock Exchange (Frankfurter Wertpapierbdrse) under the
symbol “EXC” on 4 February 2010.

The consolidated exceet Group SE (the “Group” or “exceet”)
includes all companies in which exceet Group SE, directly or
indirectly, exercises control. Control is achieved when the
Group is exposed, or has rights, to variable returns from its
involvement with the subsidiary and has the ability to affect
those returns through its power over the subsidiary. All com-
panies consolidated into the Group are disclosed in note 30
“List of consolidated subsidiaries of exceet Group SE”.

exceetis aninternational technology Group specialized in
the developmentand production of intelligent, complex and
secure electronics of small and mid-size volumes. The Group
provides highly sophisticated solutions and distinguishes
itself through its technical skill setin embedded intelligent
electronics with a leading position in the health and indus-
trial markets.

To focus the exceet Group on the electronic and secure
solutions activities, the Board of exceet Group SE decided
atthe beginning of March 2016 to start a process to sell the
business segment of ID Management & Systems (IDMS).
This process was completed as of 30 September 2016 with
the sale of the IDMS segment. As a consequence, the group’s
IFRS reporting is splitin “Continued Operations” and “Discon-
tinued Operations”.

The continued operations of the Group are structured in two
business segments: Electronic Components Modules &
Systems (ECMS] and exceet Secure Solutions (ESS).

The ECMS segment (93% of Sales 2016) develops and
produces innovative, complex and integrated electronic
products, with a focus on miniaturization, cost optimization
and a high degree of customization to suit the needs of the
customers. The products and services of the ECMS segment
are aimed primarily at customers in the sectors of medical
and healthcare, industrial automation, security and avionics.

The ESS segment (7% of Sales 2016] is focused on secure
connectivity mainly based on IT Security and industrial
Internet of Things (loT) projects and solutions. Within all loT
projects, the segment provides concept development, cus-
tomer specific lol hard- and software and especially process
specific IT Security consulting, products and services. The
segmentalso engages furtherin eHealth, eSignature and
Hardware Security Module (HSM] related developments and
sales activities.

exceetis mainly focusing on the markets in Europe, butis
also active in the markets of USA and Asia-Pacific. The Group
consists of 14 legal entities with 10 locations in Austria,
Germany, Luxembourg, Romania, Switzerland and the USA.
This setup allows the Group to benefit from specific local
advantages (e.g. customer proximity) and to apply a flexible
production process necessary to fulfill the specific require-
ments of customers.

The discontinued IDMS segment was engaged in design,
development and production of contactand contactless
smart cards, multifunction cards, card reading devices and
related services. It consisted of 6 legal entities with busi-
ness locations in Austria, The Czech Republic, Germany and
the Netherlands.

The consolidated financial statements as of 31 December
2016 were approved by exceet Group SE’s Board of Directors
on 28 February 2017.
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The consolidated financial statements of exceet are
based on the financial statements of the individual
group companies drawn up according to uniform ac-
counting principles at 31 December 2016. They were
drawn up in accordance with the International Financial
Reporting Standards (IFRS) as endorsed by the EU

and comply with Luxembourg law. The consolidated
financial statements have been prepared under the
historical cost convention except for the revaluation of
the public warrants and the earn-out liability that have
been measured at fair value.

The accounting principles applied to the consolidated
financial statements at 31 December 2016 have been
amended to comply with all new and revised IFRS
standards and interpretations adopted by the European
Union (EU] with effective date in 2016:

e IFRS 11 (Amendment] “Accounting for Acquisitions of
Interestin Joint Operations”
(IASB and EU effective date: 1 January 2016)

The amendment requires an acquirer of an interest

in a joint operation in which the activity constitutes
a business (as definedin IFRS 3] to apply all of the
business combinations accounting principles in IFRS
3 and other IFRSs, except for those principles that
conflict with the guidance in IFRS 11; and disclose
the information required by IFRS 3 and other IFRSs
for business combinations.

* IAS 1 (Amendment] “Disclosure Initiative — IASB and
EU effective date 1 January 2016
(IASB and EU effective date: 1 January 2016)

The amendment addresses perceived impediments
to preparers exercising their judgement in presenting
their financial reports.

* IAS 16/38 (Amendment) “Clarification of Acceptable
Methods of Depreciation and Amortization
(IASB and EU effective date: 1 January 2016)

The amendment clarifies that a depreciation method
based on revenue generated by an activity that
includes the use of an assetis notappropriate for
property, plantand equipmentand that revenue is
generally presumed to be an inappropriate basis for
measuring the consumption of the economic ben-
efits embodied in an intangible asset.

* “Annual improvement cycle 2012 - 2014”
(IASB and EU effective date: 1 January 2016)

The cycle 2012 — 2014 represents a collection of
amendments to IFRSs in response to issues ad-
dressed during the cycle for annual improvements to
IFRSs. The standards IFRS 5, IFRS 7, IAS 19 and IAS
34 are affected by these adaptations.

The above standards and amendments adopted by
the Group have no impacton its consolidated financial
statements.

A number of new standards, amendments and inter-
pretations are effective for annual periods beginning
after 31 December 2016 and have not been applied in
preparing these consolidated financial statements.

 I[FRS 9 (New] “Financial instruments”
(IASB and EU effective date: 1 January 2018)

The standard covers the classification, measurement
and recognition of financial assets and financial
liabilities. The complete version of IFRS 9 was issued
inJuly 2014. IFRS 9 retains but simplifies the mixed
measurement model and establishes three primary
measurement categories for financial assets: amor-
tized costs, fair value through other comprehensive
income (0CI) and fair value through profit or loss. The
basis of classification depends on the entity’s busi-
ness model and the contractual cash flow character-
istics of the financial asset. For financial liabilities
there were no changes to classification and measure-
ment except for the recognition of changes in own
creditrisk in OCl for liabilities designated at fair value
through profitorloss.
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The Group is assessing the impact on the cansoli-
dated financial statements.

* IFRS 15 (New) “Revenue from contracts with
customers”
(IASB and EU effective date: 1 January 2018)

The standard establishes the principles that an entity
shall apply to report useful information to users of fi-
nancial statements about the nature, amount, timing,
and uncertainty of revenue and cash flows arising
from a contract with a customer. Revenue is recog-
nized when a customer obtains control of a good or
service and thus has the ability to direct the use and
obtain the benefits from the good or service.

The Group plans to adopt the new standard on the
required effective date and has started the process
to assess the impact of the new standard for its
business models in the ECMS and ESS segments. In
afirst stage, local management has been informed
about the new standard, and in the second stage
the current basis-contracts of the segments will be
reviewed, based on the new revenue recognition
model.

* |FRS 16 (New] “Leases”
(IASB effective date: 1 January 2019 — EU endorse-
ment outstanding]

The standard specifies how to recognise, measure,
presentand discloses leases. The standard demands
from lessees to recognize assets and liabilities for all
leases unless the lease termis 12 months or less or
the underlying asset has a low value. For lessors the
standard substantially carries forward the account-
ing requirements from |AS 17, accordingly a lessor
continues to classify leases as operating or finance
and to account for those two types of leases differ-
ently.

The Group is assessing the impact on the consoli-
dated financial statements.

e IFRS 2(Amendment] “Share based payments”
(IASB effective date: 1 January 2018 — EU endorse-
ment outstanding])

The three amendments eliminate diversity in practice
in the classification and measurement of particular
share-based payment transactions.

The Group does notexpectan impacton the
consolidated financial statements.

* IFRS 4 (Amendment] “Applying IFRS 9 Financial

Instruments with IFRS 4 Insurance Contracts”
(IASB effective date: 1 January 2018 — EU endorse-
ment outstanding)

The amendment provides two options for entities that
issue insurance contracts within the scope of IFRS 4.
The application of both approaches is optional and an
entity is permitted to stop applying them before the
new insurance contracts standard is applied.

The Group does not expectan impact on the consoli-
dated financial statements.

IAS 7 (Amendment) “Disclosure Initiative”
(IASB effective date: 1 January 2017 — EU endorse-
ment outstanding)

The amendment clarifies that entities shall provide
disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financ-
ing activities.

The Group is assessing the impact an the consoli-
dated financial statements.

IAS 12 (Amendment] “Recognition of Deferred Tax
Assets for Unrealized Losses”

(IASB effective date: 1 January 2017 — EU endorse-
ment outstanding)

The amendment clarifies the accounting for deferred
tax assets related to debt instruments measured at
fair value.

The Group is assessing the impact on the consoli-
dated financial statements.
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* |AS 40 (Amendment) “Transfer of Investment Prop-
erty”
(IASB effective date: 1 January 2018 — EU endorse-
ment outstanding])

The amendment clarifies the requirements on trans-
fers to or from investment property.

The Group does not expectanimpact on the consoli-
dated financial statements.

e IFRIC 22 (Interpretation) “Foreign Currency Transla-
tion and Advance Consideration”
(IASB effective date: 1 January 2018 — EU endorse-
ment outstanding]

The interpretation addresses the exchange rate to
use in transactions thatinvolve advance considera-
tion paid or received in a foreign currency.

The Group is assessing the impact on the consoli-
dated financial statements.

* “Annual improvement cycle 2014 - 2016”
(IASB effective date: 1 January 2017/ 1 January
2018 — EU endorsement outstanding)

The cycle 2014 — 2016 represents a collection of
amendments to IFRSs in response to issues ad-
dressed during the cycle for annual improvements to
IFRSs. The standards IFRS 1, IFRS 12 and IAS 28 are
affected by these adaptations.

The Group does notexpect animpact on the consoli-
dated financial statements.

There are no other IFRSs or IFRIC interpretations that
are not yet effective that would be expected to have
a material impacton the Group.

INVESTMENTS IN SUBSIDIARIES

Investments in subsidiaries are fully consolidated.
These are entities over which exceet Group SE directly
orindirectly exercises control (see note 30 with a list
of the group companies). The Group controls an entity

when the group is exposed to, or has rights to, variable
returns from its involvement with the entity and has
the ability to affect those returns through its power to
direct the activities of the entity.

Group companies acquired during the year are included
in the consolidation from the date on which control over
the acquired company is transferred to the Group, and
are excluded from the consolidation as of the date the
Group ceases to have control over the company. For
the consolidated entities, 100% of assets, liabilities,
income and expenses are included. Intercompany bal-
ances and transactions (including unrealized profit on
intercompany inventories) are eliminated in full.

Abusiness segmentis a group of assets and operations
engaged in providing products or services. The operating
business segments are based on Management’s internal
reporting. The Group has two main business segments,
representing different subsidiaries (see also section 1
“General information”). The Management Board’s deci-
sions are based on the Management reporting.

REPORTING CURRENCY AND FUNCTIONAL CURRENCY
ltems contained in the subsidiaries’ financial state-
ments are recognized in the currency of the primary
economic environment in which the respective subsi-
diary operates (“Functional Currency”). Each entity
within the Group determines its own functional cur-
rency. In principle, the functional currencies of the
subsidiaries included in the consolidated financial
statements are their respective local currencies.

The consolidated financial statements of exceet are
prepared in Euro (EUR], the presentation currency of
the Group. Allamounts have been rounded to the near-
estthousand, unless otherwise indicated.

FOREIGN CURRENCY TRANSLATION

Transactions in foreign currencies are translated at
the exchange rate of the functional currency prevail-
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ing on the date of the transaction. All resulting foreign
exchange differences are recognized in the income
statement.

Monetary items denominated in foreign currencies are
translated into the functional currency at the exchange
rate prevailing at the balance sheet date. Exchange
rate differences are recorded in the income statement.
Non-monetary assets and liabilities are translated at
the historical rate.

Foreign exchange rate differences on long-term inter-
company loans (equity like loans) are recorded within
other comprehensive income.

GROUP COMPANIES

The results and financial position of all Group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different
from the presentation currency are translated into the
presentation currency as follows:

* Assets and liabilities are translated at the closing rate
atthe balance sheet date

* Income and expenses are translated at average ex-
change rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case
income and expenses are translated at the rate on
the dates of the transactions]

On consolidation, exchange differences arising from
the translation of the netinvestmentin foreign opera-
tions, are taken to other comprehensive income. At the
time the foreign operation is partially disposed of or
sold, these exchange differences that were recorded
in equity are recognized into the income statement as
part of the gain orloss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the transaction date rate.

CASH AND CASH EQUIVALENTS

This item includes cash in hand and cash at banks and
time deposits with original maturities of three months or
less, and bank overdrafts. The cash flow statement sum-
marizes the movements on cash and cash equivalents.

TRADE RECEIVABLES AND OTHER RECEIVABLES

Trade receivables and other receivables initially are
recorded at original invoice amount, which is considered
to be at fair value, less provision made forimpairment
of these receivables. A provision for impairment of trade
and otherreceivables is established when there is ob-
jective evidence that the Group will not be able to collect
allamounts due according to the original terms of the
invoice. The amount of the provision is the difference
between the carrying amount and the recoverable
amount, being the present value of expected cash flows.

INVENTORIES

Purchased raw materials, components and finished
goods are valued at the lower of cost or net realizable
value.

Purchased raw materials costs comprise of the average
purchase cost.

The cost of finished goods and work in progress com-
prises design costs, raw materials, direct labor, other
direct costs and related production overheads (based
on normal operating capacity). It excludes borrowing
costs. For these costs, the standard cost method is
applied, which approximates historical cost determined
on an average basis. Standard costs take into account
normal levels of materials, supplies, labor, efficiency
and capacity utilization. Standard costs are regularly
reviewed and, if necessary, revised in the light of cur-
rent conditions. Net realizable value is the estimated
selling price in the ordinary course of business less the
estimated costs of completion and selling expenses.
Manufactured finished goods and work in progress are
valued at the lower of production cost or netrealizable
value. Provisions are established for slow-moving,
obsolete and phase-outinventory.
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TANGIBLE ASSETS

Tangible assets are valued at acquisition costless ac-
cumulated depreciation and any impairmentin value.
Depreciation is calculated on a straight-line basis over
the expected useful lives of the individual assets or
asset categories. Where an asset comprises several
parts with different useful lives, each part of the asset
is depreciated separately overits applicable useful life.

Land is not depreciated. The applicable useful lives are:

buildings 30 - 50 years

machinery & production facilities 5- 10 years

* equipment 5-8years
* vehicles 4 years
¢ |T hardware 3 years

The depreciable amount of a leased assetis allocated
to each accounting period during the period of expected
use on a systematic basis consistent with the depre-
ciation policy for owned assets. If there is reasonable
certainty that the Group will obtain ownership by the
end of the lease term, the period of expected use is the
useful life of the asset.

Borrowing costs incurred for the construction of any
qualifying asset are capitalized during the period of
time thatis required to complete and prepare the asset
forits intended use. Subsequent expenditure on an
item of tangible assets is capitalized at cost only when
itis probable that future economic benefits associated
with the item will flow to the Group and the cost of the
item can be measured reliably. Expenditures for repair
and maintenance which do notincrease the estimated
useful lives of the related assets are recognized as
expenses in the period in which they are incurred.

The assets’ residual values and useful lives are re-
viewed, and adjusted if appropriate, at each balance
sheetdate. An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recover-
able amount (see note 5 “Tangible assets”).

Gains and losses on disposals are determined by com-
paring the proceeds with the carrying amount and are
recognized within other operating income/expenses in
the income statement.

LEASING

Assets thatare held under leases which effectively
transfer to the Group the risks and rewards of owner-
ship (finance leases) are capitalized at the inception

of the lease at the fair value of the leased property

ar, if lower, at the present value of the minimum lease
payments. Minimum lease payments are the payments
over the lease term that the Group is or can be required
to make, excluding contingent rent, costs for services
and taxes to be paid by the Group and reimbursed from
the lessor, together with any amounts guaranteed by
the Group or by a party related to the Group. Assets un-
der financial leasing are depreciated over their estimat-
ed useful life. The corresponding financial obligations
are classified as “current borrowings” or “non-current
borrowings”, depending on whether they are payable
within or after 12 months.

Leases of assets under which a significant portion of
the risks and rewards of ownership are effectively re-
tained by the lessor are classified as operating leases.
Payments are recognized as an expense on a straight-
line basis over the lease term unless another system-
atic basis is more representative of the time pattern of
the Group’s benefit.

INTANGIBLE ASSETS

Purchased intangible assets are measured initially at
cost; intangible assets acquired in a business combina-
tion are measured at fair value. Intangible assets are
recognized when they are identifiable and controlled
by the Group, when itis probable that future economic
benefits to the Group can be expected from the asset
and when cost can be measured reliably. With respect
tointangible assets, it must first of all be determined
whether they have finite or indefinite useful lives.
Intangible assets with a finite useful life are amortized
over their useful life and shall be tested for possible
impairment whenever an indication exists that such
intangible asset may be impaired. The amortization
period and the amortization method are reviewed at
the end of each financial year. Amortization of intangi-
ble assets with finite useful lives is recognized in the
income statement under the expense category that
corresponds to the intangible asset’s function. Intangi-
ble assets thatare notready to use are not subject to
amortization and are tested annually for impairment.
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Assets thatare subject to amortization are reviewed
forimpairment whenever events or changes in circum-
stances indicate that the carrying amount may not be
recoverable.

Customer base purchased or acquired through a
business combination is amortized over a useful life.
The useful life is estimated between 10 — 15 years.
Purchased technology is amortized over a useful life;
usually a period of 5 years and technology acquired
through a business combination is amortized between
5 — 10 years, due to the additional know-how basis
included (e.g. employees). Brands are amortized over
5 — 15 years depending on the useful life. Foramortiza-
tion, the Group applies the straight-line method. Except
for goodwill, the Group has no intangible assetwith an
indefinite useful life.

Software is amortized over a useful life of 3 — 5 years,
unless the software is part of a machine. In this case,
the useful life could depend on the machine or the
technical equipment.

Costs associated with maintaining computer software
programs are recognized as an expense as incurred.
Development costs that are directly attributable to the
design and testing of identifiable and unique software
products controlled by the Group are recognized as
intangible assets when the following criteria are met:

* itis technically feasible to complete the software
product so thatit will be available for use;

* managementintends to complete the software pro-
ductand use or sell it;

* there is an ability to use or sell the software product;

* itcan be demonstrated how the software product will
generate probable future economic benefits;

* adequate technical, financial and otherresources
to complete the development and to use or sell the
software productare available; and

* the expenditure attributable to the software product
during its development can be reliably measured.

The directly attributable costs that are capitalized as
part of the software productinclude the software de-
velopment employee costs and an appropriate portion
of relevant overheads.

Other development expenditures that do not meet
these criteria are recognized as an expense as in-
curred. Development costs previously recognized as
an expense are notrecognized as an assetin a subse-
quent period.

BUSINESS COMBINATIONS AND GOODWILL

The Group uses the acquisition method of accounting
to account for business combinations. The considera-
tion transferred for the acquisition of a subsidiary is
the fair values of the assets transferred, the liabilities
incurred and the equity interests issued by the Group.
The consideration transferred includes the fair value
of any asset or liability resulting from a contingent
consideration arrangement. Acquisition-related costs
are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair
values at the acquisition date.

On an acquisition-by-acquisition basis, the Group
recognizes any non-controlling interest in the acquiree
either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s netassets. The
excess of the consideration transferred the amount

on non-controlling interestin the acquiree and the
acquisition-date fair value of any previous equity inter-
estin the acquiree over fair value of the identifiable
netassets acquired is recorded as goodwill. Goodwill
is tested at leastannually for impairmentand carried
atcost, less accumulated impairment losses. Impair-
mentlosses on goodwill are notreversed. Gains and
losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold. Goodwill
is allocated to cash-generating units for the purpose
of impairment testing. The allocation is made to those
cash-generating units or groups of cash-generating
units that are expected to benefit from the business
combination.

DISPOSAL OF SUBSIDIARIES

When the Group ceases to have control over a subsidi-
ary, itderecognizes the assets and liabilities of the
subsidiary and any related non-controlling interests
and other components of equity. Any resulting gain or
loss is recognized in the income statement. Amounts
previously recognized in other comprehensive income
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that may be reclassified to the income statement are
reclassified.

DISCONTINUED OPERATIONS

A component of the Group is reclassified into “Discontin-
ued Operations” if this divestmentis intended, and if it
fulfils the criteria for being classified as “held for sale”
and for being presented as “Discontinued Operations’”.

BORROWINGS

Borrowings are recognized initially at fair value, net

of transaction costs incurred. Borrowings are sub-
sequently stated atamortized cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognized in the consolidated
income statement over the period of the borrowings
using the effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer settle-
ment of the liability for atleast 12 months after the
balance sheet date.

OTHER FINANCIAL LIABILITIES

Public warrants are treated as derivatives under IAS

32 as they will be settled netin a variable number of
shares [notin cash).Therefore, they are classified as fi-
nancial liabilities at fair value through profit or loss. The
fair value is determined by the rating of the warrants
on the Frankfurt Stock Exchange (Frankfurter Wertpa-
pierbdrse] at the reporting date.

Other financial liabilities such as trade and other
payables as well as accrued expenses are recognized
initially at fair value and subsequently measured at
amortized cost using the effective interest method.

PROVISIONS

A provisionis only recorded if the Company has a
present (legal or constructive] obligation arising from a
pastevent, ifitis probable thatan outflow of resources
embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of
the amount of the obligation. If a provision could not be
recorded because notall of the aforementioned criteria

were fulfilled, the relevant obligation is then disclosed
as a contingent liability.

Provisions are reviewed at each balance sheet date and
adjusted to the currently available best estimate. If the
resulting interest rate effectis material, the provision
is discounted to the present value of the estimated
cash outflows necessary to settle the obligation. For
provisions that are discounted, the increase in the
provisions that reflect the time lapsed is recorded as
interest expense. Where itis expected thatanother par-
ty will partly or fully settle the obligation that has been
provided for, the reimbursement will only be recognized
once itis virtually certain that the Group will receive the
reimbursement.

INCOME TAXES / DEFERRED INCOME TAXES

The currentincome tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
atthe balance sheetdate in the countries where the
Company’s subsidiaries operate and generate taxable
income. Management periodically evaluates positions
taken in tax returns with respect to situations in which
applicable tax regulations are subject to interpretation
and establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authori-
ties.

Deferred income tax is provided in full, using the liabil-
ity method, on temporary differences arising between
the tax bases of assets and liabilities and their carry-
ing amounts in the consolidated financial statements.
However, the deferred income tax is not accounted for if
itarises from initial recognition of an assetor liability in
a transaction other than a business combination, which
atthe time of the transaction affects neither account-
ing nor taxable profit or loss.

Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantively enacted
by the balance sheet date and are expected to apply
when the related deferred income tax assetis realized
or the deferred income tax liability is settled.

Deferred income tax assets are recognized to the ex-
tentthatitis probable that future taxable profit will be
available against which the temporary differences can
be utilized.
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Deferred income tax is provided on temporary differ-
ences arising on investments in subsidiaries and as-
sociates, except where the timing of the reversal of the
temporary difference is controlled by the Group and itis
probable that the temporary difference will not reverse
in the foreseeable future.

The tax expense for the period comprises current and
deferred tax. Tax is recognized in the consolidated
income statement, except to the extent thatitrelates
to items recognized in other comprehensive income. In
this case, the tax is also recognized in other compre-
hensive income.

REVENUE RECOGNITION

Revenue comprises the fair value of the considera-
tion received or receivable for the sale of goods and
services in the ordinary course of the Group’s activi-
ties. Revenue is shown net of value-added tax, returns,
discounts and after eliminating intercompany sales.
The Group recognizes revenue when the amount of rev-
enue can be reliably measured, when itis probable that
future economic benefits will flow to the entity when
specific criteria have been met for each of the Group’s
activities as described below.

The revenue of the Group mainly comprises revenues
for the sale of goods. In addition, exceet generates
revenues from the sale of services.

Revenue from the sale of produced goods and proto-
types is recorded as income at the time of delivery.
Trade discounts and returns are deducted. The Group
typically sells its products through purchase orders
under contracts thatinclude fixed or determinable
prices and that generally do notinclude a right of return
or similar provisions or other significant postdelivery
obligations. Delivery does not occur until products have
been shipped to the specified location and the risks of
obsolescence and loss have been transferred to the
customer.

The Group sells consulting, research and development
services toits ECMS and ESS customers. Sales of ser-

vices are recognized in the accounting period in which
the services are rendered.

IMPAIRMENT OF NON-FINANCIAL ASSETS

The Group reviews at each reporting date whether there
is any indication that an asset may be impaired. If any
such indication exists, the recoverable amount of the
assetis calculated. The recoverable amount of an asset
or, where itis not possible to estimate the recoverable
amount of an individual asset, a cash-generating unit,
is the higher of its fair value less cost to sell and its
value-in-use. Value-in-use is the present value of the
future cash flows expected to be derived from an asset
or cash-generating unit. If the recoverable amountis
lower than the carrying amount, an impairmentloss is
recognized. Impairment of financial assets is described
under the section on financial instruments.

RELATED PARTIES

A party is related to an entity if the party directly or
indirectly controls, is controlled by, or is under com-
mon control of the entity, has an interestin the entity
that gives it significantinfluence over the entity, has
joint control over the entity oris an associate or a joint
venture of the entity. In addition, members of key man-
agementand close members of their families are also
considered as related parties.

RETIREMENT BENEFIT OBLIGATIONS

The Group has defined benefit pension plans. A defined
benefit planis a pension plan which defines the pen-
sion obligation amount that the employee will receive at
retirement age. This amount usually depends on one or
more factors, such as age, period of service and salary.

The liability recognized in the balance sheetin respect of
defined benefit pension plans is the present value of the
defined benefit obligation at the end of the reporting pe-
riod less the fair value of plan assets. The defined benefit
obligation is calculated annually by independent actu-
aries using the projected unit credit method. The present
value of the defined benefit obligation is determined by
discounting the estimated future cash outflows using
interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be
paid, and that have terms to maturity approximating to
the terms of the related pension obligation.
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Actuarial gains and losses, resulting from changes in
actuarial assumptions and differences between as-
sumptions and actual experiences, are recognized in the
period in which they occur directly in the consolidated
statement of comprehensive income. Past-service costs
are recognized immediately in the income statement.

SHARE-BASED PAYMENTS

The Group operates one equity-settled, share-based
compensation plan, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value of the
employee services received in exchange for the grant
of the options is recognized as an expense. The total
amountto be expensed is determined by reference to
the fair value of the options granted:

* Including any market performance conditions (e.g. an
entity’s share price)

e Excluding the impact of any service and non-market
performance vesting conditions (e.g. profitability,
sales growth targets and remaining an employee of
the entity over a specified time period); and

¢ Including the impact of any non-vesting conditions
(e.g. the requirement for employees to save)

Non-market performance and service conditions are in-
cluded in assumptions about the number of options that
are expected to vest. The total expenses are recognized
over the vesting period, which is the period over which all
of the specified vesting conditions are to be satisfied.

In addition, in some circumstances employees may pro-
vide services in advance of the grant date and therefore
the grant date fair value is estimated for the purposes

of recognizing the expense during the period between
service commencement period and grant date.

Atthe end of each reporting period, the Group revises its
estimates of the number of options thatare expected to
vest based on the non-market vesting conditions. It rec-
ognizes the impact of the revision to original estimates,
if any, in the income statement, with a corresponding
adjustment to equity.

Itis the intention to use the currently held treasury
shares for the settlement of the options at grant date.

EARNINGS PER SHARE

The Group presents basic and diluted earnings per share
(EPS] data forits ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary
shareholders of the Group by the weighted average num-
ber of ordinary shares outstanding during the period.
Diluted EPS is determined by adjusting the profitorloss
attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the
effects of all dilutive potential ordinary shares.

DEFINITION OF NON-GAAP MEASURES

Earnings before interest and taxes (EBIT) are a subtotal
which includes all operating income and expenses be-
fore addition/deduction of financial income and expens-
es and income taxes.

Earnings before interest, taxes, depreciation and amorti-
zation (EBITDA) are a subtotal which includes all operat-
ing income and expenses before addition/deduction of
depreciation of fixed assets, amortization of intangibles,
impairment of assets, financial income and expenses
and income taxes.

GOVERNMENT GRANTS

Grants from the government are recognized at their fair
value where there is areasonable assurance that the
grant will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognized in the income statement over the period
necessary to match them with the costs that they are
intended to compensate.

Government grants relating to property, plantand equip-
mentare included in non-current liabilities as deferred
government grants and are credited to the income state-
menton a straight-line basis over the expected lives of
the related assets.

exceet classifies its financial assets in the following
categories: financial assets at fair value through profit or
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loss, loans and receivables. The classification depends
on the purpose for which the investments were ac-
quired. Management determines the classification of its
investments atinitial recognition and reclassifies them
whenever their intention or ability changes.

* Financial assets at fair value through profitorloss
Financial assets at fair value through profit orloss are
financial assets held for trading. A financial assetis
classified in this category if acquired principally for the
purpose of selling in the short term. Derivatives are
classified as held for trading unless they are desig-
nated as hedges. Assets in this category are classified
as currentassets.

e Loans andreceivables
Loans and receivables are non-derivative financial
assets with fixed or determinable payments thatare
not quoted in an active market. They are included in
currentassets, except for maturities greater than 12
months after the balance sheet date. These are clas-
sified as non-currentassets. Loans and receivables
are classified as trade and otherreceivables in the
balance sheet [see note 2.5 “Accounting and Valuation
Principles”).

Regular purchases and sales of financial assets are rec-
ognized on the trade date — the date on which the Group
commits to purchase or sell the asset. Investments are
initially recognized at fair value plus transaction costs
forall financial assets not carried at fair value through
profitorloss. Financial assets carried at fair value
through profitor loss are initially recognized at fair value,
and transaction costs are expensed in the consolidated
income statement. Financial assets are derecognized
when the rights to receive cash flows from the invest-
ments have expired or have been transferred and the
Group has transferred substantially all risks and rewards
of ownership. Financial assets at fair value through profit
or loss are subsequently carried at fair value. Loans and
receivables are carried atamortized cost using the effec-
tive interest method.

Gains or losses arising from changes in the fair value

of the “Financial assets at fair value through profit or
loss” category are presented in the consolidated income
statement within “Changes in fair value in financial
instruments”, in the period in which they arise. Dividend
income from financial assets at fair value through profit

orlossisrecognized in the income statement as part of
otherincome when the Group’s right to receive payments
is established.

The translation differences on monetary securities are
recognized in profit or loss; translation differences on
non-monetary securities are recognized in the consoli-
dated statement of comprehensive income.

The Group assesses at each balance sheet date whether
there is objective evidence that a financial assetora
group of financial assets is impaired. Impairment losses
recognized in the consolidated income statement on
equity instruments are not reversed through the income
statement. Impairment testing of trade receivables is
described in the section “2.5 Accounting and Valuation
Principles — trade receivables and otherreceivables”.

The fair value hierarchy has the following levels:

Level 1: Quoted prices in active markets for identical
assets or liabilities

Level 2: Inputs other than quoted prices included within

inlevel 1 thatare observable forthe asset or

liability, either directly (thatis, alternative

prices) orindirectly (thatis, derived from

prices]

Classification for asset or liabilities which are

not valued on observable market data (thatis,

Level 3:

unobservable inputs, for instance estimation
and assumptions]

Estimates and judgments are continually evaluated and
are based on historical experience and other factors, in-
cluding expectations of future events that are believed
to be reasonable under the circumstances.

CRITICAL JUDGMENTS IN APPLYING
ENTITY’S ACCOUNTING POLICIES

Certain deferred tax assets have not been recognized
becauseitis not probable that future taxable profit will
be available against which the Group can utilize the
benefits therefrom in a reasonably timely manner.
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For the valuation adjustment of inventories, Manage-
ment uses judgment which is based on past experi-
ence. To determine the inventory provision, the past
experience turnover of the inventory is used as the
basis for the calculation.

exceetreviews regularly the useful life of its intangible
assets with definite useful life and also if there are trig-
gering events for a potential impairment. Such trigger
events could be a change of the customer base, of the
technology or reputation damage of the brand or the soft-
ware not to be useful anymore. Such assessments are
based on estimates which are substantially based on the
continued benefit of the intangible asset for the Group.

The Group also regularly assesses the useful life of its
tangible assets life and also if there are triggering events
fora potential impairment. Such assessment is made on
estimates which are based on the technical efficiency, the
applicability and the continued use of the tangible assets.

CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS
The Group makes estimates and assumptions concern-
ing the future. The resulting accounting estimates will,
by definition, rarely equal the related actual results.
The estimates and assumptions that have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next finan-
cial yearare outlined below.

The Group tests annually whether goodwill has suffered
any impairment in accordance with the accounting
policy stated in note 2.5. The recoverable amounts of
cash-generating units have been determined based on
value-in-use calculations with an appropriate discount
rate. These calculations require the use of estimates.

The Group is exposed to different risks. Management
assumes at the current time that the provisions cover
the differentrisks of the Group. Howeveritis possible
that the situation will change and the costs are not cov-
ered with the existing provisions or the costs are lower
than expected. Any arising changes can have effects
on future periods. For details refer to note 20 “Provi-

sions for other liabilities and charges”.

Actuarial assumptions are made for the purpose of
estimating future developments. These include esti-
mates and assumptions relating to discount rates, the
expected return on plan assets in individual countries
and future wage trends. The actuary also uses statisti-
cal data such as mortality tables and staff turnover
rates in the actuarial calculations performed with a view
to determining employee benefit obligations. If these
parameters change due to a change in economic or
market conditions, the subsequent result can deviate
considerably from the actuarial report and calculation.

Over the medium term, this deviation can have a signifi-
canteffectonincome and expenses arising from em-
ployee benefit plans. The carrying amounts of the plan
assets and liabilities carried in the balance sheetare set
outin note 15 “Retirement benefit obligations”.

For the Management Stock Option Program (MSQOP]J, the
Group measures the cost of equity-settled transac-
tions by reference to the fair value of the equity instru-
ments at the date at which they are granted. Estima-
ting fair value for share-based payment transactions
requires determining the mostappropriate valuation
model, which is dependent on the terms and conditions
of the grant. This estimate also requires determining
the most appropriate inputs to the valuation model
including the expected life of the share option, vola-
tility and dividend yield and making assumptions about
them. The assumptions and models used for estimating
fair value for share-based payment transactions are
disclosed in note 16 “Share-based payments”.

The Group is subject to income taxes in various jurisdic-
tions. Significant judgment s required in determining the
provisions forincome taxes. There are many transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. The
Group recognizes liabilities for anticipated tax auditissues
on the basis of estimates of whether additional taxes are
due. Where the final tax outcome of these matters differs
from the amounts that were initially recorded, such differ-
ences will impact the income tax and deferred tax provi-
sions in the period in which such determination is made.
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The basis for the calculation of potential earn-out pay-
ments were the agreed medium term plans. If the plan
would not be met, the earn-out payment will differ from
the estimated payment. Such adjustment has been
recognized in the consolidated income statement.

FINANCIAL RISK FACTORS

The Group’s activities are exposed to a variety of
financial risks: market risks (including currency risk,
fairvalue interest rate risk, cash flow interest rate risk,
price risk and public warrant fair value risk], credit risk
and liquidity risk. The Group’s overall risk management
system aims to identify key financial risks atan early
juncture, both within the companies and at the Group
level, to implement appropriate countermeasures to
minimize potential adverse effects on the Group’s
financial performance.

MARKET RISK

The Group companies generate revenue mostly in Euro
(EUR], Swiss francs (CHF) and to a smaller extentin

US dollars (USD). Most of the equipment and the raw
materials are purchased from European manufacturers
or distributors in Euro. Concerning the Swiss compa-
nies, the revenues generated do not fully cover the
Company’s demand for Euro from time to time. Sales
teams try to price goods in CHF, so long as the marketis
accepting this.

The revenue generated in USD is generally used for the
procurement of equipment, services or raw material
and has usually balanced outin the past thus pro-
viding a natural hedge. The sales teams are instructed
to either price the products in EUR and CHF, to include
exchange rate adjustments in framework contracts or
toinclude an adequate foreign exchange margin in the

pricing.

Generally foreign currencies are only kept if future pay-
ments are expected to be made in a particular currency.
Foreign currency exposure is mitigated by balancing
the currency needs among the Group companies. These
natural hedging procedures cover extensively the risks
thatoccur. The Group might enterinto hedging transac-
tions from time to time.

The Group is exposed to foreign exchange risks espe-
cially with regards to CHF and USD.

As of 31 December 2016, the profits for the period would
have been EUR 323 higher (2015: EUR 430] if the CHF had
strengthened 10% against the EUR ceteris paribus. With
aweaker CHF compared to EUR, profits would have been
decreased by similaramounts. This effectis caused by
foreign exchange gains/losses of CHF-denominated trade
accountreceivables and trade account payables.

Similarly, as of 31 December 2016, the profits for the pe-
riod would have been EUR 14 lower (2015: EUR 41) if the
USD had weakened by 10% against the EUR ceteris pari-
bus. With a stronger USD, profits would have increased by
the same extent, mainly due to foreign exchange gains/
losses of USD-denominated trade account receivables and
trade account payables.

The exchange rates relevant to the annual financial state-
ments were:

31.12.2016 Average 2016 31.12.2015 Average 2015
1 CHF 0.93 0.92 0.92 0.94
1USD 0.95 0.90 0.92 0.90

The Group is not exposed to investment price risk; however,
there is a material and raw material price risk for the produc-
tion of electronic applications and smart cards.
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With a high value-added, the printed circuit board (PCB)
factory has a low exposure to raw material prices. Raw
material prices for epoxy and polyimide are to a less
degree driven by the oil price, whereas copper, nickel and
gold are purchased at spot rates. However, the total cost
component of precious metal is low in relation to the aver-
age selling price and consequently the influence on the
marginis limited. In extreme cases, the subsidiary is able
to renegotiate selling prices with the clients to adjust for
raw material price hikes.

Material contentin electronic modules and systems can
be high and this implies an associated price risk. The
electronic component market is characterized by supply
and demand. The actual component market is stable since
2012.

The Group, in close cooperation with its customers, guard
effectively these risks with long-term supplier contracts
and flexible inventory levels. Higher component costs
and the costof increased inventories are shared with the
clients whenever possible. Inventories are at all times
covered by open purchase orders from customers.

Most of the revenues within the ESS segment are gener-
ated through software, cloud services and professional
services. These services are mainly based on human capi-
tal which is employed by the operations. Consequently the
price risk is very limited.

Cash flow risk is categorized as very low as a result of the
Company’s good liquidity position and strong cash flow
generation.

As the Group has no significantinterest-bearing assets,
the Group’s income and operating cash flows are substan-
tially independent of changes in market interest rates.

The Group’s interest rate risk arises from long-term bor-
rowings. Borrowings issued at variable rates expose the
Group to cash flow interest rate risk. Borrowings issued at
fixed rates expose the Group to fair value interest rate risk.
The duration for which the Group has fixed the interest
rates depends on the currentinterest conditions in the
market.

For some of the long-term borrowings, the Group has
capped LIBOR or EURIBOR based variable interest rates
thus limiting the interest rate risk.

Covenants, as agreed with the lending banks, determine
the interest rate margin over the LIBOR or EURIBOR. This
margin largely depends on business performance of

the Group (leverage ratio). Compliance with the financial
covenants means that the Group has good credit standing
with banks and access to further financing resources. In
addition, banks provide credit lines that also create scope
for short-term financial maneuver.

Sensitivity Analysis

If the interest rates of the differentlong-term borrowings
would have been higher/lower by 100 basis points, with all
othervariables held constant, the Group would have had
higher/lower interest expenses in 2016 of EUR 279 (2015:
EUR 350). The Group’s borrowings at variable and fixed
rates are denominated in EUR and CHF.

CREDIT RISK

Creditrisk is managed on a Group basis. Credit risk
arises from cash, cash equivalents and deposits with
banks and financial institutions. Credit exposures to
customers, including outstanding receivables and com-
mitted transactions are managed by individual Group
companies. The ratings for the engaged banks and
financial institutions are monitored regularly. Further-
more, the risk on cash and cash equivalents is mini-
mized by the consideration of different financial insti-
tutions. For the risk control assessment of customers,
the credit quality of the customer takes into account its
financial position, past experience and other factors.
Based on the varying customer structure within the
Group, no specific individual credit limits are defined by
the Group. Accounts receivables are regularly moni-
tored and supported by an effective accounts
receivables management method in close cooperation
with key account managers.

The table below shows the trade receivables bal-
ances and loan balances of the counterparties of each
subsidiary as per the balance sheet date. Management
does not expectany losses from non-performance by
these counterparties.
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TRADE RECEIVABLES
(inEUR 1,000) 2016 2015

Total counterparties without external credit rating

Group 1 -new customers/related parties less than 6 months

Group 2 - existing customers/related parties since more than 6 months with no defaults in the past
Group 3 - existing customers/related parties since more than 6 months with some defaults in the past

(all defaults were fully recovered)
! Source for external credit rating: Standard & Poor’s

Aloan of EUR 1,500 to the former Group company exceet Card Austria GmbH has been included within Group 2 in the

table above.
The table below shows the bank balances rated:

CASH AT BANK AND SHORT-TERM BANK DEPOSITS
(in EUR 1,000}

not rated

Total cash at bank and short-term bank deposits

USource for external credit rating: Standard & Poor’s

LIQUIDITY RISK

Liquidity risk is the risk that the Group will not be able to
meet its financial obligations as they fall due. The Group’s
approach to managing liquidity is to ensure, as faras pos-
sible, that it will always have sufficient liquidity to meet
its liabilities when due, under both normal and stressed
conditions, withoutincurring unacceptable losses or risk-
ing damage to the Group’s reputation.

Prudent liquidity risk management includes maintaining
sufficient cash, the availability of funding from an ad-

(inEUR 1,000) Less than 1 year

Between
1and 2 years

equate amount of committed credit facilities and the abil-
ity to close out market positions. The Group monitors its
risk of suffering a shortage of funds on a monthly basis. In
addition, Management monitors forecasts of the Group’s
liquidity reserve on the basis of expected cash flow.

The following table analyses the maturity profile of the
Group’s financial liabilities. The amounts disclosed are the
contractual undiscounted cash flows including accrued
interest and do therefore not reconcile with the financial
liabilities presented in the consolidated balance sheet.

Between

2 and 5 years Over 5 years

Other payables 4,258
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CAPITAL RISK MANAGEMENT

The Group’s objectives when managing capital are to safe-
guard the Group’s ability to continue as a going concern

in order to provide added value to the shareholders and
benefits for other stakeholders; to maintain a favourable
capital structure to reduce the cost of capital and to en-
able the Group to continue to focus on growth.

In order to maintain or adjust the capital structure, the
Group may issue new shares or sell assets to reduce debt.
The Group monitors capital on the basis of the gearing

ratio. This ratio is calculated as net debt divided by total
capital. Net debtis calculated as total borrowings (includ-
ing current and non-current borrowings, as shown in the
consolidated balance sheet) less cash and cash equiva-
lents. Total capital is calculated as equity, as shown in the
consolidated balance sheet, plus netdebt. During the last
few years, the Group’s strategy was to maintain a gear-
ing ratio of a maximum of 30%. The gearing ratios at 31
December 2016 and 2015 were as follows:

(inEUR 1,000) 2016 2015
Bank borrowings 34,080 37,352
0 2211 ............................................................ ; 956 .....
Total borrowings 36,291 41,318
Legscashandcaghequ|va|ems[note12] ................................................................................................................... [308?4] ...................................................... [33255] .....
Net (cash)/debt 5,417 8,062
Equng ........................................................................................................................................................................................ 84142 ....................................................... ; 05488 .....
Total equity and equity equivalents 84,142 105,488
Total capital 89,559 113,550
Gear/ngrar/o ...................................................................................................................................................................................... e S

The decrease in gearing ratio in 2016 resulted from a
decrease in equity due to the loss related to the disposal
of the IDMS segment (see note 29 “Disposal of Opera-
tions”), and the reduction of net debt, mainly influenced
by the cash inflow from this disposal. (see the Consoli-
dated Statement of Cash Flows).

FAIR VALUE ESTIMATION

The table analyses financial instruments carried at fair
value, by valuation method. The different levels have been
defined as follows:

Level 1: Quoted prices (unadjusted) in active markets for
identical assets or liabilities

Level 2: Inputs other than quoted prices included within
level 1 thatare observable forthe asset or liabil-
ity, either directly (that is, alternative prices)
orindirectly (thatis, derived from prices)
Level 3: Classifications for assets or liabilities that are
notvalued on observable market data (that s,
unobservable inputs, forinstance estimation

and assumptions)

The following table presents the Group’s assets and liabili-
ties that are measured at fair value at 31 December 2016,
respectively at 31 December 2015.
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(in EUR 1,000)

Level 1

Level 2 Level 3 Total

Earn-outliability

Total

The group policy demands the recognition of transfers
into or out of fair value hierarchy levels as of the date
of the event or at the change of circumstances that
caused the transfer. There were no transfers between
the levels during the reporting period.

Level 1 public warrants were valued in 2015 on the
quoted market price at the balance sheet date. The
public warrants were listed on the Frankfurt Stock
Exchange (Frankfurter Wertpapierbdrse) until cancella-

tion on 27 July 2016 due to expiration on 26 July 2016.

The level 3 fair value of the earn-out liability was related
to the contingent consideration payable for the acquisi-
tion of Lucom GmbH. The fixed earn-out amountaccord-
ing the contract was based on the expected EBITDA
performance in 2015 and 2016 of the company. The
earn-out liability was limited, as an overperformance of
EBITDA will notincrease the earn-out liability, butan un-
der performance will reduce the liability. The contingent
consideration was payable in the years 2016 and 2017.

As Lucom GmbH met the earn-out targets in the finan-
cialyear 2015, the full earn-out amount of EUR 500 for
this performance was paid to the buyer on 29 February
2016 and the provision was released accordingly.

As of the balance sheet date, management used the
final financial statement of Lucom GmbH for the year
2016 for the assessment of the probable performance
of the entity. Based on these information the perfor-
mance targets are not met and exceet has not to pay
the earn-out stake for 2016. Therefore, the earn-out
provision for the performance of the financial year
2016 was released to the income statement.

Managementis assisted for the valuation of finan-
cial assets required for financial reporting purposes,
including level 3 fair values, by the Group’s finance
department. Discussions of valuation processes and
results are held regularly between the CFO and the
finance department.

The following tables are presenting the changes in
Level 3 instruments:
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(inEUR 1,000) Total
Balances at 1 January 2016 998
PagmemforeamoutgfaqwsmonLucomebH ................................................................................................................................................................................. [500]
[Gam]/Lossrecogmzedmprgﬂtorloss .................................................................................................................................................................................................. [498]
[urrencgtrangaugnd|ﬂference5 ...................................................................................................................................................................................................................... e
Balances at 31 December 2016 0
Total (gains)/losses for the period included in profit or loss (note 23) (498)
Balances at 1 January 2015 993
Pro\/|s|0n5fgrearn0ut[)faqu|5|t|0nLuc0mebH ...................................................................................................................................................................................... .
[Gam]/Lossrecggmzedmprgﬂtgrlgss5
[Urrencgtranslaugndncferences ...................................................................................................................................................................................................................... .
Balances at 31 December 2015 998
Total (gains)/losses for the period included in profit or loss (note 25) 5

The carrying value less impairment provision of trade
receivables and payables are assumed to approximate
their fair values. The fair value of financial liabilities for
disclosure purposes is estimated by discounting the
future contractual cash flows at the current market
interestrate thatis available to the Group for similar
financial instruments.
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3. SEGMENT INFORMATION

The Group has two main business segments, Electronic
Components Modules & Systems (ECMS] and exceet
Secure Solutions (ESS), representing different subsidiar-
ies. The segmentinformation is presented on the same
basis as forinternal reporting purposes. The segments
are reported in a manner thatis consistent with the
internal reporting provided to the Group’s Chief Operat-
ing Decision Maker — Management Board. In addition,
the Group has a third segment “Corporate and others” for
reporting purposes, which only includes the investment
companies. Companies of exceet Group SE, which have
been subjectto the reverse assetacquisition, have been
assigned to the segment “Corporate and others”.
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The segment results are as follows:

2016 Corporate and Interjse:gm(.ent Contin'ued
(in EUR 1,000) ECMS ESS others elimination Operations
External revenue 126,145 9,177 0 135,322
lmersegmemrevenue45 ................................. T . [30?] ................................... =
Total revenue 126,191 9,191 247 (307) 135,322

Income tax
Profit/(Loss) for the period (227) (2,413) (4,481) 0 (r,121)

Liabilities 38,715 2,435 26,470 67,620
Capital expenditure tangible assets 5,512 185 2 5,699
Eapna\expendnure|ntang|b\eassets ........................................................................................ 2811093881,462 .....
Depreciation tangible assets (4,659) (99) (37) (4,795)
Amomzanonmtangmleassets[2,6?1] ........................... [455] ........................... [1?0] ............................................................ [3,296] .....
|mpa|rmentmtang|b|eassets[1032] ........................... [336] ................................... 0[1368] .....
|mpa|rmentofg00dW|II ............................................................................................................ [302?] ................................... . 0[302?] .....
2015 Corporate and Inter-segment Continued
(in EUR 1,000) ECMS ESS others elimination Operations
External revenue 126,753 9,643 0 136,396
lmersegmemrevenue ...................................................................................................................... > S — [385] ................................... N
B 126829 9645 .. W Gss) 136,396
e A 15,10? ........................... [379] ........................ [4?21] ............................................................. 10,00?
S Mmgm ................................................................................................................................ . [39%] ........................................................................................................ E
Deprec|at|onamornzatmnand|mpa|rmem ........................................................................ [?5?0] ........................... [534] ............................ [195] ............................................................ [8299]
EBIT 7,537 (913) (4,916) 0 1,708
B Y L B
Fmanc|a||ncome13381 .......................... 458[] ........................... [383]5536

Ehangesm alrvalue Infinanclal instruments

Financial result — net 0
Proﬂt/[Loss]beforemcometaxs,??[] ........................... [985] ....................... [5’9?0] ................................... -~ R [185]
e [898] .............................. [ 6[]] ............................ [ 219][11??]
Profit/(Loss)forthe period | D8P (1.045) . (G 0 N (L3t
e 66,195 ........................... ?’450312 ............................................................. ?3’95?
e A 62?592666 ........................ 1044? ............................................................. ?5882
e 39,156 .......................... 4‘09? ........................ 25,709 ............................................................. 68,962

Capital expenditure tangible assets 3,858 138 32 4,028
Cap|ta|expend|ture|ntang\b|eassets ........................................................................................ L I P00 D N

Depreciation tangible assets (4,828) (85) (48) (4,961) .

Impairment of goodwill 0 0 0 0




EXCEET GROUP CONSOLIDATED FINANCIAL STATEMENTS 052

Breakdown of the revenue from all segments
is as follows:

(in EUR 1,000]) 2016 2015
Revenue
..... E|ectmmccomponems124893127235
..... gerv|ce5104299151
Total 135,322 136,396

In2016,9.0% (2015: 10.6%) of total revenue of the
Group was generated with one client from ECMS. There is
no single customer with a share of revenue greater than
10% of total Group revenue in 2016.

In addition, a breakdown of sales and is presented by
country of end customer, which shows the geographic
segments according to the country in which the products
are used. Non-current assets are allocated based on
where the assets are located.

Revenue Non-current Assets

(inEUR 1,000) 2016 in% 2015 in% 2016 in% 2015 in%

Germany 55,989 41.4% 55,475 40.7% 27,189 38.6% 35,365 36.5%
SW|tzer|and ........................................... 2 6333 ............... 1 95% .................... 31695 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 232% ,,,,,,,,,,,,, 35655 ,,,,,,,,,,,,,,,,, 507% ,,,,,,,,,,,,, 39393 ................. 405%
Ausma ...................................................... 8463 ................. 52% ....................... 572149% ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ ?504107%19458201%
ReStOfEurope ...................................... 28‘113 .............. 203% .................... 25,308185%1000% ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 2}30 .................... 28%

Total Europe 118,898 87.9% 119,199 87.4% 70,359 100.0% 96,946 100.0%
North&SOUthAme”ca ......................... 5055 ................. 37% ...................... 4954 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 3 5% ,,,,,,,,,,,,,,,,,,,,,,,,, 100% ,,,,,,,,,,,,,,,,,,,,,,,,, 100%
ASIa[mdAUStra“a] ............................. 112% ................. 83% .................... 12‘03088% ,,,,,,,,,,,,,,,,,,,,,,,,, g gg% ,,,,,,,,,,,,,,,,,,,,,,,,, 0 UU%
M|dd|eEagt&Afr|ca .................................. 153 ................. 01%20302% ,,,,,,,,,,,,,,,,,,,,,,,,, 0 UO% ,,,,,,,,,,,,,,,,,,,,,,,,, 0 00%

Total 135,322 100.0% 136,396 100.0% 70,360 100.0% 96,947 100.0%
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4. FINANCIAL INSTRUMENTS BY CATEGORY

31 DECEMBER 2016 Assets at fair value
(inEUR 1,000) Loans and receivables through profit or loss Total

ASSETS AS PER BALANCE SHEET

Loan 1,500 1,500
Tradeandmherrecewables[excmdmgprepagmemS] ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 21,343 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2 1343
[ashandcashequ|va|ems30874 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 308?4

Total 53,717 0 53,717

31 DECEMBER 2016 Other financial liabilities at Liabilities at fair value

(inEUR 1,000) amortized cost through profit or loss Total

LIABILITIES AS

Accrued expenses and prepaid income 5,074 5,074
Total 53,477 0 53,477
31 DECEMBER 2015 Assets at fair value

(inEUR 1,000) Loans and receivables through profit or loss Total

ASSETS AS PER BALANCE SHEET

Trade and other receivables (excluding prepayments) 25,255 25,255
Cash and cash equivalents 33,256 33,256
Total 58,511 0 58,511
31 DECEMBER 2015 Other financial liabilities at Liabilities at fair value

(inEUR 1,000) amortized cost through profit or loss Total

LIABILITIES AS

Accrued expenses and prepaid income 7,137 7,137

Total 63,537 1,018 64,555
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Production
2016 Land & facilities & Assets under
(inEUR 1,000) building machinery Equipment Vehicles  IT Hardware construction Total
Asof“anuargzmgn,on ............... 53,234 ................. 5,500 ...................... 3 2? ................. 2'?0? ..................... 1,114 .............. 90,003

D,gposa|0f5ub5|d|ar|eg[note29] ........................... [3131][23822] .............. [1392] ................... [192] .............. [11?5] ......................... [43] ............. [ 29?55]

Addltlons ................................................................................ 69 .................. 48?8 ..................... 5 ?9 ........................ 91 ..................... 5 8?925 ................... ?129

D|5posa|s[25] ................... [923][31][2?] .................... [29] ............................ [ 2] ............... [103?]

Transfertomhercategorg ................................................ 2 ?3 .................. 1138 ....................... [8] ........................... 0 ........................... 0 [1403] ........................... g

[urrencgtrans|at|ond|ﬁerences ...................................... 50 ...................... 21? ....................... 43 ........................... 1 ........................... ? .............................. 3 ...................... 3 21
As of 31 December 2016 18,307 39,772 5,691 200 2,097 594 66,661
Asof“anuargzms ................................................. [ 5'234] ............. [43554] .............. [4,131][220] .............. [2,185]0[55,4?4]

D|Sposa|0f5ubs|d|ar|es[Note29] ............................. 222418423995 ........................ 81 ................. 1054 .............................. g 23287

Add|t|on5[65?] ................ [4506] .................. [532] ..................... [44] .................. [32?] ............................... [] ............... [ 5156]

D|5posa|5 ................................................................................ 25 ...................... 911 ....................... 3112 ....................... 24 .............................. g .................. 1 003

Transfertomhercategmg ..................................................... g ........................... g .......................... [] ........................... g ........................... o .............................. g ........................... []

[urrencytranganondmferences[15] ................... [1?2][32] ........................ [1] ....................... [5] ............................... U ................... [ 225]
As of 31 December 2016 (3,157) (28,998) (3,819) (172) (1,429) 0 (37,575)
Asof“anuargzgls ............................................................. 0 [104] ........................... 0 ........................... 0 ........................... 0 0[104]
D|5poga|ofsub5|d|anes[Notezg] ...................................... 0 ...................... 1 04 .......................... [] ........................... [] ........................... o .............................. [] ...................... 1 04
Addmons ................................................................................... 0 ........................... 0 .......................... 0 ........................... g ........................... 0 0 ........................... 0
D|Spgsa|s ................................................................................... g ........................... g .......................... g ........................... g ........................... 0 g ........................... U
As of 31 December 2016 0 0 0 0 0 0 0

Netbook value as of 31 December 2016 15,150 10,774 1,872 28 668 594 29,086
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Production
2015 Land & facilities & Assets under
(inEUR 1,000) building machinery Equipment Vehicles  IT Hardware construction Total

Currency translation differences 548 1,902 420 17 68 6 2,961
As of 31 December 2015 21,071 58,284 6,500 327 2,707 1,114 90,003
Asof“anuary2015[4,4?0] ............ [391020] .............. [3,335][153] ............... [2,041] .............................. g ........... [ 49,035]

Addmons[sgg] ................ [5008] .................. [ 700] ...................... [52] ................... [ 380] .............................. 0 .............. [ 67?9]

D|Sposa|5 ................................................................................... 0 .................. 1 683 ....................... ?0 ........................... 8 292 ............................. 0 ................. 2 053

Transfermmhercategmg ..................................................... U ........................... g ........................... g ........................... 0 ........................... 0 ............................. 0 ........................... 0

[urrencgtranganondmferences ................................. [125] ............... [1309] .................. [215] ......................... [8] ..................... [55] .............................. 0 .............. [ 1713]
As of 31 December 2015 (5,234) (43,654) (4,181) (220) (2,185) 0 (55,474)
Asof“anuargzgls ............................................................. 0 [104]0 ........................... g ........................... 0 ............................. g [104]
Addmons .................................................................................... O ........................... U ........................... g ........................... 0 ........................... o ............................. 0 ........................... o
D|5posa|5 ................................................................................... 0 ........................... g ........................... 0 ........................... 0 ........................... o ............................. 0 ........................... o
As of 31 December 2015 0 (104) 0 0 0 0 (104)

ecember 2015 15,837

Net book value as o
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Production facilities and machinery includes the follow-
ing amounts where the Group is a lessee under a finance

lease:
(inEUR 1,000) 2016 2015
Cost- capitalized finance leases 14,252 19,839
Accumulated depreciation (10,247) (13,024)
Net book amount 4,005 6,815

The Group leases various production facilities and machin-
ery under non-cancellable finance lease agreements. The
lease terms are 4 to 5 years. The Group purchased fixed
assets through finance lease arrangements of EUR 1,977
(2015:EUR 2,488).

Depreciation expense of EUR 4,974 (2015: EUR 5,535) has
been charged in “cost of sales”, EUR 860 (2015: EUR 886)

in “administrative expenses”, EUR 332 (2015: EUR 358) in

“distribution costs”.

EUR 15,159 (2015: EUR 15,581) of land and buildings are
secured for bank borrowings. Furthermore, EUR 4,814
(2015: EUR 3,908) machinery and equipment are pledged
for borrowing facilities (see note 28 “Pledged Assets”).

Capital expenditure contracted for at the end of the report-
ing period but notyetincurred is as follows:

(inEUR 1,000) 2016 2015
Property, plantand equipment 984 920
Intangible assets 0 13

Total 984 933
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Intangible Other
2016 Customer assets under intangible
(inEUR 1,000) Goodwill base  Technology Brand Software  construction assets Total
Asof“anuargzms ............................................... 3 9,955 ............. 3 1,4325,988 ............... 2,449 .............. 5'951 .................... 1’132 .................... 35 ............. 871952

D|gposa|0f5ubg|d|ar|es[note29] ...................... [14452] ............ [2565] ......................... [] ................ [ 555] ........... [1305] ............................. 0 .................... [ 8] .......... [189%]

Addmgng ................................................................................ U ........................ 0 ......................... [] ................... 1 00 .................. 359 .................... 1029 ....................... U ............... 1488

D|Sposa|5 ................................................................................ 0 ........................ 00 ........................ 0 ....................... 0 ............................. 0 ....................... 0 ........................ 0

Transfertomhercategorg .................................................. 0 ........................ 00 ........................ o ....................... 0 ............................. 0 ....................... 0 ........................ g

[urrencgtranganond,ﬁerenceg ................................. 158 ................... 156 ...................... 39132? ............................. 0 ....................... 0 ................... 4 03
As of 31 December 2016 25,681 28,923 7,027 1,996 5,032 2,161 27 70,847
AsoflJanuargzgls .......................................................... 0[15000] ............ [48?4] ............. [1?91] ........... [4313] ............................. 0 ................. [ 2?] .......... [ 25510]

D|5posa|of5ub5|d|ar|es[notezg] .................................... 011620 ................... 553 .............. 1224 ............................. 0 ....................... 0 ............... 2 939

Addmons ................................................................................. 0 ............ [2029] ................. [ 535] ................. [238] ............... [?83] ............................. 0 ....................... 0 [3585]

D|Sposa|s ................................................................................ 0 ........................ []0 ........................ U ....................... 0 ............................. [) ....................... [] ........................ 0

Transfermmhercategmg .................................................. 0 ........................ 00 ........................ [] ....................... 0 ............................. [] ....................... 0 ........................ 0

Eurrencgtran5|at|ond|ﬁerenceg ...................................... 0 ................ [105] ................... [3?] .................... [ 13][29] ............................. g ....................... 0 ................ [ 185]
As of 31 December 2016 0 (15,973) (5,446) (1,489) (4,4086) 0 (27) (27,341)

Currency translation differences (46) (16) 0 0 0 0 0 (62)
As of 31 December 2016 (3,073) (1,048) 0 0 0 (834) 0 (4,955)
Net book value as of 1 January 2016 39,965 16,432 2,114 658 1,133 634 60,944

Net book value as of 31 December 2016 22,608 11,902 1,581 507 626 1,327 0 38,551
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Intangible
assets Other
2015 Customer under intangible
(inEUR 1,000) Goodwill base  Technology Brand Software  construction assets Total
Asof1Januargzg15 ............................................... 33,11229,?08 ,,,,,,,,,,,,,,,, 5,553 ............... 2,312 .............. 5,575 ....................... e ; 3,128
Aqu|5|t|on0fsubg|d|ar|es[notezg] ................................. . . I . N . — o
e . E— . . — - . E— - A . — o
D|Spoga|g ................................................................................ . E— . , E— . [ 25?]0 ....................... . [25?]
Transfertomhercategmg .................................................. . E— . , E— . . J— [ 5] ........................ | —— o
wrencgtrangat.ond|ﬁe,ence5 ............................. 18531?24 ................... L - B | - 4416
As of 31 December 2015 39,965 31,432 6,988 2,449 5,951 1,132 35 87,952
A50f1Januargzo15 .......................................................... 0[12043][3989] ............. [1451] ............ [405?]0 ................. [27][21557]
e N [2109] .................. [ 541] ................. [248] ................ [834]0 ....................... 0[3?32]
D|Sposa|3 ................................................................................ | N . o | — i
TransfertOOthercategorg .................................................. | — N I . N | — .
Currencwransmmndlﬁerences ...................................... - [ 848] ,,,,,,,,,,,,,,,,, [344][92] ................ [1?6]0 ....................... . [1450]
As of 31 December 2015 0 (15,000) (4,874) (1,791) (4,818) 0 (27) (26,510)

Currency translation differences

0
As of 15 0

Netbook value as of 31 December 2015 39,965 16,432 2,114 658 1,133 634 8 60,944

The amortization expense of EUR 3,585
(2015: EUR 3,732] has been charged in “cost of sales”.

Expecting lower future cash flows, an impairment of

EUR 1,032 was recognized in customer base, due to end-
of-life projects within the downsized ECR AG operations
in Switzerland. The customer base in relation to ECR AG
amounts now (after currency translation effects of

EUR 16) to EUR 1,089 (31.12.2015: EUR 2,550]. Another
impairment of EUR 336 was recognized within assets
under construction of the ESS segment related to a soft-
ware development project.
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Managementreviews the business performance by
entity and by segmentlevel reflecting the lowest opera-
tional level of cash-generating units (CGUs).
Summary of the goodwill allocation and movements:
Currency
2016 translation
(inEUR 1,000) Opening Impairment Disposal difference Closing
GS Swiss PCBAG 4,722 42 4,764

exceetelectronics GmbH 3

3,280

ECMS Segment 22,814

Lucom GmbH Elektrokomponenten und Systeme 2,319 2,319

ESS Segment 2,699 0 0 0 2,699

IDMS Segment 14,452 (8,500) (5,952) 0

Total 39,965 (11,527) (5,952) 122 22,608
Currency

2015 translation

(in EUR 1,000) Opening Impairment Disposal difference Closing

GS Swiss PCB AG 4,255 467 4,722

exceetelectronics GmbH ¥

ECMS Segment

Lucom GmbH Elektrokomponenten und Systeme

ESS Segment

IDMS Segment

Total

1

former Mikrap AG

)
2 former Contec Steuerung & Automation GmbH
)
)

3 former as electronics GmbH

4 former Authentidate International AG

The recoverable amount of all CGUs is determined based
on value-in-use calculations. These calculations use pre-
tax cash flow projections based on financial budgets cov-
ering a five-year period. Cash flows beyond the five-year
period are extrapolated using an estimated growth rate.

Key assumptions used for value-in-use calculations:

Compound annual

Gross margin

revenue growth rate growth rate Longterm Pre-tax
CASH-GENERATING UNIT (CGU) (av. next five years) (av. next five years) growth rate Discount rate
2016 2015 2016 2015 2016 2015 2016 2015

" 1DMS Segment n/a 4%

n/a 4% n/a 1% n/a 9.4%
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The estimated recoverable amount for all cash generating
units exceeds the carrying amount. Management consid-
ers the assumed gross margin will not change so signifi-
cantly as to eliminate this excess.

Compound annual revenue growth / Gross margin growth
Budgeted revenues and gross margins are based on past
performance and the expectation for the marketand
customer developments (medium-term planning] over
the course of the next five years. The gross margin varies
depending on the operating function of the companies
and their customer mix.

Long term growth rate

The long term growth rate is estimated at 1% (2015: 1%)
and used to extrapolate cash flows beyond the forecast
period of five years.

Pre-tax Discount rate

Discountrates are used on a pre-tax basis and represent
the current market assessment of the risks specific to
each CGU. The discountrate calculation is based on the
specific circumstances of the Group and its operating
segments and is derived from its weighted average cost
of capital (WACC) depending on the country in which the
Group operates. The WACC takes debtand equity into
account. The cost of equity is derived from the expected
return on investment by the Group’s investors. The cost
of debtis based on the interest-bearing borrowings the
Group is obliged to service in the different countries of
operation. Segment-specific risk is incorporated by ap-
plying individual beta factors. The beta factors are evalu-
ated annually based on publicly available market data.

exceet electronics AG / exceet electronics GesmbH
Due to the reorganization of the swiss market activi-
ties, managementinitiated as of 30 September 2016 a
review of the performance of exceet electronics AG and

subsequently of the recoverable amount of this cash
generating unit (CGUJ. Calculations based on the pre-tax
cash flow of the CGU, taking into account the actual
performance and expected business development,
showed the carrying amount to exceed the recoverable
amount. Therefore management decided to recognize an
impairment loss of EUR 3,027 against the CGU’s goodwill.
The goodwill amountin relation to exceet electronics AG
amounts now (after currency translation effects of EUR
46) 10 EUR 7,281 (31.12.2015: EUR 10,262).

Sensitivity analysis

The Group has performed a sensitivity analysis on the
following critical factors of the calculation:

* |fthe estimated annual revenue growth rate at 31 De-
cember 2016 would be 1 percentage pointlower than
management’s estimates at 31 December 2016 (for
example, 4.0% instead of 5.0%).

* Ifthe estimated gross margin (Net sales less material
costs) at 31 December 2016 would be 1 percent-
age point lower than management’s estimates at 31
December 2016 (for example, 32% instead of 33%).

* |f the estimated pre-tax discount rate applied to the
discounted cash flows would be 1 percentage point
higher than management’s estimates (for example,
?.3% instead of 6.3%).

The valuation headroom (i.e. the estimated recoverable
amount exceeding the carrying amount) and and the im-
pact of changes in key assumptions on this headroom,
are shown in the following table:

Impact on the headroom of the test
Valuation Headroom
based Volume growth rate Gross marginrate Discount rate
on assumptions (-1 percentage (-1 percentage (+1 percentage Combination of all
CASH-GENERATING UNIT (CGU) 2016 point) point) point) factors
exceetelectronics AG 402 (597) (1,552) (2,821) (4,970)
exceersecuresommnsGmbH2?50 ................................ [322] ............................... [ 1453] ............................... : 1190] .............................. [ 2955] .....
ECRAG .................................................................................. 6949 [535][3705][2908][7149] .....
excem electromcs GesmbH ............................................. 7709 ................................ [8 gl] .............................. [3440] .............................. [2844] .............................. [70 85] .....
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Forexceetelectronics AG the changes in the key as-
sumptions might lead to recognize an impairment. Also
the combination of all three factors mightlead to recog-
nize an impairment.

For ECR AG and exceet Secure Solutions GmbH only the
combination off all three key assumptions might lead to
an impairment, each key assumption individually would
have only reduced the headroom of the CGU.

For exceet electronics GesmbH the model shows that
changes in the key assumptions would just reduce the
value in use by notleading to recognize any impairment
even when combining the factors.

The compound effect of all the changes of the underlying
key assumptions for the above listed CGUs might result
inan impairment loss on Goodwill of EUR 4,983.
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(inEUR 1,000) 2016 2015
Total currentincome tax (2,848) (2,776)
Tota|deferredtax .................................................................................................................................................................................................... 2 581 ................................ 1?55 .....
Total income tax recognized in income statement (267) (1,021)
Total deferred tax directly recognized in other comprehensive income 110 (197)
Total income tax expense (157) (1,218)

Income tax expense is attributable to:

Loss from continued operations (1,681) (1,177)
LOSSfromdlscommuedoperamns ................................................................................................................................................................... 1,414155 .....
Total income tax recognized in income statement (267) (1,021)
Totalincome tax directly recognized in other comprehensive income attributable to continued operations 110 (197)
Total income tax expense (157) (1,218)
(in EUR 1,000) 2016 2015
Profit/(Loss) from continued operations before income tax expense (5,440) (185)
..... Proﬂt/[Loss]fromd|scommuedOperatmnsbeforemcometaxexpense[25696]39

(31,136) (146)
Group effective taxe rate 8.24% 2480.82%
Tax calculated ataverage domestic tax rates applicable to profits in the respective jurisdictions 2,566 (3,622)

Tax effect from prior years (14) (?1)

Total income tax (current & deferred) (267) (1,021)

in % of earnings before tax -0.86% -699.32%
In the current year, the composition of the Group effec- EUR 320 (2015: EUR 3,543) of “Non-taxable income” and
tive tax rate is mainly due to the loss from the discon- EUR 538 (2015: EUR 1,031) of “Non-deductible expense”
tinued operations realized in non-taxable entities and resulted out of the year-end currency adjustment (EUR/
additionally the change in the mix of profit and loss of CHF] of a convertible bond between Group companies
Group companies located in countries with different tax with different tax rates (see individual financial state-
rates. In 2015 for some of the loss making subsidiaries ments of exceet Group SE note 4.

no deferred tax asset was booked as itis not likely that
these entities will generate taxable income in the fore-
seeable future. As a result the tax calculated at average
domestic tax rates has significantly changed compared
to prior year.
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At December 31, 2016, unremitted earnings have been
retained by consolidated entities for reinvestment. There-
fore, no provision is made for income taxes that would be
payable upon the distribution of these earnings. If these
earnings were remitted, an income tax charge could
resultbased on the tax statutes currently in effect.

The gross movement on the deferred income tax
accounts s as follows:

(in EUR 1,000} 2016 2015
At 1 January (4,124) (5,410)
. |nc0me5tatememcharge2y5811755
e D”—ecﬂgrecogmzedmgthercomprehenswemcome ............................................................................................................................... 110 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [19?]
e [urrencgtranganond,ﬂrerence ......................................................................................................................................................................... e E— [2?2]
At 31 December (1,429) (4,124)

Deferred tax assets and liabilities are presented on a net
basis if a legally enforceable right exists to offset current
tax receivables against tax payables and if the deferred
taxes existin the same taxjurisdiction. The following
amounts remain after offsetting:

(inEUR 1,000) 2016 2015
Deferred tax assets, realized after 12 months 1,035 1,204
Deferred tax assets, realized within 12 months 171 158
Total deferred tax assets 1,206 1,362

Deferred tax liabilities, realized after 12 months

Deferred tax liabilities, realized within 12 months

Total deferred tax liabilities

Total deferred tax
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The changes in deferred tax assets and liabilities in the
current year, without taking into account the netting of
open items within the same tax jurisdiction, are deter-
mined as follows:

Capitalized

tax losses

Intangible Tangible Pension carry-
(inEUR 1,000) assets assets  Inventories Provisions liability forwards Others Total
1 January 2016 338 2 184 8 1,219 2,287 371 4,409
Disposal of subsidiaries (note 29) (338) (40) (352) (730)
Movements viaincome statement (23) 70 368 36 451
Movements via OCI 110 110
Currency translation differences 12 5 17

31 December 2016

Currency translation differences 0 0 0 0 107 0 0 107
31 December 2015 338 2 184 8 1,219 2,287 371 4,409
Intangible Tangible Pension Longterm

(inEUR 1,000) assets assets  Inventories Provisions liability Liabilities Others Total
1Januar92016 ....................................................... [43?4] ............... [ 302] ............ [1,075] .................. [102] ...................... 0 ........... [2092] ................. [37] ........... [8,533]
D,Sposa|ofsub5|d|anes[nmegg] ............................... 223 .................. 35? ................................................................................................................................................... 580
Movememswamcomestatemem ............................. 65775 ................... 262101311 ...................... 9 .............. 2325
ReSUHOfChangEdtaxrate ..................................................................... ( 18][23] ................................................................................................. [3] ................. [44]
Currencgtrans|at|ondnﬁferences ................................... [5] .................... [2] ..................... [?] ........................................................................................................................ [14]

31 December 2016 (3,499) (389) (844) (92) 0 (781) (81) (5,686)
1Januar92015 ....................................................... [4,757] ............... [959] ............ [1,352] .................. [105] ...................... 0 ........... [2,49?] ................. [gg] ........... [9’780]
Movememswamcomestatemem ............................. 558 .................. 203 ................... 4 38 ....................... 1 1 ...................... 0 .................. 4 05 ..................... 1 11525
Currencgtrans|at|0nd|ﬁferences ............................. [165][46] ................. [152] ...................... [?] ...................... g ....................... [] ................... [9] ............... [3?9]

31 December 2015 (4,374) (802) (1,076) (102) 0 (2,092) (87) (8,533)

Group companies have uncapitalized tax losses of

EUR 21,198 (2015: EUR 40,342] as itis uncertain that
the companies can utilize them. Of those tax losses

EUR 16,981 (2015: EUR 35,601) have no expiry date and
the remaining EUR 4,217 (2015: EUR 4,741) will expire in
two to seven years (2015: three to nine years).
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8. INVENTORIES

(in EUR 1,000) 2016 2015

Raw materials 20,189 20,029

Inventory provision (4,238) (4,002)
Total 28,657 30,440

The cost of inventories recognized as expenses and in-
cluded in “cost of sales” amounted to EUR 70,048 (2015:
EURG7,111]).

No Inventories are pledged (2015: EUR 0] (see note 28
“Pledged assets”).
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9. TRADE RECEIVABLES, NET
(in EUR 1,000) 2016 2015

..... Trade accounts recelvable, gross - due fOM NI PAITES i A2 o 228
Provision forimpairment (300) (172)
Total 18,953 22,720

As of 31 December 2016 trade receivables of EUR 412

(2015: EUR 412]) were impaired. The amount of the total

provision for these receivables amounts to EUR 300 as

of 31 December 2016 (2015: EUR 172]. In total there are

EUR O (2015: EUR 2,049) insured, including EUR 0 (2015:

EUR 1,461) receivables which are not due.

The ageing of the impaired receivables (referred to the

due date of the receivables) is as follows:

(in EUR 1,000) 2016 2015
..... NOTdueand pastdUE U0 IMONINS | s sttt
Pastdue over 3 to 6 months 36 285
Pastdue over 6to 12 months 257 16
Pastdue over 12 months 119 108
Total 412 412

As of 31 December 2016 trade receivables of EUR 3,477
(2015: EUR 2,936) were past due since up to 3 months
butwere notimpaired. This decision is made based on no
recent history of default of these customers.
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The following table shows the movements of the provi-
sion forimpairment for trade receivables:

(in EUR 1,000) 2016 2015

At 1 January 172 109

Currency translation differences 1 0

At 31 December 300 172

The gross amounts of the Group’s trade receivables are
denominated in the following currencies:

(in EUR 1,000) 2016 2015
EUR 13,845 15,766
CHF 4,407 6,046
usDh 1,001 1,060
GBP 0 20
Total 19,253 22,892

The maximum exposure to credit risk at the reporting
date is the carrying value of each class of receivable
mentioned above. Accounts receivables in the amount of
EUR 8,203 (2015: EUR 10,325) are pledged (see note 28
“Pledged assets”).
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10. OTHER RECEIVABLES
(inEUR 1,000) 2016 2015
Short-term deposit 124 73

Others 101 233
Total other current receivables 1,151 1,462
Long-term deposit 0 186
Total other non-currentreceivables 0 186

Other receivables in the amount of EUR 485 (2015: EUR
506) are pledged (see note 28 “Pledged assets”).
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11. ACCRUED INCOME AND PREPAID EXPENSES

(inEUR 1,000) 2016 2015
Insurance companies 28 204
‘‘‘‘‘ Somalmsts 20
‘‘‘‘‘ Rems 2853
‘‘‘‘‘ Ma,menancecomracts 1841?9
‘‘‘‘‘ Exmbmon ?092
‘‘‘‘‘ CrEdltmteforgOOds 11982
‘‘‘‘‘ Fees 3853
‘‘‘‘‘ Others 4?82
Total 516 745

Accrued income and prepaid expenses primarily
comprise prepaid expenses which will be reflected in
expenses.
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12. CASH AND CASH EQUIVALENTS
(inEUR 1,000) 2016 2015
Cashatbankand on hand 30,532 32,844
Short-term bank deposits 342 412
Total 30,874 33,256

The risk that these assets will be subject to changes in
value is minimal.

No cash and cash equivalents were pledged in 2016
(2015: EUR 0] (see note 28 “Pledged assets”).
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On 26 July 2016 the conversion right for holders of
Class B and Class C Shares expired as per the articles
of association of the Company. At the extraordinary
general meeting (the “EGM”) held 15 September 2016,
shareholders agreed to the decrease of the Company’s
issued share capital by an amount of Euro 216,000.00
from Euro 527,960.16 to Euro 311,960.16 through the
cancelation of all (i) 5,210,526 redeemable Class B
Shares and (ii) 9,000,000 redeemable Class C Shares
from their holders at their accounting par value.

With resolution at the EGM, the issued share capital is
setat 20,523,695 shares, issued as Class A Shares
(“Public Shares”), with 20,073,695 Class A Shares listed
on the stock exchange and 450,000 own Class A Shares
held by the Company (Treasury Shares).

Share capital of exceet Group SE has developed as fol-

lows:
Euro
Balance at 1 January 2016 527,960.16
[ancem,onofB/CSharesaS0f15september2016 ........................................................................................................................................................... [21500000] .....
Balance at 31 December 2016 311,960.16
Balance at 1 January 2015 527,960.16

Balance at 31 December 2015 527,960.16
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Total Shares Class A Shares Class B Shares Class C Shares

Number of shares issued as at 1 January 2016 34,734,221 20,523,695 5,210,526 9,000,000
Cancelation of B/C Shares as of 15 September 2016 (14,210,526) 0 (5,210,526) (9,000,000)
Number of sharesissued as at 31 December 2016 20,523,695 20,523,695 0 0
Number of shares issued as at 1 January 2015 34,734,221 20,523,695 5,210,526 9,000,000
Number of sharesissued as at 31 December 2015 34,734,221 20,523,695 5,210,526 9,000,000

Class B and Class C Shares were redeemable Shares in
the sense of the Luxembourg Company Law and were
splitinto six separate classes of shares, with rights iden-
tical to those of the Public Shares, except as described
below:

The Class B and Class C Shares would be automatically
converted into Public Shares, at a ratio of one Public
Share for each Founding Share as follows:

e 2,105,263 Class B2 Shares will be converted into
Public Shares if the Daily VWAP (as defined hereafter]
onany 20 outofany 30 consecutive Trading Days fol-
lowing consummation of the reverse assetacquisition
is atleast equal to Euro 14.00.

e 2,105,263 Class B3 Shares will be converted into
Public Shares if the Daily VWAP (as defined hereafter)
onany 20 outofany 30 consecutive Trading Days fol-
lowing consummation of the reverse assetacquisition
is atleast equal to Euro 16.00.

¢ 1,000,000 Class B4 Shares will be converted into Pub-
lic Shares if the Daily VWAP (as defined hereafter] on
any 20 out of 30 consecutive Trading Days following
consummation of the reverse asset acquisition is at
least equal to Euro 12.00.

e 3,000,000 Class C1 Shares will be converted into
Public Shares if the Daily VWAP (as defined hereafter)
onany 20 out of any 30 consecutive Trading Days fol-
lowing consummation of the reverse assetacquisition
is atleast equal to Euro 12.00.

e 3,000,000 Class C2 Shares will be converted into
Public Shares if the Daily VWAP (as defined hereafter)
onany 20 out of any 30 consecutive Trading Days fol-
lowing consummation of the reverse assetacquisition
is atleast equal to Euro 13.00.

e 3,000,000 Class C3 Shares will be converted into
Public Shares if the Daily VWAP (as defined hereafter)
onany 20 outof any 30 consecutive Trading Days fol-
lowing consummation of the reverse assetacquisition
is atleast equal to Euro 15.00.

For this purpose, the “Daily VWAP” means, for any trading
day, the per Public Share volume-weighted average price
on Xetra as reported by Bloomberg for such trading day
(orif such volume-weighted average price is unavailable
from Bloomberg, the volume weighted average share
price of the Public Shares on such trading day deter-
mined by an internationally recognized investment bank
selected by the Company].

In connection with the aforementioned conversion, the
Board of Directors shall be given all powers to implement
the conversion of Class B Shares and Class C Shares into
Public Shares and to make any statement, castvotes,
sign all minutes of meetings and other documents, ap-
pearin front of a Luxembourg notary to state the occur-
rence of the canversion and make relevantamendments
to the Articles of Association, do everything which is
lawful, necessary or simply useful in view of the accom-
plishmentand fulfillment of such conversion.
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Any Class B or Class C Shares not converted to Public
Shares on or prior to the fifth anniversary of the consum-
mation of the reverse asset acquisition will no longer

be convertible into Public Shares and will be redeemed
within six months of such date at a redemption price per
Class B Shares and Class C Shares corresponding to the
accounting par value of such Class B Shares and Class C
Shares (subject to availability of sufficient funds).

All remaining Class B and C Shares were redeemed at the
parvalue as of 15 October 2016.

Each Public Share is entitled to receive the same amount
of dividend. Class B and C Shares dividend rights were
limited to one Eurocent (Euro 0.01) per Share.

All shares are entitled to one vote at any ordinary or
extraordinary general meeting of shareholders.

The shares are freely transferable, subject to the provi-
sions of the law and these articles of association. All
rights and obligations attached to any share are passed
to any transferee thereof.

For Class B and C Shares the following transfer restric-
tion existed:

(in EUR 1,000)

Class B Shares may be transferred only to existing
holders of Class B Shares and their affiliates (as de-
fined hereafter);

* Class B Shares may be transferred only in the event of
death of a B Shareholder, to the successors of such B
Shareholder;

* (Class CShares may be transferred only to members of
management of exceet Group SE and/or members of
management of affiliates of exceet Group SE;

* (Class CShares may be transferred as in-kind distribu-
tions to direct shareholders who held Class C Shares
on the date of consummation of the reversed asset
acquisition, but only after (and including] the last day
of a twenty-four (24) month period beginning with the
date of consummation of the reversed asset acquisi-
tion; or

* (Class CShares may be transferred in the event of

death of a C Shareholder, to the successors of such C

Shareholder.

“Affiliate” of, or person “affiliated” with, a specified per-
son, is a person that directly, or indirectly through one

or more intermediaries, controls oris controlled by, oris
under common control with, the person specified and the
term “control” means the possession, direct or indirect,
of the power to direct or cause the direction of the man-
agementand policies of a person, whether through the
ownership of shares, by contract, or otherwise.

Balance at 1 January 2016 104,960
Total comprehensive income for the period (21,130)
gharebasedpagmemsg .....
Balance at 31 December 2016 83,830
Ba|anceat1Januargzo15100,438 .....
Total comprehensive income for the period 4,469
Sharebasedpagmemsg .....

Balance at 31 December 2015

104,960
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(inEUR 1,000) 2016 2015
Bank borrowings 27,926 35,013
Finance lease liabilities (note 27) 1,432 2,032
Total non-current borrowings 29,358 37,045
Bank borrowings 6,154 2,339
Finance lease liabilities (note 27) 779 1,934
Otherloans 0 0
Total current borrowings 6,933 4,273
Total borrowings 36,291 41,318

Bank borrowings are denominated to 81% in CHF (2015: value of the total bank borrowings is EUR 34,080 (2015:
?3%) and 19% (2015: 27%) in EUR. EUR 37,352).

The main facility agreement offers exceet a possible With the sale of the card business (IDMS] exceet is
maximal amount of EUR 27.9 million (CHF 30.0 million). obliged to reduce its bank borrowing debtby EUR 4.7
This facility is valid until 28 February 2018 and exceet million (CHF 5.0 million) as of 31 March 2017. Addition-
used thereof EUR 24.7 million (CHF 26.5 million). The ally the Group agreed to reduce the facility agreement
bank has the right for an extraordinary termination with by EUR 2.8 million (CHF 3.0 million) at the same date.
the consequence of immediate repayment of outstand-

ing debt there under and payment of a prepaymentpen-  The total bank borrowings are secured liabilities. Bank
alty, if, inter alia, a certain leverage ratio (defined as net borrowings in the amount of EUR 8,092 (2015: EUR
debt divided by EBITDA] is exceeded; certain operation 8,558) are secured by land and buildings of the Group
measures are not met or in the case of change of control  [see note 5 “Tangible assets”]). Bank borrowings of EUR
of the Group. Further two loan facilities in accordance 24,676 (2015: EUR 24,458) are additionally secured
with the main facility agreement with Swiss operational by shares of certain subsidiaries (GS Swiss PCB AG, ECR
subsidiaries in the amount of CHF 10.0 million (EUR 9.3 AG, exceet electronics AG, AEMtec GmbH) of the exceet
million) contain general market conditions and require- Group AG, EUR 2,555 (2015: EUR 4,047) by assigned
ments, including restrictions due to change of control. trade receivables and EUR 184 (2015: EUR 289] by

As in prioryear, in 2016 all covenant tests confirmed machinery (see note 28 “Pledged assets”).
compliance with the financial covenants. The nominal
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The exposure of the Group’s borrowings to interest rate
changes and the contractually fixed interest repricing
dates atthe balance sheet dates are as follows:

(inEUR 1,000) 2016 2015

6 monthsorless 28,166 32,472
..... 512m0mh58421405
..... 1ggear534473595
..... 25983r519301608
..... Oversgear51906213?

Total 36,291 41,318

As per 31 December 2016, the borrowings within inter-
estrepricing dates of 6 months or less are mainly non-
current with floating interest rates.

The carrying amounts and fair value of the non-current
borrowings are as follows:

(inEUR 1,000) 2016 2015
Bank borrowings 27,926 35,013
Finance lease liabilities 1,432 2,032
Total 29,358 37,045
Bank borrowings 28,592 36,234
Finance lease liabilities 1,432 2,032
Total 30,024 38,266

The fairvalues of bank borrowings are level 2 fair values
and were determined based actual interest rates.

The Group has the following undrawn borrowing facilities:

(inEUR 1,000) 2016 2015

Floating rate:

- Expiring within one year 5,692 6,566
..... Expmngbegondonegear54595430
..... Fmedrate
..... Expmngwnhmonegeargg
..... Expmngbeyondonegeargg

Total 11,151 11,996

The facilities have been arranged to help finance the
operational activities if required. The granted current ac-
countlines are normally not fully utilized.
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Contributions to retirement benefit plans are generally
calculated based on the salary of the insured employees.
In Switzerland, pension obligations are covered by legally
segregated assets. The retirement benefit scheme of the
Group’s subsidiaries located in Switzerland is organized
as a legally independent pension fund according to Swiss
Law (BVG). The pension fund provides benefits in the
eventof retirement, death or disability. The plans’ benefits
are based on age, years of service, salary and on an indi-
vidual old age account. The plan is financed by contribu-
tions paid by the employees and by the employer.

The retirement benefit obligation for the German sub-
sidiary, AEMtec GmbH, Berlin, is an obligation due to the
former employees of Infineon Technologies AG (predeces-
sor of AEMtec GmbH). Employees of Infineon Technologies
AG were transferred to the new founded AEMtec GmbH. For

these employees, the retirement benefit obligation went
overto AEMtec GmbH by 31 March 2000. The amount of
the obligation depends on different factors such as staff
membership, age and salary. The obligation is unfunded.

With the disposal of the IDMS-segment the retirement
benefit obligation for the German subsidiary, exceet Card
AG (former PPC Card Systems GmbH, Paderborn), were
transferred to the buyer.

The net periodic pension cost and the defined benefit
obligations have been calculated using the projected unit
credit method.

The amountrecognized in the balance sheetis composed
as follows:

(in EUR 1,000) 2016 2015
Present value of funded obligation (53,271) (51,352)
..... Fa,rva|ueofp|anasset44,52342,921

(8,748) (8,431)
..... Presemva|ueOfunfundedob“gatmn[1563][1353]
Liability in the balance sheet (10,311) (9,784)
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Movement of the defined benefit obligation:

2016 Present value of Fair value of plan
(inEUR 1,000) obligation assets Total
At 1 January 2016 (52,705) 42,921 (9,784)

Administration expense (60) (60)
Total i

recorded i

-Gain/ (loss) from experience 620 620
Total remeasurements (1,926) 1,512 (414)

-Plan participants (1,129) 1,129 0
L S 2] — 2,459 N
Beneﬂtpagments .......................................................................................................................................................... L [3104] .................................................

-Benefits paid by employer 9 0
Total payments for Plan Sl (3104) N

Exchange differences (483) 403 (80)

At 31 December 2016 (54,834) 44,523 (10,311)

2015 Present value of Fair value of plan

(inEUR 1,000) obligation assets Total

At 1 January 2015 (46,077) 37,554 (8,523)

Current service cost (2,193) (2,193)

A
Total amount recorded in the income statement (2,820) (2,372)

expen

-Gain/ (loss) from experience 212 212
Total remeasurements 212 99 311

-Plan participants (1,263) 1,263 0
Total contributions (1,263) 2,761 1,498

-Benefits paid by employer 20 20
TotalpaYmMeNts 0T PIaN 25 R (2039) .20
Exchange differences (4,816) 4,098 (718)

At31 December 2015 (52,705) 42,921 (9,784)
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Of the total charge of EUR 1,996 (2015: EUR 2,372),

EUR 1,438 (2015: EUR 1,717]) were included in “cost of
sales”, EUR 275 (2015: EUR 313] in “administrative ex-
penses”, EUR 283 (2015: EUR 342) in “distribution costs”.

The significant actuarial assumptions are as follows:
Swiss pension plan

The average life expectancy for Swiss pension plans was
calculated on the basis of BYG2015 Generation tables
(2015: BVG2010 Generation tables). The disability rates
were also calculated on the basis of BVG2015 (2015:
BVG2010].

Discount rate

Labor turnover rate

Life expectancy atage 65 (years):

2016 2015
- Retiring at the end of the reporting period
et Ce s e S
T e e
....... R WIS e
e e Rt Ce s T S
T [ e e
German pension plans
The average life expectancy for the German pension
plans is based on the biometric basis values by
Prof. Dr. Klaus Heubeck, according to the German law.
2016 2015
Discount rate 2.00% 2.50%
e S
S [ T
Average retirement age (years):
2016 2015
Male 65 65
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SENSITIVITY OF THE DEFINED BENEFIT OBLIGATION TO
CHANGES IN THE PRINCIPAL ASSUMPTIONS

Impacton defined benefit obligation:

Switzerland AEMtec GmbH Total Group
Discountrate -0.25% increase of 4.7% increase of 5.8% increase of 4.7%
+025% ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ decreaseof43% .................................... decreaseof53% ....................................... decreaseof44% .....................
Sa|argmcrease ............................. 025% ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ decreaseofo4%n/a .................................................... decreaseomm .....................
+025% ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ mcreaseofgs%n/amcreaseofo5% .....................
Pens,onmdexat,on ...................... 025% ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, n/a ................................................. decreaseof35% ....................................... decreaseof01% .....................
+025% ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ n/a|ncreageof3?%|ncreaseof01% ......................

As of the balance sheet date, the plan assets comprise
the following items:

(inEUR 1,000) 2016 in% 2015 in%
Equities 11,236 25.2% 10,611 24.7%
R . L
T, . EE— - A .. EE— s
R —— L R - L S
e . .. I o
e R - L I S
Total 44,523 100.0% 42,921 100.0%

The qualified insurance policies are based on unquoted of risk. The expected long-term return is based on past

prices, all other categories are based on quoted pricesin  experience and on expected future returns.
an active market.

The Group expects EUR 1,211 (2015: EUR 1,433] in
The investments are well diversified, such that the failure  contributions to be paid to the defined benefits plansin

of any single investment would not have a material im- 2017.

pacton the overall level of assets. The main proportions

of assets are invested in bonds and equities, although The weighted average duration of the defined benefit

the Group also invests in property, hedge funds and obligation for the Swiss pension plans is 20 years, for the
cash. The Group believes that bonds and equities offer German pension plans the weighted average duration is

the bestreturns in the long term with an acceptable level 23 years.
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In January 2012, the Company announced the imple-
mentation of the Management Stock Option Program
(MSOP), pursuant to which up to 450,000 options to
acquire Class A Shares of the Company to be granted to
selected currentand future executives of the Company
and its affiliated enterprises. On 21 November 2011, the
Board of Directors approved the reservation of 450,000
listed Class A Shares held as Treasury Shares by the
Company to be used for the settlement of the MSOP
granted.

In August 2012, two executives of the Company were
awarded with 66,667 options each with the following
terms:

i] The total number of options granted is divided into
four equal tranches, where each tranche is charac-
terized by a different strike price of Euro 7.00, Euro
12.00, Euro 13.00 and Euro 16.00;

ii) The options can only be exercised in pre-defined
periods, if the volume-weighted average share price,

as defined in the Articles of the Company, rises above
the strike prices defined above;

iii) The options have a contractual option term of five
years from the grant date and the Group has no legal
or constructive obligation to repurchase or settle the
options in cash;

iv] Options are conditional on the beneficiary’s continu-
ing employment with the Company and expire imme-
diately with no compensation should the employment
be terminated; and

v] The beneficiary receives one Class A Share for each
option exercised with no further payment required.

In 2015 and 2016 no options were awarded with the
MSOP to any employee. The options expire in August
2017.

Movements in the number of share options outstanding
theirrelated weighted average exercise prices are as
follows:

2016
Average exercise price per share
option in Euro

Share options

At 1 January2016 12.00 66,667
At 31 December 2016 12.00 66,667
2015

Average exercise price per share
option in Euro

Share options

At 1 January 2015

12.00 66,667

At 31 December 2015

12.00 66,667

The stock option plans have been granted to two indi-
viduals. As one of the individuals left the company in the
year 2012, the stock option plan of this person has been
forfeited in line with the rules of the stock option plan.

Out of the 66,667 outstanding options (2015: 66,667
options), none of the options were exercisable as at
31 December 2016.
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Share options outstanding at the end of the year have
the following expiry date and exercise prices:

Grant date Expiry date Exercise price per share option Share options
in Euro
August2012 August 201 7.00

August 2012 August 2017 16.00

2012 66,667

The weighted average fair value of options granted dur-
ing the period was determined using the Monte Carlo
simulation based on the logarithmical calculation of the
base values over five years on the Gaussian distribu-
tion model. Simulation is performed for each beneficiary
and individual share options tranche with the following

assumptions:

FAIR VALUE OF SHARE OPTIONS AND ASSUMPTIONS BY STRIKE PRICE Euro 7.00 Euro 12.00 Euro 13.00 Euro 16.00

Fair value at grand date 4.04 2.82 2.64 2.21

Share price at grant date 4.87 4.87 4.87 4.87
Excemsepr,ce ........................................................................................................................................... 700 ........................ 1200 ........................ 1300 ......................... 1600
Expectedvmatmtg .................................................................................................................................. 505% ........................ 505% ........................ 505% ........................ 505%
Optmn||fe[expectedwe|ghtedaverage“fe]mmomhs ..................................................................... 14 .............................. 25 .............................. 28 ............................... 32
Expecteddl\,ldendgggg
R|5kfree|merestrateu5ed ................................................................................................................. [] 45% ........................ [] 45% ........................ [] 45% ........................ 0 45%

Expected volatility was based on an average from the
peer group of the Group as the Company does not have

a sufficient historical data for its own shares. Risk-free
interestrates used were based on the corresponding
EURO-swap and forward rate on the grant date. The
estimated fair value of the share options will be charged
to the income statement over the estimated option life.
In 2016 EUR O (2015: EUR 3] has been recognized in
personnel costs and in equity (see notes 13 “Equity” and
22 “Personnel costs”).
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17. ACCRUED EXPENSES AND
DEFERRED INCOME

(in EUR 1,000) 2016 2015

Incentives foremployees 2,374 2,765

Others 90 313

Total accrued expenses and deferred income 5,774 7,137
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18. OTHER FINANCIAL LIABILITIES

exceet Group SE completed its initial public offering of
20,000,000 units consisting each of one share and one
warrant, both traded on the Frankfurt Stock Exchange, at
an initial price of Euro 10.00 raising hence a total of

EUR 200,000.

Public Warrants were treated as derivatives under [AS 32
as they will be settled netin shares (notin cash). There-
fore, they were classified as financial liabilities at fair value
through profitor loss.

The exceet Public Warrants (ISIN LUO472839819] expired
on 26 July 2016 inaccordance with clause 9.2 of their
terms and conditions and have been automatically and
immediately canceled on 27 July 2016, hence no fair value
was recorded at 31 December 2016 (31.12.2015: EUR 20].
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19. OTHER LIABILITIES

(in EUR 1,000) 2016 2015

Prepayments 318 645

Total other current liabilities 2,281 4,258

The position “Others” contains liabilities to consultants
and other third parties.

The position in the balance sheet of other non-current
liabilities included EUR 950 (2015: EUR 1,022) of gov-
ernment grants. In 2015 the position also included EUR
498 (discounted) as remaining contingent consideration
for the acquisition of Lucom GmbH Elektrokomponenten
und Systeme which was released in otherincome in
2016 (see note 23 “Other operating income”).
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20. PROVISIONS FOR OTHER LIABILITIES
AND CHARGES

Reconstruction Sacial
(inEUR 1,000) Guarantees obligations provisions Others Total

Currency translation differences

At 31 December 2016 116 0 307 180 603
Reconstruction Social
(inEUR 1,000) Guarantees obligations provisions Others Total

Currency translation differences 0 0 0 8 8
At 31 December 2015 334 145 894 288 1,661
(in EUR 1,000) 2016 2015

ANALYSIS OF TOTAL PROVISION

Current 0 360
Total provisions 603 1,661
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The Group recognizes guarantee provision to cover war-
ranty claims. The calculation of this provision is based
on pastexperience of warranty claims and returns. The
actual costs for warranty and returns may differ from
these estimates.

The Group provides for costs associated to asset
retirement obligations in connection with any legal or
contractual obligation associated with the retirement of
atangible assetor from lease agreements.

The amount provided covers the legally required provi-
sions for possible severance payments in Austria.

Other provisions include provisions for anniversaries of
EUR 145 (2015: EUR 148] and provisions for storage of
business documents EUR 35 (2015: EUR 78]). In prior
year EUR 62 further other provisions.
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21. EXPENSES BY NATURE

(in EUR 1,000) 2016

Raw materials and consumables used 70,506

Depreciation, amortization and impairment charges (note 5/6) 12,486

Total cost of sales, distribution costs, admin & other expenses 140,955

135,345

Development costs of EUR 8,224 (2015: EUR 7,459) are
included in above expenses by nature.

Administrative expenses include EUR 275 (2015: EUR
284) of audit costs and no costs (2015: EUR 0) for non-
audit services charged by the Group auditor.
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22. PERSONNEL COSTS

Personnel costs comprise the following costitems:

(in EUR 1,000) 2016 2015
Salaries 38,293 38,939
..... s
..... e L et
..... e
..... e L T
Total 46,859 47,888

Average staff headcount (FTE) for 2016 amounts to
639 (2015: 637, splitinto production & technical of
408 (2015: 419]; management & administration of

67 (2015: 69); sales & marketing of 65 (2015: 64) and
research & development of 99 (2015: 85).
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23. 0THER OPERATING INCOME

Other operating income includes the following items:

(inEUR 1,000) 2016 2015

Release of earn-out provision 500 0

Others 91 154

Total other operating income 1,253 657

Release of earn-out provision is related to the release of
earn-out liability from the acquisition of Lucom GmbH
(EUR 500).
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24. 0OTHER EXPENSES

Other expenses result from the following items:

(inEUR 1,000) 2016 2015

Energy costs

Others

Total other expenses ,
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25. FINANCIAL RESULT
The financial results are derived as follows:
(inEUR 1,000) 2016 2015
Interestincome ’ 3
Foreign currency exchange gains 1,618 5,526
Other financial income 2 ’
Financialincome 1,627 5,536

Interestexpenses

Other financial expenses

Financial expenses

Net fair value gain on other financial liabilities (note 18) 20 1,360
Net fairvalue loss on other financial liabilities (note 18)

Changes in fair value in financial instruments 20 1,360
Total financial result (1,060) (1,893)
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Earnings per shares (EPS) are calculated by dividing the
profit or loss attributable to the ordinary shareholders of
the Group by the weighted average number of ordinary
shares outstanding during the period excluding ordinary
shares purchased by the Group and held as Treasury
Shares.

Due to different rights to receive dividends (see note 13
“Equity”), exceet Group SE has two classes of ordinary
shares. Disclosure of EPS amounts is required for both
classes of ordinary shares.

The calculation of basic EPS at 31 December 2016 is
based on the loss from continued operations attributable
to the owners of the parent of EUR 7,121 for 2016 (2015:
Loss of EUR 1,362) and the weighted average number

of ordinary shares outstanding of 20,073,695 Class A
Shares. As of 15 September 2016 the Class B/C Shares
have been canceled. For the same period in the previous
year the notional weighted average numbers of ordinary
shares outstanding were 20,073,695 Class A Shares and
14,210,526 Class B/C Shares respectively.

year the notional weighted average numbers of ordinary
shares outstanding were 20,073,695 Class A Shares and
14,210,526 Class B/C Shares respectively.

Diluted EPS are calculated by increasing the average
number of shares outstanding by the total number of
potential shares arising from option rights. The Group has
outstanding 66,667 share options from the Management
Stock Option Program (MSOP). The share options are not
dilutive as the average market price of the ordinary shares
is below the exercise price of the share options.

Should the share options of the Management Stock Option
Program (MSOP) be exercised, the total number of Class
AShares would increase by 66,667 t0 20,140,362 Class
AShares, having minorimpact on the EPS. Share options
from the MSOP not exercised within the contractual time
frame expire without any redemption and have no dilutive
impact on the EPS.

Profit/ (Loss) for continued operations for the year (EUR 1,000]) attributable

to equity holders of the Company

Weighted average number of ordinary shares outstanding

Class AShares (e,121) (797)

Basic earnings / (loss) per share (Euro/share)

Class B/C Shares 0.00

The calculation of basic EPS at 31 December 2016 is
based on the loss from discontinued operations attribut-
able to the owners of the parent of EUR 24,282 for 2016
(2015: Profit of EUR 195) and the weighted average num-
ber of ordinary shares outstanding of 20,073,695 Class
AShares. As of 15 September 2016 the Class B/C Shares
have been cancelled. For the same period in the previous

As described in the annual report of exceet consolidated
financial statements note 13 “Equity”, Class Band C
Shares thatare not converted to Public Shares on or prior
to the fifth anniversary of the consummation of the re-
versed assetacquisition will no longer be convertible into
Public Shares and will be redeemed. As of the extraordi-
nary general meeting held 15 September 2016 Class B/C
Shares have been redeemed and been canceled.

2016 2015

Profit/ (Loss) for discontinued operations for the year (EUR 1,000 attributab-

le to equity holders of the Company

Class AShares

(24,282) 114

Basic earnings / (loss) per share (Euro/share)

Class B/C Shares 0.00 0.01
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27. OTHER FINANCIAL OBLIGATIONS/
COMMITMENTS AND CONTINGENCIES

27.1 RENTAL AND LEASE CONTRACTS

Description of rental and lease contracts:

(inEUR 1,000)

OPERATING LEASE OBLIGATIONS (RENTAL) AS OF 31 DECEMBER

More than 5 years 0 279

Total 4,163 7,849

(in EUR 1,000) 2016 2015

FINANCE LEASE OBLIGATIONS AS OF 31 DECEMBER
..... <1gear?992021
>15963rs ............................................................................................................................................................................... 1 4491983 .....
..... Morethanggeargogz

Total 2,248 4,126
..... Futuref|nancecharge50nf|nance|eage[3?][160]

Present value of finance lease liabilities 2,211 3,966
The presentvalue of finance lease liabilities is as follows:

(inEUR 1,000) 2016 2015

< 1lyear 7’79 1,934
..... >1ggear5 14321912
..... Morethan5gear5 0120

Present value of future lease liabilities 2,211 3,966

In the financial year 2016, the rental and leasing ex-
penses amounted to EUR 1,582 (2015: EUR 1,598]).

27.2 CONTINGENT LIABILITIES

Itis notanticipated that any material liabilities will arise
from the contingent liabilities other than those already
provided for (see note 20 “Provisions for other liabilities
and charges”).
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28. PLEDGED ASSETS

The Company has the following pledged assets:

(inEUR 1,000) 2016 2015
Land and building 15,159 15,581
,,,,, P|edgedaccoumsrecewames 8’20310325
,,,,, Pledgedmhe”ecelvables 485505
,,,,, p|edgedmachmergandequmem 4,8141908
,,,,, p|edgedmvemo”es 00
,,,,, p|edgedcash 0[]
Total pledged assets 28,661 30,320

Bank borrowings are secured by land and building,
receivables, machinery and equipment (see note 14
“Borrowings”).
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29. DISCONTINUED OPERATIONS

29.1 DIVESTMENT OF SUBSIDIARIES

The following table shows the cash flows of the divest-
ments made in 2016, and the transaction costs which
were directly recognized in the income statement:

(inEUR 1,000) 2016 2015  Date of deconsolidation
CASH FLOW FROM DIVESTMENT, NET OF CASH DISPOSED

- [ashmﬂowond|vestmentof|DMSSegment ................................................................................................................ g yggg .................................... 305eptember2016
Total 9,926 0

IDMS Segment

Total

The transaction costs were directly recognized within
discontinued operations as administrative expenses.

On 2 March 2016 the Group announced its intention to
sell the business segment IDMS and initiated a process
to locate a buyer. The associated assets and liabilities
were consequently presented as held for sale in the
interim reports of 2016. The assets and liabilities of the
discontinued operations classified as held for sale are
measured at the lower of their carrying value and fair
value less cost to sell. Fairvalue less cost to sell has

been determined based on the valuation of the expected

business performance and the expected sales proceed
from a third party buyer.

(in EUR 1,000)

Based on actual value indications from the capital mar-
ket, the carrying value of IDMS (discontinued operations)
was impaired by EUR 8,500 as per 30 June 2016 and
allocated to Goodwill.

As of 30 September 2016 the Business segmentand the
corresponding intercompany loans hold within the Group
were sold with effect on the same date. The financial
information relating to the discontinued operation for the
period to the date of disposal is set below.

DISPOSAL CONSIDERATION

Consideration received 11,500
CarrgmgamoumofnmassetsdISpOSEd ............................................................................................................................................................................................. [15559]
LossonDlsposa|beforeredass,f,cat,onoffore,gncurrencgtransm,onreserve ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [4,0591
Rec|ass|f|cat|onOffore|gncurrencgtranganonreserve ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [1050?]

Loss on Disposal (14,566)
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The carrying amount of assets and liabilities as at the date
of sale (30 September 2016) were:

(in EUR 1,000)

Currentincome tax liability (124)
Net assets disposed 15,559

(in EUR 1,000)

Consideration settled in cash 11,500

Cash and cash equivalents in subsidiari (1,574)
Cashinflow on divestment, net of cash 9,926
The financial performance of the discontinued opera-
tions for the first nine months 2016 and the full year
2015is as follows:

(in EUR 1,000) 2016 2015
Bl revenUe el 33185 45208
Expenses (35,815) (45,169)
.Profit/[Loss) before fairvalue adjustmentandincometax (2830) | 39
Fair value adjustment - Impairment of Goodwill (8,500) 0
L Profit/(Loss) before INCOMETaX e (13,130) | 39
Income tax 1,414 156
.Profit/[Loss] from discontinued operations e (8:716) | 195
i, ey Gy — -
Loss from discontinued operations (24,282) 195

Exchange difference on translation of disco p

Comprehensive income from discontinued operations

" 'Net Cash inflow / (outflow) from financing 904
Netincrease / (decrease] in cash generated by discontinued operations (2,596)
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At 31 December 2015, the following assets and liabilities
have been allocated the IDMS segment.

(in EUR 1,000)

16,318

Currentincome tax liabilities 6
Total liabilities 12,126

Ylncl. Goodwill of EUR 14,452
ZNetdebt for discontinued operations amount to EUR -1,052 based on third party borrowings EUR 3,118 less cash and cash equivalents of EUR 4,170.
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30. LIST OF CONSOLIDATED
SUBSIDIARIES OF EXCEET GROUP SE

Share Share
Year of inthe of the
Company Country acquisition?) Segment  Activity Ref. Share capital capital votes

CONTINUED OPERATIONS

Lucom GmbH ElektrokomponentenundSysteme ' GER 2014 Ess  Qevelopments 9 EUR26,000  100%  100%

DISCONTINUED OPERATIONS
(sold as of 30 September 2016)

exceet Card Group AG GER 2009 IDMS Holding & Services EUR 7,595,389

exceet Card Austria GmbH 1) AUT 2009 IDMS Manufacturing & Sales EUR 35,000

idVation GmbH 4 GER 2009 ipus ~ Development EUR 25,000
Services

exceet Card Nederland B.V. %) NED 2009 IDMS Manufacturing & Sales EUR 226,900

exceet Card AG 1917 GER 2010 IDMS Manufacturing & Sales EUR6,315,584

exceetCZs.r.o.® CZE 2010 IDMS Manufacturing CZK 1,500,000
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Year of acquisition refers to exceet Group AG point of view

exceet Holding AG (former: Helikos AG) was renamed by 9.5.2014

exceet electronics AG (former: Mikrap AG) was renamed by 30.12.2014

exceet electronics GesmbH (former: Contec Steuerungstechnik & Automation Gesellschaft m.b.H.) was renamed by 28.1.2015

exceetelectronics GesmbH (former: Contec Steuerungstechnik & Automation Gesellschaft m.b.H.)

and Inplastor GmbH have been merged in December 2014 retroactively as per 28.3.2014

exceetAustria GmbH holds 99.34% of the share capital of exceetelectronics GesmbH and exceet Group AG 0.66% of the share capital of exceet electronics GesmbH
exceetelectronics GmbH (former: as electronics GmbH) was renamed by 5.1.2015

exceet Medtec Romania S.R.L. (former: Valtronic Technologies Romania S.R.L.) was renamed by 20.6.2014

exceet Secure Solutions AG (former: AuthentiDate International AG) has been renamed by 13.8.2014

exceetSecure Solutions AG and exceet Secure Solutions Deutschland GmbH have been merged on 15 August 2016 retroactively as per 1 January 2016
exceet Secure Solutions GmbH (former: exceet Secure Solutions AG) has been renamed by 6.10.2016

exceetSecure Solutions GmbH holds 100% of the share capital of Lucom GmbH Elektrokomponenten und Systeme

exceet Card Group AG held 100% of the share capital of exceet Card Austria GmbH

exceet Card Austria GmbH held 100% of the share capital of idVation GmbH

exceet Card AG held 100% of the share capital of exceet Card Nederland B.V.

NovaCard Informationssysteme GmbH and exceet Card AG had been merged in February 2013 retroactivelyas per 1.1.2013

PPC Card Systems GmbH and exceet Card AG had been merged in August 2012 retroactivelyas per 1.1.2012

exceet Card Austria GmbH held 100% of the share capital of exceet CZ s.r.0.

Ref. Address

1 Riedstrasse 1 CH-6343 Rotkreuz Switzerland
2 Wildbichler Strasse 2E A-6341 Ebbs Austria

3 Fannring 8 CH-6403 Kissnachta. R. Switzerland
4 James-Franck-Strasse 10 D-12489 Berlin Germany

5 Kantstrasse 10 D-72663 Grossbettlingen Germany

6 1 Decembrie 1918 Blvd., No. 1G, Sector 3 R0-032451 Bukarest Romania

’ 100 Sylvan Road, Suite G-700 Woburn, Massachusetts 01801 USA

8 Rethelstrasse 47 D-40237 Dusseldorf Germany

9 AnsbacherStr. 2a D-90513 Zirndorf Germany
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On 15 August 2016 exceet Secure Solutions AG and
exceet Secure Solutions Deutschland GmbH have been
merged retroactively as per 1 January 2016.

As of 15 September 2015 exceet USA, Inc. was incorpo-
rated and is a 100% subsidiary of exceet Group AG.

In the effort of Group branding strategy, several com-

panies have changed their legal name to incorporate
“exceet” as per the following table:

New name Previous name Date of change

exceetSecure Solutions GmbH exceet Secure Solutions AG 6 October 2016

exceetelectronics GmbH as electronics GmbH 5January 2015
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The Company has no ultimate controlling party.

Entities and natural persons (and their families) are
considered related parties if they have the possibility

to control the exceet Group SE or to exert a significant
influence onits financial and business policies. For the
purpose of assessing the significantinfluence exercised
by related parties on the financial or business paolicies of
the exceet Group SE, the existence of fiduciary relation-
ships is taken into accountin addition, to the existing
control relationships.

RELATED ENTITIES

The following entities are to be considered related parties:

Greenock S.ar.l. (Ventizz) New York, USA (shareholder)
Oranje-Nassau Participaties B.V., Amsterdam, Netherlands
(shareholder)

Eiflia Holding GmbH, Bonn, Germany (shareholder)
Acrema, St. Gallen, Switzerland (shareholder)

White Hills Management & Co S.C.S. (director]

RELATED PERSONS

¢ Hans Hofstetter, Chairman of the Board of Directors
e Dirk-Janvan Ommeren
¢ Dr.Hagen Hultzsch

Roland Lienau

* Guido Bollue as Representative of White
Hills Management & Co S.C.S.
Wolf-Ginter Freese

MEMBERS OF THE MANAGEMENT BOARD
Wolf-Ginter Freese
Acting Chief Executive Officer & Chief Financial Officer

As of 2 March 2016 Chief Financial Officer Mr. Wolf-Guinter
Freese took over the functions of Mr. Ulrich Reutner as
acting CEQ. With the sale of the ID Management Systems
(IDMS) business activities Mr. Robert Wolny (COQ IDMS)
left exceet atthe end of September 2016. In addition, Mr.
Jan Trommershausen resigned from his functions as CO0
electronic Components Modules & Systems (ECMS) due to
the organizational adjustments implemented in January
2017. The remuneration of members of the Management
Board and the Board of Directors is disclosed in note 32
“Remuneration of members of Board of Directors and the
Management Board”.

TRANSACTIONS WITH RELATED PARTIES

The Group had legal charges in 2016 of EUR 80 (2015:
EUR ?5]. In addition, the Group had no outstanding bal-
ances at 31 December 2016 and 2015. For remuneration
to Members of Board of Directors and the Management
Board see note 32.

CONTINGENT LIABILITIES TOWARDS RELATED PARTIES

No contingent liabilities towards related parties.
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32. REMUNERATION OF MEMBERS OF BOARD
OF DIRECTORS AND THE MANAGEMENT BOARD

The following remuneration relates to the financial year

2016:
(in EUR 1,000) 2016 2015
Remuneration for meetings 180 150
Total remuneration to the Board of Directors 180 150
..... SalanesandSOCIaICOStanmemStOManagememBoard15811925
..... SharebasedpagmemstoManagememgoard[notelg][]3
..... postempmgmembenemspagmemstoManagememgoard139185
Total payments to Management Board 1,720 2,113

The payments to the Management Board in 2016 include
costs for Ulrich Reutner (former CEQ) until 2 March 2016 and
costs for Robert Wolny (former CO0 — IDMS] until 30 Sep-
tember 2016 according to the changes in the Management.

The members of the Management Board and the Board of
Directors hold the following shares and options:

2016 2015

Total Shares Total Shares

JanTrommershausen 47683 101,593
Total 47,683 101,593
Options Granted during Vested during Closing position

1 January 2016 financial year financial year 31 December 2016

Jan Trommershausen 66,667 0 0 66,667
Total 66,667 0 0 66,667
Options Granted during Vested during Closing position

1 January 2015 financial year financial year 31 December 2015

JanTrommershausen 66,667 0 0 66,667
Total 66,667 0 0 66,667
2016 2015

BOARD OF DIRECTORS Total shares Total shares
Hans Hofstetter, Chairman of the Board of Directors 220,000 220,000

Wolf-Glnter Freese 0 0

Total 283,377 570,216

At the extraordinary general meeting (the “EGM”) held 15  attheir accounting par value. Therefore in 2016 only
September 2016, shareholders agreed to the cancelation  Class AShares are included in total shares. See further
ofall (i) 5,210,526 redeemable Class B Shares and (i) details in note 13 “Equity’”.

9,000,000 redeemable Class C Shares from their holders
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EXCEET GRANTS POTENTIAL BUYER OF A SIGNIFICANT
EQUITY STAKE THE OPPORTUNITY TO CONDUCT A DUE
DILIGENCE

As published on 14 February 2017, Greenock S.ar.l., a
major shareholder of exceet Group SE, has informed the
Board of Directors of exceet Group SE that it has entered
into discussions with a potential buyer of its stake in ex-
ceetataprice of Euro 3.90 to Euro 4.00 per share. exceet
grants the potential buyer the opportunity to conduct a
due diligence of exceet. However, the Board of Directors
of exceet Group SE is not yetable to assess, whether the
conditions precedent for the acquisition of Greenock’s
stake by the potential buyer and for the potential tender
offer to the shareholders of exceet Group SE will be met
or not.

There were no other events since the balance sheet date
on 31 December 2016 that would require adjustment of
assets or liabilities of disclosure.
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To the Shareholders of
exceet Group SE

We have audited the accompanying consolidated finan-
cial statements of exceet Group SE and its subsidiaries,
which comprise the consolidated balance sheetasat 31
December 2016, and the consolidated statements of in-
come, comprehensive income, cash flows and changes
in equity for the year then ended and a summary of
significant accounting policies and other explanatory
information.

BOARD OF DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The Board of Directors is responsible for the preparation
and fair presentation of these consolidated financial
statements in accordance with International Financial
Reporting Standards as adopted by the European Union,
and for such internal control as the Board of Directors
determines is necessary to enable the preparation of
consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

RESPONSIBILITY OF THE “REVISEUR D’ENTREPRISES
AGREE”

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit.
We conducted our auditin accordance with International
Standards on Auditing as adopted for Luxembourg by
the “Commission de Surveillance du Secteur Financier”.
Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated fi-
nancial statements are free from material misstatement.

An auditinvolves performing procedures to obtain audit
evidence about the amounts and disclosures in the con-
solidated financial statements. The procedures selected
depend on the judgment of the “Réviseur d’entreprises
agréé” including the assessment of the risks of material
misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk as-
sessments, the “Réviseur d’entreprises agréé” considers
internal control relevant to the entity’s preparation

and fair presentation of the consolidated financial
statements in order to design audit procedures that

are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An auditalso includes evalu-
ating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made

by the Board of Directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficientand appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements
give a true and fair view of the financial position of exceet
Group SE and its subsidiaries as of 31 December 2016,
and of their financial performance and their cash flows
for the year then ended in accordance with International
Financial Reporting Standards as adopted by the Euro-
pean Union.

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, [-1014 Luxembourg
T: +352 494848 1, F:+352 494848 2900, www.pwc.lu

Cabinet de révision agréé. Expert-comptable [autorisation gouvernementale n°10028256)
R.C.S. Luxembourg B65 477
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OTHER INFORMATION

The Board of Directors is responsible for the otherinfor-
mation. The other information comprises the information
included in the consolidated management report and the
Corporate Governance Statement but does notinclude
the consolidated financial statements and our audit
report thereon.

Our opinion on the consolidated financial statements
does not cover the other information and we do not ex-
press any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other infor-
mation and, in doing so, consider whether the other infor-
mation is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the
auditor otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that
there is a material misstatement of this other informa-
tion, we are required to report this fact. We have nothing
to reportin this regard.

OTHER MATTER

The Corporate Governance Statementincludes informa-
tion required by Article 68bis paragraph (1) of the law of
19 December 2002 on the commercial and companies
registerand on the accounting records and annual ac-
counts of undertakings, as amended.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

The consolidated management reportis consistent with
the consolidated financial statements and has been
prepared in accordance with the applicable legal require-
ments.

The information required by Article 68bis paragraph (1)
letters ¢} and d] of the law of 19 December 2002 on the
commercial and companies register and on the account-
ing records and annual accounts of undertakings, as
amended and included in the Corporate Governance
Statementis consistent with the consolidated financial
statements and has been prepared in accordance with
applicable legal requirements.

PricewaterhouseCoopers, Société cooperative
Luxembourg, 28 February 2017
Represented by

—Fe——

Philippe Duren

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, [-1014 Luxembourg
T: +352 494848 1, F:+352 494848 2900, www.pwc.lu

Cabinet de révision agréé. Expert-comptable [autorisation gouvernementale n°10028256)
R.C.S. Luxembourg B65477
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exceet Group SE (hereafter the “Company” or “exceet”)
isacompany incorporated as a Société Européenne
under the law of Luxembourg and listed on the
regulated Frankfurt Stock Exchange (WKN: AOYF5P/
ISIN:LU0472835155) in the Prime Standard segment.

exceet Group SE is a holding Company and holds a group
of subsidiaries in the electronic and security industry. For
further details in relation to the subsidiaries please refer
to the exceet Group consolidated financial statements.

The Company has a total of 13 subsidiaries located in four
European countries (Austria, Germany, Switzerland and
Romania) and the USA. This setup allows the companies
to benefit from specific local advantages (e.g. customer
proximity) and to apply flexible development and produc-
tion processes necessary to fulfill the requirements of
customers.

The Company’s purpose is the creation, holding, de-
velopment and realization of a portfolio, consisting of
interests and rights of any kind and of any other form

of investmentin entities in the Grand Duchy of Luxem-
bourg and in foreign entities, whether such entities exist
or are to be created, especially by way of subscription,
acquisition by purchase, sale or exchange of securities
or rights of any kind whatsoever, such as equity instru-
ments, debtinstruments, patents and licenses, as well
as the administration and control of such portfolio.

The main objective of exceet Group SE is to hold directly
orindirectly operating subsidiaries, wherein exceet
Group SE, directly or indirectly, has a majority of the vot-
ing rights and is able to determine the financial and busi-
ness policies based on the so-called control concept.

For further details please refer to the exceet Group
Management Report and the consolidated articles of the
association of exceet Group SEY.

As the exceet Group’s legal parent company, the Com-
pany is to remain and act as the holding company listed
on the regulated market of the Frankfurt Stock Exchange.

The objectives of the Company’s operating units are:

* increase market share inits core markets leveraging
on long-term customers

* extending the customer base through new applica-
tions

* internal sharing of technical competences and qualifi-
cations

e further geographical market presence

* being ready to participate in the process of further
industry consolidation

Shareholders agreed to the decrease of the Company’s
issued share capital by an amount of Euro 216,000.00
from Euro 527,960.16 to Euro 311,960.16 through the
cancelation of all (i) 5,210,526 redeemable Class B
Shares and (ii) 9,000,000 redeemable Class C Shares
from their holders at their accounting par value. Further
details are described in note 6 of the financial state-
ments.

RESULTS OF OPERATIONS

exceet Group SE, as a holding company, is subject to
operating expenses in nature and does not have any
operational profit.

The other external expenses for the Company were EUR
344,439 (2015: EUR 243,303), this comprises mainly of
costs in connection with Investor Relations, legal fees,
audit fees, as well as rentand insurance charges and
fees for tax compliance. The other operating charges of
EUR 202,553 (2015: EUR 171,567) were mainly
compensation of the Company’s independent directors

Yhttp://ir.exceet.ch/fileadmin/exceet/downloads/ir/corp_govern/EGM Exceet Group SE 09 16 executed .PDF
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for their services on the Board of Directors in the amount
of EUR 180,000 (2015: EUR 150,000].

The revaluation loss of own shares amounted to EUR
666,000 (2015: EUR 571,500] and is due to the current
lower share price according to XETRA as per 31 Decem-
ber2016.

In 2015 the otherincome from financial fixed assets
from affiliated undertakings of EUR 4,405,263 was the
result of a reversal of previously recognized value ad-
justment on the convertible loan according to the foreign
exchange rate at 31 December 2015.1n 2016 no value
adjustmenton the convertible loan was necessary. The
interestincome for the year 2016 is EUR 9,375 (2015:
EUR 10,001).

In 2015 the extraordinary income was due to an over-
statement of accrued charges in the amount of EUR
13,943.

Total charges and income resulted in a loss for the
financial year of EUR 1,210,837 (2015: gain of EUR
3,430,502).

BALANCE SHEET POSITIONS

As at 31 December 2016 exceet’s balance sheet re-
vealed total assets of EUR 189,935,009, compared to
EUR 191,317,237 atthe end of the previous year. This
decrease was mainly the result of the lower valuation of
own shares of EUR 1,125,000 (2015: EUR 1,791,000)
and the lower cash at bank balance of EUR 89,415
(2015: EUR 563,893].

Fixed assets amounted to EUR 188,693,579 (2015: EUR
188,934,204). The decrease in the fixed assets is the re-
sult of the lower loan receivable from exceet Group AG of
EUR 821,875 (2015: EUR 1,062,500] which is included
inloans to affiliated undertakings of EUR 115,721,875
(2015:EUR 115,962,500).

Currentassets amounted to EUR 1,214,415 (2015: EUR
2,354,893]; comprising own shares of EUR 1,125,000

(2015: EUR 1,791,000) and cash and cash equivalents
positions of EUR 89,415 (2015: EUR 563,893).

The prepayments amount to EUR 27,015 (2015: EUR
28,140).

Capital and reserves moved from EUR 191,085,012 as
per 31 December 2015, to EUR 189,658,175 as per 31
December 2016, reflecting the loss of the financial year
of EUR 1,210,837 (2015: gain of EUR 3,430,502). Capital
and reserves include a special non-distributable reserve
for own shares created according to provisions of the law
foranamountof EUR 4,525,313.

Non subordinated debts increased to EUR 276,834 from
EUR 232,225 in prior year. As per 31 December 2016 the
amount represents only trade creditors.

As at 31 December 2016, there were no employees in
the Company. For furtherinformation concerning em-
ployees regarding the exceet Group, please refer to the
exceet Group Management Report pages 4 to 25.

In 2016, no development expenditures occurred within
the Company. For details concerning development
expenditure of the exceet Group please referto the
exceet Group consolidated financial statements note 21
‘Expenses by nature”.

Forinformation regarding:

- NON-FINANCIAL PERFORMANCE INDICATORS
- OPPORTUNITIES AND RISKREPORT

- REPORT ON EXPECTED DEVELOPMENTS

- CORPORATE GOVERNANCE

- TAKEOVER LAW

- FORWARD-LOOKING STATEMENTS

- FINANCIAL CALENDAR

Please refer to the exceet Group Management Report
pages 4 to 25.
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In accordance with article 3(2] c] of the Transpar-
ency Law the undersigned declares that, to the best
of his knowledge, the Annual Accounts in accordance
with Luxembourg Law give a true and fair view of the
assets, liabilities, financial position and profit or loss
of the Company. The undersigned further declares
that, to the best of his knowledge, the Management
Reportincludes a fair review of the development and
performance of the business and the position of the
Company, together with the description of the principal
risks and uncertainties it faces.

Luxembourg, 28 February 2017

Wolf-Gihter Freese
Acting CEO & CFO

On behalf of the Board of Directors
and Management Board

exceet Group SE
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(in EUR) Note 31 December 2016 31 December 2015

Shares in affiliated undertakings 3 72,971,704 72,971,704
Loans to affiliated undertakings 4 115,721,875 115,962,500
Total fixed assets 188,693,579 188,934,204

Investments
I OwnShares ................................................................................................................................................. 51125000 ................................. 1?91000
e cashatbankandmhandgng .................................... 553393
Total current assets 1,214,415 2,354,893
e prepagments ......................................................................................................................................................................................... 2?,015 ....................................... 2 3,140
Total assets 189,935,009 191,317,237

Profitor (loss) for the financial year (1,210,837) 3,430,502
Total capital and reserves 6 189,658,175 191,085,012
Creditors

Becoming due and payable within one year ’ 276,834 232,225
Total creditors 276,834 232,225
Total capital, reserves and liabilities 189,935,009 191,317,237

The accompanying notes form anintegral part of these annual accounts.
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PROFIT AND LOSS ACCOUNT
(inEUR) Note 2016 2015
Otheroperatingincome 0 13,943

Tax on profitor (loss) 0 (3,210)
Profit or (loss) after taxation (1,203,727) 3,439,627
Othertaxes[nmwealthtax] [7110] [9125]
Profit or (loss) for the financial year (1,210,837) 3,430,502

The accompanying notes form anintegral part of these annual accounts.
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NOTES TO THE STATUTORY
FINANCIAL STATEMENTS

1. GENERAL INFORMATION

exceet Group SE (hereafter the “Company”] is a Luxem-
bourg Company incorporated as a Société Européenne
and subject to the general company law of Luxem-
bourg. The Company was incorporated on 9 October
2009, as Helikos SE and renamed to exceet Group SE

on 27 July 2011.The Company is established foran un-

limited period. The registered office of the Company is
located in Luxembourg at 115 avenue Gaston Diderich,
L-1420. The Company is registered with the Register of
Commerce and Companies of Luxembourg under the
section B number 148.525. exceet Group SE carried
outits initial public offering on the regulated market
(Regulierter Markt) of the Frankfurt Stock Exchange
(Frankfurter Wertpapierborse) under the symbol “EXC”
on 4 February 2010.

The Company’s purpose is the creation, holding, de-
velopment and realization of a portfolio, consisting of
interests and rights of any kind and of any other form
of investmentin entities in the Grand Duchy of Lux-
embourg and in foreign entities, whether such entities
existorare to be created, especially by way of sub-
scription, acquisition by purchase, sale or exchange
of securities or rights of any kind whatsoever, such
as equity instruments, debt instruments, patents and
licenses, as well as the administration and control of
such portfolio. The main objective of exceet Group SE
is to hold directly or indirectly operating subsidiaries,
wherein exceet Group SE, directly orindirectly, has a
majority of the voting rights and is able to determine
the financial and business policies based on the so-
called control concept.

The Company may further grantany form of security
for the performance of any obligations of the Company
orof any entity in which it holds a direct or indirect
interest or right of any kind or in which the Company
has invested in any other manner or which forms part
of the same group of entities as the Company and lend
funds or otherwise assist any entity in which it holds
adirectorindirectinterestorright of any kind orin
which the Company has invested in any other manner
or which forms part of the same group of companies as
the Company.

The Company may borrow in any form and may issue
any kind of notes, bonds and debentures and generally
issue any debt, equity and/or hybrid securities in ac-
cordance with Luxembourg law.

The Company may carry out any commercial, indus-
trial, financial, real estate or intellectual property activi-
ties which it may deem useful in accomplishment of
these purposes.

The accounting period of the Company is from 1
January to 31 December. The Company also prepares
consolidated financial statements, which are published
according to the provisions of the Luxembourg Law. For
further details please refer to the exceet Group consoli-
dated financial statements on pages 26 to 105.
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The annual accounts of the Company are prepared in
accordance with current Luxembourg legal and regula-
tory requirements under the historical cost convention.

Accounting policies and valuation rules are, besides the
ones laid down by the modified Law of 19 December
2002, as amended on 18 December 2015, determined
and applied by the Board of Directors of the Company.

The preparation of annual accounts requires the use of
certain critical accounting estimates. It also requires
the Board of Directors to exercise its judgementin the
process of applying the accounting policies. Changes
in assumptions may have a significantimpact on the
annual accounts in the period in which the assump-
tions changed. The Board of Directors believes that the
underlying assumptions are appropriate and that the
annual accounts therefore present the financial posi-
tion and results fairly.

The annual accounts have been prepared in accord-
ance with the valuation rules and accounting policies
described below.

Presentation of the comparative financial data: fol-
lowing the amendment of the Luxembourgish law of

19 December 2002, adopted on 18 December 2015,
some figures for the yearended 31 December 2015
have been reclassified to ensure comparability with the
figures for the yearended 31 December 2016.

The Company maintains its accounting records in Euro
(EURJ. The annual accounts are expressed in this cur-
rency.

Transactions denominated in foreign currencies other
than EUR are translated separately into EUR at the
exchange rates ruling at the date of transaction.

Fixed assets, which are expressed in currencies other
than EUR, are translated into EUR at the exchange rate
effective at the date of the transaction. No subsequent
translation adjustments are recorded at each balance
sheet date. At the balance sheet date, these assets
remain translated at historical exchange rates.

All other assets, including long term loans disclosed
under fixed assets, expressed in currencies other than
EUR are valued individually at the lower of their value
translated into EUR at historical exchange rates or at
exchange rates prevailing at balance sheet date. Unre-
alized exchange losses resulting from this conversion
are recorded in the profitand loss accounts of the year.
The exchange gains are recorded in the profitand loss
account at the moment of their realization.

Liabilities expressed in currencies other than EUR are
valued individually at the higher of their value trans-
lated into EUR at historical exchange rates or at the
exchange rates prevailing at balance sheet date. Unre-
alized exchange losses resulting from this conversion
are recorded in the profitand loss accounts of the year.
The exchange gains are recorded in the profitand loss
account atthe moment of their realization.

Realized exchange gains and losses are reflected in the
profitand loss account of the year.

Financial assets, including shares in affiliated under-
takings and loans to these undertakings, are valued at
theiracquisition costincluding the expenses incidental
hereto. Value adjustments are made in respect of fi-
nancial assets to recognize a durable reduction in their
value. These value adjustments are not continued if the
reasons for which the value adjustments were made
have ceased to apply.
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Debtors are stated at their nominal value. Value adjust-
ments are recorded if the netrealizable value is lower
than the book value. These value adjustments are not
continued if the reasons for which the value adjuments
were made have ceased to apply.

Prepayments include expenditure incurred during the
financial year butrelating to a subsequent financial year.

Own shares are recorded at acquisition cost. In accord-
ance with article 49.5 of the Law on Commercial compa-
nies, a non-distributable reserve (“Reserve for own

Undertakings in which the Company holds at least 20%
of the share capital are as follows:

shares”] was credited for an equivalent amount from
“Profitor loss brought forward”. A value adjustment

for own shares is recorded in profitand loss when the
market value is lower than the acquisition cost, without
any impact on the non-distributable reserve. If the
share price increases and the impairmentis no longer
considered durable, a reversal of value adjustments will
be recognized in profitand loss without any impact on
the non-distributable reserve.

Debts are recorded at their reimbursement value.
Where the amount repayable on account is greater than
the amount received, the difference is shown as an as-
setand is written off over the period of the debt based
on alinear method.

Percentage Net equity * Loss for the financial year *
Name Registered office of ownership  Last balance sheet date (EUR) (EUR)
exceetHolding AG Risch, Canton of Zug, Switzerland 100% 31 December 2016 42,636,201 10,539

*according to unaudited financial statements under Swiss Code of Obligations

At balance sheet date, the Board of Directors has as-
sessed that no value adjustmentis deemed required.
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(inEUR) 31 December 2016 31 December 2015
Convertible loan 114,900,000 114,900,000
e Loanrece|vab|efr0mexceetGroupAG ............................................................................................................................................ 8218?5 ................................. 1052500
Total amounts owed by affiliated undertakings 115,721,875 115,962,500

This caption corresponds to a long-term interest free
convertible loan granted on 26 July 2011, by the Com-
pany toits fully owned subsidiary exceet Holding AG for
anamount of CHF 132,858,871, being the equivalent
of EUR 114,300,000 according to the foreign exchange
rate applicable at the date of the transaction.

This loan is repayable in CHF on 30 June 2062, and
bears no interest.

The loan shall be subordinated to all presentand future
obligations of exceet Holding AG whether secured or un-
secured and shall, in case of insolvency or a liquidation
of exceet Holding AG, rank pari passu with the residual
recovery rights of exceet Holding AG shareholder(s).

Under certain circumstances, exceet Holding AG has
the exclusive right to convertall or part of the unpaid
principal amount of this loan into its shares. The loan

is convertible into exceet Holding AG shares at a fixed
ratio determined by dividing the outstanding principal
amount of the loan at the conversion date by the par
value of exceet Holding AG shares. Rounding differences,
if any are repayable in cash to the Company. At balance
sheet date, the outstanding principal amount of the loan
amounts to CHF 132,858,871, being the equivalent of
EUR 114,900,000 (2015: EUR 114,900,000] according
to the historical exchange rate applicable at the end of
the balance sheet date. The convertible loan is valued
at the lower of its value translated into EUR at historical
exchange rates or at exchange rates prevailing at bal-
ance sheet date. The equivalentaccording to the actual
foreign exchange rate at 31 December 2016 amounts

to EUR 123,716,188 (2015: EUR 122,620,102). In prior
year avalue adjustment of EUR 4,405,264 had been
reversed according to previously recognised foreign
exchange losses.

At balance sheet date, the fair value of the loan receiva-
ble from exceet Holding AG is not lower than its net book
value as reflected in the Company’s annual accounts.

On 25 May 2012, the Company granted an interest
bearing loan of EUR 1,000,000 to exceet Group AG, an
affiliate of the Company. The interest bearing loan has
been reduced to EUR #50,000 as per 14 October 2016.
The interestrate is according to the Swiss Federal Tax
Administration (official annual notification of Swiss
Federal Tax Administration). The rate can change annu-

ally.

The interestincome for the yearis EUR 9,375 (2015:
EUR 10,000) and remains unpaid at the balance sheet
date.

At balance sheet date, the fair value of the loan receiv-
able from exceet Group AG is not lower than its net book

value as reflected in the Company’s annual accounts.

The loan is regarded as long term.
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The Board of Directors of the Company resolved on 21
November 2011, upon key points of the Management
Stock Option Program, pursuant to which up to 450,000
options for the acquisition of Class A Shares can be
granted to selected current and future executives of the
Company and its affiliated undertakings.

At balance sheet date, the market value of the listed
shares of the Company (ISIN LU0472835155) was
EUR 2.34 (2015: EUR 3.90) based on the information
made available by the Frankfurt Stock Exchange and
EUR 2.50 (2015: EUR 3.98) based on the information

Changes in equity are as follows:

made available by XETRA. On that basis, the 450,000
unlisted Class A Shares held in treasury by the Company
atbalance sheet date would be valued at EUR 1,053,000
(2015: EUR 1,755,000) according to the Frankfurt

stock Exchange and EUR 1,125,000 according to XETRA
(2015: EUR 1,791,000]. A value adjustment (loss] of EUR
666,000 (2015: EUR 571,500) was recognized on own
shares. The value provided by XETRA of EUR 1,125,000
(2015: EUR 1,791,000) equals the book value at balance
sheet date after the value adjustment. The nominal value
of the sharesis EUR 0.0152. On that basis the 450,000
own shares have a nominal value of EUR 6,840.

Reserve for  Profit or (loss) Profit or (loss)

(inEUR) Subscribed Share premium own brought for the Total capital
capital account shares forward financial year and reserves
Class A 311,960
[|aSSB .................................................................................................................... ?9200 .............................................................................................................................................................................
[|355[ .................................................................................................................. 1 35800 .............................................................................................................................................................................
Opening balance 1 January 2016 527,960 198,928,074 4,525,313 (16,326,837) 3,430,502 191,085,012
Cancelation of B/C Shares (216,000) (216,000)
A||Ocat|0nOfpnorgearreguh ......................................................................................................................................................................... 3430502[3430502] ................................. 0
Resu“fmthemanc'algear ............................................................................................................................................................................................................. [121083?] .............. [ 121083?] .....
Closing balance 31 December 2016 311,960 198,928,074 4,525,313 (12,896,335) (1,210,837) 189,658,175

On 26 July 2016 the conversion right for holders of
Class B and Class C Shares contained in the articles of
association of the Company expired. At the extraordinary
general meeting (the “EGM”) held 15 September 2016,
shareholders agreed to the decrease of the Company’s
issued share capital by an amount of Euro 216,000.00
from Euro 527,960.16 to Euro 311,960.16 through the
cancelation of all (i) 5,210,526 redeemable Class B
Shares and (ii) 9,000,000 redeemable Class C Shares
from their holders at their accounting par value.

With resolution atthe EGM, the issued share capital is
setat 20,523,695 shares, issued as Class A Shares
(“Public Shares”], with 20,073,695 Class A Shares listed
on the stock exchange and 450,000 own Class A Shares
held by the Company (Treasury Shares).

As at 31 December 2016 the issued share capital equals
the authorized share capital. As at 31 December 2015,
the Company’s authorized capital, including the issued

share capital, was setat EUR 694,266, consisting of a
total of 45,675,397 shares out of which may be issued
an additional amount of 10,941,176 Class A Shares.

For further details please refer to the exceet Group con-
solidated financial statements note 13 “Equity”.

Under the Luxembourg law, 5% of the net profit of the
year, net of any losses brought forward, must be allo-
cated to alegal reserve until such reserve equals 10% of
the issued share capital. This reserve is not available for
dividend distribution.

As at 31 December 2016, the Company held 450,000
listed Class A Shares having an acquisition cost of EUR
4,525,313. Accordingly, a non-distributable reserve
is maintained for the same amount under the caption
“Reserve for own shares”.
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7. TRADE CREDITORS

This caption includes amounts for invoices payable to during the financial year ended 31 December 2016.
suppliers and for accrued charges forinvoices received  They are becoming due and payable within one year.
after balance sheet date regarding expenses incurred

(inEUR) 31 December 2016 31 December 2015
Third party invoices payable 83,214 47,261
e |mercompangm\,olcespagame ........................................................................................................................................................................ 0 ......................................... ?219
e lnvmcenOtrecewe(jfortaxcomp“anceSemces ................................................................................................................................ 4 ,500 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 5’000
e |nv0|cenotrecewedforaud|tserv|ces17,145 ....................................... 1 ?’145
e |nv0,cenotrecewedford”ectorsremunera“on ............................................................................................................................. 163333 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 150000
e Uthermvmcesno“ecelved ....................................................................................................................................................................... 8’542 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 5y500
Total trade creditors 276,834 232,225

8. OTHER EXTERNAL CHARGES

The other external expenses are including mainly costs
for Investor Relations, legal fees, audit fees, rentand
insurance charges, fees for tax compliance and travel
costs of Board of Directors. The costs of the audit of
the exceet Group SE financial statements amount to
EUR 57,745.

9. OTHER OPERATING CHARGES

The other operating charges result mainly from the
compensation of the Company’s independent directors
for their services on its Board of Directors as well as the
annual charges of CSSF and charges for listing to the
Frankfurt Stock Exchange.
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10. EMOLUMENTS GRANTED TO THE MEMBERS
OF THE MANAGEMENT AND SUPERVISORY

BODIES

An amount of EUR 180,000 (2015: EUR 150,000]) has
beenrecognized in profitand loss statement. Thereof
EUR 163,333 (2015: EUR 150,000) have not been paid
yet to the Board of Directors for the financial year 2016
(for further details please refer to the exceet Group con-

solidated financial statements note 32 “Remuneration
of members of Board of Directors and the Management
Board”). For details to the Management Stock Option

Program please refer to the exceet Group consolidated
financial statements note 16 “Share-based payments”.

11. OFF-BALANCE SHEET COMMITMENTS

Warrants

The exceet Public Warrants (ISIN LU0472839819) ex-
pired on 26 July 2016 in accordance with clause 9.2 of
their terms and conditions and have been automatically
and immediately canceled on 27 July 2016.

Commitment to pay the remaining amount of exceet
Holding AG’s unpaid capital

The Company commits itself at the firstrequest of the
Board of Directors of exceet Holding AG to pay up the
rest of this contribution. Such commitment represents

CHF 50,000 (EUR 46,559) pursuant to the foreign ex-
change rate applicable as at 31 December 2016.

Letter of guarantee

Further to that the company has issued a letter of
guarantee for exceet Secure Solutions GmbH to one of
exceet Secure Solutions GmbH suppliers to guarantee
due performance of business agreements. The credit
limit due to the letter of guarantee with this supplier
amounts to EUR 250,000.

12. SUBSEQUENT EVENTS

As published on 14 February 2017, Greenock S.ar.l,,
a major shareholder of exceet Group SE, has informed
the Board of Directors of exceet Group SE thatithas
entered into discussions with a potential buyer of its
stake in exceetata price of EUR 3.90 to EUR 4.00 per
share. exceet grants the potential buyer the opportu-

nity to conducta due diligence of exceet. However, the
Board of Directors of exceet Group SE is not yet able

to assess, whether the conditions precedent for the
acquisition of Greenock’s stake by the potential buyer
and for the potential tender offer to the shareholders of
exceet Group SE will be met or not.
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To the Shareholders of
exceet Group SE

We have audited the accompanying annual accounts of
exceet Group SE, which comprise the balance sheetas
at 31 December 2016, the profitand loss account for
the yearthen ended and a summary of significant ac-
counting policies and other explanatory information.

BOARD OF DIRECTORS’ RESPONSIBILITY

FOR THE ANNUAL ACCOUNTS

The Board of Directors is responsible for the prepara-
tion and fair presentation of these annual accounts
inaccordance with Luxembourg legal and regulatory
requirements relating to the preparation of the annual
accounts, and for such internal control as the Board of
Directors determines is necessary to enable the prepa-
ration of annual accounts that are free from material
misstatement, whether due to fraud or error.

RESPONSIBILITY OF THE “REVISEUR D’ENTREPRISES
AGREE”

Ourresponsibility is to express an opinion on these
annual accounts based on our audit. We conducted our
auditin accordance with International Standards on Au-
diting as adopted for Luxembourg by the “Commission
de Surveillance du Secteur Financier”. Those standards
require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assur-
ance about whether the annual accounts are free from
material misstatement.

An auditinvolves performing procedures to obtain audit
evidence about the amounts and disclosures in the an-
nual accounts. The procedures selected depend on the
judgment of the “Réviseur d’entreprises agréé” includ-
ing the assessment of the risks of material misstate-
ment of the annual accounts, whether due to fraud or
error. In making those risk assessments, the “Réviseur
d’entreprises agréé” considers internal control relevant
to the entity’s preparation and fair presentation of the
annual accounts in order to design audit procedures
that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effec-
tiveness of the entity’s internal control. An auditalso
includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by the Board of Directors, as well as
evaluating the overall presentation of the annual ac-
counts.

We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
audit opinion.

OPINION

In our opinion, the annual accounts give a true and fair
view of the financial position of exceet Group SE as of
31 December 2016, and of the results of its operations
for the year then ended in accordance with Luxembourg
legal and regulatory requirements relating to the prepa-
ration of the annual accounts.

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, [-1014 Luxembourg
T:+352 494848 1, F:+352 494848 2900, www.pwc.lu

Cabinet de révision agréé. Expert-comptable [autorisation gouvernementale n°10028256)
R.C.S. Luxembourg B65 477
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OTHER INFORMATION

The Board of Directors is responsible for the otherinfor-
mation. The other information comprises the information
included in the managementreport and the Corporate
Governance Statement but does notinclude the annual
accounts and our report of the réviseur d’entreprises
agréé thereon.

Our opinion on the annual accounts does not cover the
otherinformation and we do not express any form of as-
surance conclusion thereon.

In connection with our audit of the annual accounts,

our responsibility is to read the other information and,
in doing so, consider whether the otherinformation is
materially inconsistent with the annual accounts or our
knowledge obtained in the audit or otherwise appears to
be materially misstated. If, based on the work we have
performed, we conclude that there is a material mis-
statement of this other information, we are required to
report this fact. We have nothing to report in this regard.

OTHER MATTER

The Corporate Governance Statementincludes informa-
tion required by Article 68bis paragraph (1) of the law of
19 December 2002 on the commercial and companies
register and on the accounting records and annual ac-
counts of undertakings, as amended.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

The managementreportis consistent with the annual
accounts and has been prepared in accordance with
the applicable legal requirements.

The information required by Article 68bis paragraph

(1) letters c] and d) of the law of 19 December 2002 on
the commercial and companies register and on the ac-
counting records and annual accounts of undertakings,
as amended and included in the Corporate Governance
Statementas published on the Company’s website is
consistent with the annual accounts and has been pre-
pared in accordance with applicable legal requirements.

PricewaterhouseCoopers, Société coopérative
Luxembourg, 28 February 2017
Represented by

—F——

Philippe Duren

PricewaterhouseCoopers, Société coopérative, 2 rue Gerhard Mercator, B.P. 1443, [-1014 Luxembourg
T: +352 494848 1, F:+352 494848 2900, www.pwc.lu

Cabinet de révision agréé. Expert-comptable [autorisation gouvernementale n°10028256)
R.C.S. Luxembourg B65477
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