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INTERNATIONALISATION - THE BASIS FOR GROWTH

The continued existence and healthy growth of a com-
pany with a history going back almost 165 years demands
a high level of commitment on the part of all stakeholders.
SCHWEIZER holds a strong position in its market and has
a solid financial foundation to balance against the usual
fluctuations that affect the technology sector.

Allinitiatives are directed at fulfilling an ambition to con-
tinually add value, around which the SCHWEIZER corpo-
rate strategy is built. For the three divisions - Electronic,
Systems and Energy - the strategy is made up of eight
spheres of activity and linked focus areas. In addition to
qualitative growth achieved by optimising its portfolio
at the Schramberg technology site, the company is also
focusing on growth through the expansion of sites in Asia.

THE PILLARS OF SUCCESS

The optimum orientation and make-up of the organisation
and the company's production facilities are key to long-
term, sustainable success. To achieve this, SCHWEIZER
concentrates specifically on four key areas - and the devel-
opment, integration and coordination of these key areas
form the basis for the company's success.

INNOVATION

The innovation portfolio offered by SCHWEIZER meets the
demands of the international markets. Clear potential for
growth can be seen in particular in the growth markets
for mobility and energy efficiency. It is precisely these tar-
get markets, driven by developments in society, that the
SCHWEIZER product portfolio addresses.

Research and development plays a key role at SCHWEIZER.
Trends as well as customer wishes and requirements are
identified by SCHWEIZER and consistently implemented
through to series production, in order to offer customers
tailored products and solutions. The main areas of inno-
vation for the company are power electronics, embedding
and system cost reduction.

Power electronics covers solutions that are able to cope
with high currents and effective heat dissipation. In the
embedding innovation area Schweizer Systems offers
diverse PCB embedding solutions that use assembly and
connectivity techniques to combine miniaturisation with
enhanced performance and so help to optimise customer
applications. The SCHWEIZER system cost reduction inno-
vation area covers solutions for customers that bring over-
allimprovements to the cost-effectiveness and efficiency
of systems.

PRODUCTION EXPERTISE AND QUALITY

SCHWEIZER recognised the trend towards relocating con-
ventional PCB technology production to the Asian region
and in the light of this formed a partnership with MEIKO
in 2009. Having greatly increased its capacity in Asia in
recent years, MEIKO further expanded its Vietnamese pro-
duction sites in 2011. Based on their successful partner-
ship, SCHWEIZER and MEIKO agreed on the foundation of
ajointventure in 2013. In the context of this joint venture
acommon production line is being set up for the manufac-
ture of PCBs intended for European customers in the auto-
motive and industry segments, contributing to the further
development of the Electronic division.

The basis for this complementary expansion of the
company is formed by the experience gained in the
Electronic division and the expertise in processes and
production. Due to SCHWEIZER’s customer structure,
it is not only necessary to manufacture cutting-edge
products for niche markets, but also large quantities of
high-quality products. For our customers, a balanced
offering is an absolute must - that is to say a good mix of
products in differing quantities and at attractive prices.
The production facility in Vietnam extends the offering
and in this way brings a host of benefits for existing and
future customers of SCHWEIZER, particularly those that
are also globally positioned. This includes access to larger
volumes in proven quality.

The Schramberg site forms the basis for the global expan-
sion of the production capacity. Here, the company has
created a technology site in which a high level of devel-
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opment expertise goes hand in hand with rapid and flex-
ible production. To retain its role as a leading producer of
innovative technologies, SCHWEIZER is investing exten-
sively and consistently in the machine park required for
production at the site.

Customers choose SCHWEIZER not merely because of its
exceptional, innovative technologies. They carefully weigh
up whether the company has the capacity to act as a reli-
able long-term partner for projects and quantities of all
sizes and so qualify as a strategic supplier. The increasing
internationalisation of its production environment demon-
strates SCHWEIZER's commitment to meeting the require-
ments of its customers.

CUSTOMERS

Retaining and expanding our customer base is a key fac-
torinour success as atechnology company. In its partner-
ships with existing customers SCHWEIZER attaches a great
deal of importance to responding to the individual require-
ments of its customers quickly and effectively and putting
new ideas into effect swiftly. In addition, speed and qual-
ity play a key role when bringing products to market that
will be mass produced. These requirements will also apply
to the new site in Asia. The many years of experience in
production and the upstream processes so valued by the
established customer base in Europe were critical when
it came to setting up a "global front end" in China and the
new production facilities in Vietham. These aspects are
also key to further strengthening the company's capac-
ity to offer the entire product life cycle from prototype to
mass production.

In parallel with international expansion, SCHWEIZER
is also addressing the diversification of its market seg-
ments. Alongside the well-established automotive, indus-
try and solar segments, our customer base has expanded
to include clients in the aerospace industry. Additionally,
the company underwent an audit for EN 9100 at the end
of 2013 and is now a certified supplier to the aerospace
industry. SCHWEIZER can now offer clients in these indus-
tries its high-quality, innovative PCB solutions, focused
on the areas of power electronics, embedding and sys-
tem cost reduction, enabling the company to achieve fur-
ther growth.

EMPLOYEES

Strategic personnel management plays a major role in
steering and supporting the growth and internationali-
sation of the company. The role of employees in the com-
pany's success is seen as so important it is included in
the SCHWEIZER mission statement. For this reason, prior-
ity is given to a forward-looking personnel policy closely
linked to strategic planning to enable sustainable person-
nel resource planning. The company's recruitment efforts
increasingly draw on the skills of employees from a range
of international backgrounds and in parallel with this it
implements specific measures aimed at maintaining their
motivation, loyalty and performance.

Regular, personal contact amongst employees is essential
in order to utilise synergies in international teams and pro-
mote the transfer of knowledge across borders. To further
this process, employees in key positions at the Asian sites
undergo training and professional development in various
areas at the Schramberg site.

The cultural diversity found within our teams supports
successful teamwork since new solutions can often come
out of different approaches and ways of working. The fact
that processes and procedures have been jointly devel-
oped makes it easier to roll them out to the various sites
since local needs have already been considered at the plan-
ning stage. Inthe context of the strategic alignment of the
company, SCHWEIZER recently considered at length the
issues of personnel development and personnel recruit-
ment.

Dynamics in the development of technologies and produc-
tion processes mean that all employees need to update
their existing skills as well as develop new competences.
To cater for this need, the company offers a diverse and
comprehensive training programme to its employees every
year so as to invest in enhancing expertise, qualifications
and productivity.

In terms of recruitment, the successful results of targeted
and effective personnel marketing are clear to see. With
many diversified activities on different platforms, the com-
pany increasingly expands its brand awareness on the
highly competitive labour market.
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Evidence of the success of the company's personnel pol-
icy is to be found in an independent survey carried out by
Focus magazine in conjunction with the Xing business net-
work to identify the "Best employer in Germany", in which
SCHWEIZER came out 6th in the Electronics/Electrical
Engineering/Medical Devices category for medium-sized
businesses in Baden-Wiirttemberg.
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LETTER FROM THE MANAGEMENT BOARD

Dear Shareholders, Business Partners and SCHWEIZER Employees,

The 2013 business year was a successful one for the company. We were able to combine innovative capac-
ity, cycle management and cost reduction in an ideal way. Alongside this, the order book for 2014 is already
well-filled. This is personally very satisfying.

2013

Our core business of PCBs has been affected by fluctuations. We started the 2013 business year with cau-
tious demand. In an industry in which fixed costs play such a large part, the low level of capacity utilisa-
tion in the first half of the year meant modest results. Nevertheless, during this period we were able to
further enhance our portfolio with products offering added value, which was vital to increasing profita-
bility. Over recent years, we have worked to make cycle management one of SCHWEIZER's core compe-
tences. This allows us to adjust costs when the markets slow and to quickly boost production capacities
when - as in the second half of 2013 - customer demand takes off again.

However, we are careful to ensure this is not at the expense of our long-term strategy. The results for
the 2013 business year demonstrate that, even in a challenging environment, SCHWEIZER is a profita-
ble, well-positioned company able to respond effectively to market fluctuations. This position has been
achieved through operational improvements, the right product portfolio, a strong management team
and a committed workforce.

I am in no doubt that you, our shareholders, will be pleased not only with our operational performance
over the past year, but also with developments on the stock market: With a price gain of 37 %, Schweizer
shares are among the top-performing shares for global PCB manufacturers. Like you, we are delighted
with the past year's results and would like you to share in this success. For this reason we will propose
together with the Supervisory Board an increase in the dividend of EUR 0.60 per share at the Annual
General Meeting in July.
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WHAT THE FUTURE HOLDS

SCHWEIZER has built a strong foundation. We have aligned our product portfolio with the growth mar-
kets of mobility and energy efficiency. Your company already holds a leading market position in the auto-
motive sector. In relation to PCBs for the automotive industry SCHWEIZER and MEIKO together hold the
number two position in the world in terms of sales.

Your faith in us is spurring us on to even greater achievements. We have launched an investment pro-
gramme that will enable the further growth of the company.

Allinvestment forms part of our ongoing aim of adding value, around which the corporate strategy is built.
For our three divisions of Electronic, Systems and Energy, the strategy consists of eight spheres of activity.
Based on these we have defined the following medium-term focus areas and put specific targets in place.

Focus areas for the Electronic division

= To strengthen our leading technological position in power electronics, system cost reduction and
high frequency applications

= To intensify the cooperation with our partners

= To continue the process of internationalisation

= To expand capacity in the production environment in Vietnam and expand the technology base in
Germany.

Focus areas for the Systems division

= Strengthen the partnership with semiconductor companies

= Launch new technologies for semiconductor applications on the market and in growth markets

= Substitute products currently used with technological solutions from SCHWEIZER in existing mar-
kets.

Focus areas for the Energy division
= Together with an Asian industrial investor utilise the next opening for market entry.

Our strategy also includes further developing our corporate culture and our corporate brand. The corpo-
rate culture and brand go hand in hand since we know that: commercial success is to a large extent the
result of identification with the company, passion for what we do and the confidence we inspire. This
applies in particular to all our employees and the employees of our strategic partners. We firmly believe
that by seeking to build partnerships with our customers that are not just about working with but also for
one another, long-term added value will result. This is what we are aiming for and in this way we are form-
ing a highly committed and passionate team of excellence. This enables us to bring about new solutions
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and products faster than our competitors. These elements come together to form the strong SCHWEIZER
brand that has been inspiring our customers for more than 160 years.

In parallel with this, based on our mission statement we have developed a competency framework with
our four values of quality, speed, creativity and openness. This supports us in further developing our work-
ing and management culture and represents a decisive factor in our successful response to the increas-
ing speed and growing complexity of international markets and our environment.

As a result, we anticipate becoming an even more attractive employer for our employees around the
world. We are aiming to become one of the top employers for markets that are relevant to us. We have
already made significant progress in this direction in recent times and now count among the 800 best
employers in Germany.

THANKS TO OUR EMPLOYEES

Rising demand meant we were confronted with a huge task again in 2013. Thanks to the flexibility, high
level of commitment and reliability of our employees, we overcame these challenges with great success.
I would like to take this opportunity, together with my colleagues on the Management Board, to thank all
employees of SCHWEIZER for their hard work throughout the year. | would also like to express my thanks
and that of the Board to the management and employees of our partners Meiko Electronics and Elekonta.

OUR EXPECTATIONS FOR 2014 AND 2015

Our successes over the past year provide encouragement to continue on the path we have chosen. Mobil-
ity and energy efficiency are long-term drivers for the growth of SCHWEIZER. In the Electronic core busi-
ness, we have a leading market position, excellent technologies and products as well as long-standing
customer relationships that we can also utilise in our new business segments. Our customers are lead-
ers in their sales segments. Through our subsidiaries, joint ventures and partnerships, we have access
to Asian growth regions and there are opportunities together with our strategic partners to build on the
market position we have already attained. Against this background, we believe the company is very well
positioned to see further profitable growth in sales throughout the 2014 business year.

Based on the positive outlook for the development of the global economy and the sales segments, for the
calendar year 2014 we anticipate growth in sales of 3 % to 7 % compared to the previous year. Providing
the global economic trend remains stable, we expect to see even higher growth in the 2015 business year
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thanin 2014. By this time the capacities in the Meiko Schweizer Electronics joint venture and the produc-
tion facility in Vietnam will be fully on stream. Our investment in the technology plant in Germany will
allow for greater dynamism in the section of our product portfolio geared towards high-margin products.

As aresult, we expect a slight improvement in the results in 2014 compared to 2013. The high level of pro-
duction capacity utilisation and improvements to the portfolio will mitigate any minor negative effects in
2014. These arise from increased depreciation as a result of investment in technology production facili-
ties and expenditure for starting up the production capacity in Vietnam. For 2015 we anticipate a further
improvement in the result compared to 2014.

Dear shareholders, business partners and employees, your confidence in SCHWEIZER is what drives us on.
We look forward to continuing our onward journey together with you, and would like to reiterate our abso-
lute commitment to the success of SCHWEIZER.

Dr Marc Schweizer
//dairman of the Management Board

11
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MANAGEMENT BOARD

“The increasing internationalisation of SCHWEIZER brings new
challenges, for example in terms of financing, liquidity and risk
management, and information systems. Taking a pro-active
approach to designing change management processes has been
and remains a key focus for the “cross divisional functions”. It
is of key importance to recognise the new complexity brought
about by internationalisation and diversification at an early
stage, and to effectively support this through appropriate pro-
cesses and information systems.”

Marc Bunz

“As the company grows so too do the
demands on our employees, now and
in the future. As an employer, we are
continually seeking to create the best
environment in which our employees
can successfully meet these increasing
demands. We promote this by entrust-
ing our employees with a high level of
personal responsibility, and conferring
attractive employment conditions and




a comprehensive package of employee
benefits. Last but not least, we believe
it is important that our employees feel
happy in the workplace and get sat-
isfaction from doing their job. This
joint, collaborative approach is abso-
lutely key to the ongoing success of
SCHWEIZER.”

Nicolas Fabian Schweizer
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“Our understanding of systems and our flexible business mod-
els mean we are ready to take on the challenges of the future.
Since we know that otherwise things will just stay the same.”

Dr. Marc Schweizer

“Our aim as a company is to continue to be the preferred supplier
for innovative solutions and high-quality PCBs. SCHWEIZER is fur-
ther developing the necessary process technology and invest-
ing in state-of-the-art production facilities at the Schramberg
site to enable us to fulfil customers' requirements for high-qual-
ity technology products, both in terms of quality and quantity.
In the light of ongoing internationalisation within our customer
base, alongside this we are working towards being able to pro-
vide mass production by developing and expanding the addi-
tional Vietham site.”

Bernd Schweizer

13



COMPANY ..o, REPORT FROM THE SUPERVISORY BOARD

REPORT FROM THE SUPERVISORY BOARD
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Dear shareholders,

Over the course of the 2013 business year, the Supervisory Board of Schweizer Electronic AG carried out
its duties as defined by law and the company's Articles of Association. The Supervisory Board advised
the Management Board on the leadership of the company extensively and on a regular basis, and super-
vised the management of the company.

To enable it to fulfil its duties, the Supervisory Board was kept informed both verbally and in writing of
the company's position in a comprehensive and timely manner. The members of the Supervisory Board
received written reports, analyses and income statements on a monthly basis. A significant number of
individual meetings took place between the Chairman, his deputy, the finance committee and the Man-
agement Board members. These concerned informational and work matters, with particular emphasis
placed upon regular risk analyses and their significance for the company. The content and scope of the
reporting by the Management Board at all times fulfilled the requirements of the Supervisory Board to
the full extent.

Decisions or measures by the management requiring the approval of the Supervisory Board due to law,
the Articles of Association or rules of procedure were presented in good time, inspected and the rele-
vant judgements made.

In the 2013 business year, five rotational and one extraordinary meeting of the Supervisory Board and
three meetings of the finance committee took place. With the exception of one meeting, all meetings -
some of which lasted several days - were attended by all members of the Supervisory Board.

KEY AREAS OF THE MEETINGS OF THE SUPERVISORY BOARD AND FINANCE
COMMITTEE

Key areas of focus in the 2013 business year were the ongoing strategic development of the various divi-
sions, and the opportunities and risks for SCHWEIZER in the Asia growth region. These issues were dis-
cussed and agreed upon in close cooperation between the Management Board and the Supervisory Board.
The Management Board always involved the Supervisory Board in all key decisions affecting the company.

In addition to regular discussion of the ongoing development of the business, the Supervisory Board also
focused on the following issues:
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During its meeting in March, the Supervisory Board addressed the financial statement, status report and
audit report for the 2012 business year. Other areas addressed included the proposal for appropriation of
profit to the shareholders and the agenda for the annual general meeting. The Supervisory Board dealt with
changes to the German Corporate Governance Code and updated the Declaration of Conformity. The Super-
visory Board was kept informed by the Management Board of developments in the individual divisions.

Business developments and the opportunities and risks for the individual divisions also formed key areas
for information, discussion and advice at the meetings in April, June and July of the past year.

In October the meetings of the finance committee and the Supervisory Board
took place in Vietnam. This gave the members of the Supervisory Board the

opportunity to form their own picture of the activities being pursued in
the context of the Meiko Schweizer Electronics Co. Ltd. joint venture.

Other areas discussed at these meetings included the risk manage-
ment system and the reappointment of Management Board members
Dr. Marc Schweizer and Nicolas-Fabian Schweizer. In addition to report-
ing on business developments, aspects covered in the November meet-
ing included operational and financial planning by the Management Board
from 2014 to 2016, the status and progress of the IT consolidation
and updating the Declaration of Conformity. Efficiency reviews
were carried out and documented.

SUPERVISORY BOARD COMMITTEES

The Supervisory Board has set up a finance committee
with the goal of increasing efficiency. For a company
of our size and orientation, we do not believe that it
is either advisable or necessary toset up any further
committees. Tasks which had been designated for
other committees can be easily dealt with by the
finance committee, provided that these are not

to be dealt with by the Supervisory Board plenum.
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FINANCIAL STATEMENT, FINANCIAL STATEMENT AUDIT

The financial statement and status report of Schweizer Electronic AG were produced according to the pro-
visions of the German Commercial Code (Handelsgesetzbuch, HGB) and the German Stock Corporation
Act (Aktiengesetz, AktG). As decided in the 2013 annual general meeting, the Supervisory Board commis-
sioned the Villingen-Schwenningen office of Ernst & Young GmbH, Stuttgart, with the audit of the compa-
ny's accounts, financial statement and management report. An unqualified audit opinion was issued on
17 February 2014. The auditor’s financial statement, status report and audit report were made available
to all members of the Supervisory Board. The Supervisory Board meeting of 17 March 2014 was attended
by the auditor, who supplied the Supervisory Board with their written report and provided exhaustive
answers to all questions.

The financial statement, status report and proposal for the use of the balance-sheet profit were all dis-
cussed in detail by the Supervisory Board. There were no objections and the Supervisory Board approved
the audit results. The financial statement of 17 March 2014 is thereby adopted in accordance with Sec-
tion 172 of the German Stock Corporation Act (AktG). The Supervisory Board has aligned itself with the
proposal for appropriation of profit, which allows for a dividend of EUR 0.60.

The Supervisory Board extends its sincere gratitude to all employees, whose commitment and dedica-
tion made an essential contribution to the company's success. We also extend our thanks to the Man-
agement Board and company executives, whose actions and well-considered, effective strategies have
kept SCHWEIZER on its successful path.

Schramberg, 17 March 2014

The Supervisory Board

Christoph Schweizer
Chairman
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WHO WE ARE

SCHWEIZER is the people who go to make up SCHWEIZER.

Alongside a conscientious management team who promote an open culture
of diversity and of working "for" one another, these people are the employees
who spare no efforts to ensure SCHWEIZER meets the high standards it sets
for itself both at home and internationally.

They are employees who are continually inspired to support the dynamic
development of the company with commitment and loyalty, who seize every
opportunity for personal development and do everything they can to ensure
our customers are satisfied.

17
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“The experience | gained from the manufacturing processes

at the Schramberg site is proving to be a great help in set-
ﬁ\ ting up the production line in Hanoi. What's completely
Ny

new for me is working in a different cultural environment.

Despite different approaches and ways of working, | have
found the work with my new colleagues from Japan,
Vietnam and Singapore to be open and construc-
tive, and always marked by great respect for one
another.”

Edwin Bockeler

Director Operations Vietnam

18
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“I enjoy tackling the complex challenges that our cus-
tomers present us with. And, | find it very inspiring that

as a team we bring our creativity, energy and passion
to these challenges and, time and again, succeed in
bringing solutions to our customers that are innova-
tive and set worldwide standards.”

Jue Chen

Innovation Manager

19
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“Germany is recognised throughout the world for the

outstanding quality of its manufactured products.
To ensure we live up to this reputation, the complex
manufacturing processes at SCHWEIZER are kept
under close review. These demanding requirements
do not just apply to products however, but also to
services. The strong reputation of our services

among our customers and within the company

is a great motivator for me.”

Tanja Meister

Quality Control

20
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“Our customers expect us to put innovations into series
production at a very swift rate and for orders to be
turned around quickly and flexibly. To fulfil these expec-
tations, we need the right processes and equipment. A
well-trained team ensures an extremely high degree
of accuracy and short response times. This enables
us to produce small to medium output volumes
in consistent quality from different sites around
the world.”

Carsten Brudlo

Manager Surface Finishing

21
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“Since the cooperation between SCHWEIZER and MEIKO
came into being in 2009 it has been my role as Partner-
ship Manager to build bridges between the two com-
panies and to act as a mediator between two cultures.
| have been living in Germany for 4 years and there is
still much that is new about the country and people
that | can convey to my colleagues in Japan and
China. At the same time, my colleagues in Ger-
many are always fascinated to learn as much
as possible about living and working in Asia.
This helps to further mutual understanding and
promote close and effective working relationships
between the teams in the Far East and Europe.”

Shinjiro Naito
Partner Management MEIKO
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“The recruitment of new talent and people with experience is

a particular challenge, and we are extremely proud that we
continue to be successful in doing this. Having colleagues
with different international backgrounds, of all ages and
with different professional experience makes our
day-to-day working lives that much the richer.
After all, learning from one another and enjoy-
ing achievements together is what it's all
about!”

Sabrina Engel

Talent Manager

23
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“Being ready to respond to the needs and wishes of
our customers and whatever each new day may
bring is an exciting challenge. With increasing
internationalisation my role has become more |
complex and demanding, but also more inter- __
esting. | always seek to support our clients in ’
the best way possible, and am able to draw
on the expertise of my colleagues in sales and
marketing to help me do this. | am not satisfied
until the customer is satisfied.”

Cornelia Aberle

Customer Service

24
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“Our products and solutions have made us a recog-
nised partner for our customers in the automotive and
industrial electronics sectors for many years now. Large
manufacturers are increasingly relocating their activities
to Asia. We are standing by our production site in
Germany, but at the same time we increasingly
need to be prepared to do business with our cus-
tomers at an international level. This demands a
high level of coordination and a local presence.
We have created a strong foundation for this
through our global network and international
alignment, bringing us closer to our customers

and their products.”

Christian Réssle

Vice President Sales & Marketing
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SCHWEIZER SUPPLIES CUTTING-EDGE TECHNOLOGY
PRODUCTS OF ALL KINDS AND DIMENSIONS

In many cases, PCBs are no longer straightforward standardised products, but more and more frequently form an inte-
gral component in a complete solution. SCHWEIZER's strategy is built around this approach and focuses on providing
technology solutions that are developed in Europe and then produced in high volumes in conjunction with its partner
MEIKO in Asia, faithful to its motto: "more than PCBs".

CONSUMPTION, SAFETY AND COMFORT ARE WHAT COUNT FOR VEHICLES

By 2020, vehicles in Europe will be !

2000
required ’;o emit only 95 g of CO, per kilo- 2010

metre. That is equivalent to consumption
of 3.6 | diesel or 4 | petrol per 100 km. To reach this target, new drive concepts need to be

implemented across the board since these levels are unlikely to be achievable for manu-
facturers in the premium segment without hybrid and electric vehicles. 2020

Driving should be as comfortable and safe as possible. This means more and

more electrical systems in vehicles, all of which significantly increase
electrical power requirements. In the future, alongside the 12 V
on-board power supply of today, a 48 V power circuit and a high
voltage circuit for electric vehicles will also be available. At the
same time, the demands on the currents being switched
will increase. Standard PCBs will no longer be able
to keep up with these demands. Addressing
this challenge will require power electron-
ics solutions that are able to cope with
high currents and provide effec-
tive heat dissipation, as well as
having a high copper percentage.

However, these solutions should smart Battery Switch,

SCHWEIZER Inlay Board in

only be used where absolutely neces- cooperation with Infineon

sary.
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APPLICATION EXAMPLES TO HELP TO REDUCE FUEL
CONSUMPTION AND LOWER CO, EMISSIONS

New concepts in the drive train, e.g. Forward-looking navigation e.g. Start/stop with the Inlay Board in
new approaches to transmission with CCTV systems and the FR4 cooperation with Continental
electronics with the ENEPAG Board Flex Board in cooperation with

in cooperation with Continental Continental

v N

LED headlight with the SCHWEIZER
copper IMS Board

Adaptive Cruise Control with the HF Board Demand-driven electric motors with Increasing electrification for cars
in cooperation with Bosch the Combi Board in cooperation with with conventional drive, hybrid
Infineon vehicles or electric cars with the
p? Pack®
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CAPITAL MARKETS SHOW POSITIVE TREND

Due to the favourable development of the economy, an
expansionary monetary policy by the central bank and all-
time low interest rates, stock markets have been buoy-
ant in 2013. Government announcements have had few
or no negative effects on the stock markets. Instead,
individual positive news stories around the Eurozone and
upward movement in the internal market have had a pos-
itive impact.

After the DAX reached a peak of 8,000 points in March
2013, it again briefly dropped to 7,500 points in April, below
the level at the start of the year. The strong gains in the
share price in the month of May were also quickly ceded
again and the index returned to the 7,700 point level. Dur-
ing the summer months the DAX experienced major fluctu-
ations within a fluctuation margin of around 1,000 points.
But come October the German leading index reached the
9,000 points mark for the first time in its 25-year history
and from then until the end of the year bounced from one
record high to another. The DAX finished the year at 9,552
points, 25 % higher than at the close of 2012. Technology
barometer TecDAX showed an even more positive trend,
finishing the year at 1,166 points, representing a 41 % rise
invalue.

Share price 1st January 2013 - 28th February 2014

SCHWEIZER SHARES ROSE BY MORE THAN
37 % OVER THE YEAR

With a price gain of 37.8 %, the trend for SCHWEIZER shares
has also been very positive over 2013. Following a strong
start to the year, the share price showed an increase of
around 26 % by the end of January alone. However, these
gains in the share price were ceded by the end of Febru-
ary. Over the following months the share price showed a
slight, but consistently negative sideways trend. This trend
was halted at the start of August with a low for the year of
EUR 12.20. Due to the very strong performance of the busi-
ness, at the start of September shares were again trad-
ing at a price of EUR 16.45, representing a rise in value of
approximately 13 % compared to the start of the year. The
improved business projection for the 2013 business year
was very positively received in the fourth quarter, which
resulted in further price gains and an end-of-year share
price for Schweizer Electronic AG of EUR 20.00. Including
the dividend paid out in July in the amount of EUR 0.55 per
share, this equates to performance including the dividend
of 41.6 %, equivalent to the performance of TecDAX and
far outperforming the DAX.
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DIVIDEND INCREASED TO EUR 0.60

Inaccordance with the company's cash flow oriented div-
idend policy, shareholders should also see the benefits of
the positive business performance this year. Through its
dividend policy, SCHWEIZER is pursuing a strategy of equi-
tably sharing the company's success with all stakehold-
ers as well as building up cash reserves. Building up cash
reserves should also help to ensure consistent improve-
ment in the dividend.

Following resumption of the dividend payout by SCHWEIZER
in the 2010 business year, this will be the third year in a
row we are able to propose an increase in the dividend to
the annual general meeting. The Supervisory Board and
Management Board will propose a dividend of EUR 0.60
per share at the upcoming annual general meeting. The
year-end closing price of EUR 20.00 equates to a dividend
yield of 3.0 %.

Dividend in EUR

“proposal to annual general meeting

0.42

2010

2011

2012 2013

INVESTOR RELATIONS

The management of Schweizer Electronic AG takes very
seriously its task of informing the capital market partici-
pants in a detailed, transparent and thorough manner.
In addition to its extensive financial reporting, the man-
agement team attended capital market conferences and
investor meetings. The trusting and long-term relation-

ships with all stakeholders are further underlined by the
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SHAREHOLDER STRUCTURE

Atthe end of 2013 the free float portion of shares increased
by just under four percentage points compared to Decem-
ber 2012, while the number of shareholders increased by
7 % in the same period. Institutional investors held just
under 9 % of SCHWEIZER shares. The stake held by the
Schweizer families remained constant at approximately
66 %. At year-end, our cooperation partner MEIKO still
owned a 4.76 % stake in the company.

Shareholder structure as of 31/12/2013

FAMILY SCHWEIZER 65.88 %
—
MEIKO 4.76 %

FREE FLOAT 19.16 %

3,780,000
SHARES

INSTITUTIONAL
INVESTORS 8.69 %

SCHWEIZER PTE. LTD.143%___ W
OWN SHARES 0.08 %

SHARE KEY FIGURES

2013 2012
Year-end closing price EUR 20.00 EUR 14.51
Year high EUR 20.00 EUR 16.40
Year low EUR 12.20 EUR 11.50
No. of shares 3,780,000 3,780,000
Market capitalisa-
tion at end of busi- EUR 75.6 EUR 54.8
ness year million million
BASIC SHARE DATA
ISIN DE0005156236
German Securities Code 515623
(WKN)
Symbol SCE
Listed in Xetra, Frankfurt, Stuttgart,

Disseldorf, Berlin
Stock market segment Regulated market

Level of transparency General Standard
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| BUSINESS AND GENERAL CONDITIONS

BUSINESS MODEL

Schweizer Electronic AG is a global best-in-class tech-
nology company active in the manufacture of high-qual-
ity PCBs and the provision of innovative solutions to the
automotive, solar, industry and aerospace sectors. Based
on its recognised technology and consultancy expertise,
SCHWEIZER supplies products and solutions that address
key challenges in power electronics, embedding technol-
ogy and cost reduction and that stand out thanks to their
energy efficiency and consideration for the environment.
In the Electronic division, working with its partners Ele-
konta Marek CmbH & Co. KG and Meiko Electronics Co.
Ltd., the company supplies cost and production optimised
solutions for small and medium batch sizes as well as for
mass production. SCHWEIZER has 700 employees, with
more than 11,000 people employed in its extended net-
work in Germany, Japan, China and Vietnam.

Schweizer Electronic has been listed on the stock exchange
since 5 July 1989. Its shares (WKN 515623) are listed

in Frankfurt am Main and Stuttgart.

OBJECTIVES AND STRATECGY

Strategic alignment and diversification

The company strategy is focused on the Asian growth
region as a complement to its European business.
SCHWEIZER also intends to increase its involvement in
the fields of energy efficiency and electromobility and has
adapted its portfolio accordingly. The implementation of
this strategy is based on the company's structuring into
three divisions: Electronic, Systems and Energy. Whilst the
Electronic division has been established for many years,
the Systems and Energy divisions are in the process of
development.

Electronic division

Together with its partners Elekonta and Meiko Electronics,
SCHWEIZER is one of the top two worldwide suppliers of
PCBs to the automotive industry. Within the partnership,
Elekonta is focused on the production of prototypes.
Meiko Electronics is responsible for mass production at
low-cost locations in China and Vietnam and also has

technology plants in Japan. Through the Meiko Schweizer
Electronics Co. Ltd. joint venture SCHWEIZER also has
available production lines in Vietnam (under development)
that specifically cater to the requirements of European
customers.

For the Electronic division the company holds a stake in
Meiko Electronics Co. Ltd., Ayase, Japan and through sub-
sidiary Schweizer Pte. Ltd., Singapore, it holds shares in
Schweizer Electronic Singapore Pte. Ltd. and in Meiko
Schweizer Electronics Co. Ltd., Hong Kong.

Systems division

The creation of the Systems division is the logical con-
sequence of increasing customer demand, SCHWEIZER'’s
experience and expertise as well as its new solutions
based on embedding technologies (integration of active
and passive components into the PCB). The prevailing busi-
ness model, whereby customers purchase the required
PCBs and components separately, will be altered by the
embedding approach. The current sequential approach
will develop into a triangular relationship between pro-
viders of PCBs and semiconductors, passive elements for
the components to be integrated and the customers them-
selves. This requires in-depth management with regard to
the procurement of services and products, quality stand-
ards and transitions, delivery forms and formats for this
new model. To enable early implementation of this new
approach and complete its range of products and services,
SCHWEIZER is working closely with industry partners and
technical institutes to ensure that the Schweizer Systems
division can offer customers PCBs and much more besides.

Energy division

Schweizer Energy is aiming to become a solution
provider in renewable energies through photovoltaics.
SCHWEIZER’s high-efficiency cells and modules, which
are to be manufactured using state-of-the-art production
technology and systems, are key in reducing system costs.
SCHWEIZER also follows the approach of integrating
photovoltaics as an integral part of conceptual building
design. As a forward-looking company, SCHWEIZER is also
planning to be active in the off-grid sector and to offer
solutions for private households and municipal authorities
(self-consumption) in conjunction with storage media.
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For the Energy division the company holds shares through
Schweizer Pte. Ltd., Singapore, in Schweizer Energy Pro-
duction Pte. Ltd., Singapore, and in Schweizer Energy Pro-
duction Nantong Ltd., China.

RESEARCH AND DEVELOPMENT

Research and development plays a key role at SCHWEIZER.
The company therefore pressed ahead with its research
and development efforts in 2013, despite cost discipline
measures. SCHWEIZER research anticipates trends, cus-
tomer wishes and requirements, which are consistently
implemented from development through to series produc-
tion. The company aims to provide customers with prod-
ucts and tailored solutions, and has aligned its technology
portfolio and core competencies accordingly. The results
of the company's research and development are protected
by means of systematic property rights management.

R&D activities are aligned to the technology modules and
their ongoing development. Hence the key focus in the
2013 business year was on power electronics, embedding
and system cost reduction.

32

Power electronics
= Substitution of ceramic superstructures with PCB
solutions

Additional heavy copper solutions for slimmer prod-
ucts with better thermal performance

= Further cost reduction by insourcing value creation
processes

Semiconductor applications for new technologies
with partners such as Smart Battery Switch in con-
junction with Infineon Technologies AG

= New high temperature materials and thermo-pre-
pregs, e.g. for diverse new LED applications in the
automotive segment

Embedding (miniaturisation) and new assembly and
connectivity techniques
= For power: Ongoing development of heavy copper and
inlay solutions to create single-board solutions that
combine logic and power on the same board, while
improving performance and lowering costs
= For logic: Solutions for semiconductors with a high
number of I/0s and in combination with passive
components
= For modules: Solutions for smaller chips with fewer
1/0s



System cost reduction

= 3D PCBs for safety-related applications

= Expanding solutions for radar applications, e.g. new
"Single Board" solutions in hybrid or mixed super-
structures

= Combi Boards to combine diverse SCHWEIZER
technologies

In addition toits close cooperation with customers in joint
development projects, SCHWEIZER also uses the services
of partners to achieve its ambitious R&D goals. Particularly
in the face of future technological challenges and the need
to bring products to market as quickly as possible, this
close interaction is an absolutely essential requirement. In
all its joint research and development work, SCHWEIZER
ensures that it retains the core competencies for the
relevant technologies.

Through intensive research and development activities,
in 2013 SCHWEIZER succeeded in further expanding its
strategic importance as a development partner among
key customers.

Together with the processing of projects funded by the
Federal Ministry of Education and Research (BMBF), we
were also able to further expand our existing network of
universities and institutes.

In 2013, spending on research and development totalled
EUR 2.4 million.
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Il ECONOMIC REPORT

OVERALL ECONOMIC AND
INDUSTRY-SPECIFIC CONDITIONS

In the 2013 calendar year growth in the global economy
fell short of expectations. Nevertheless, the outlook for
the economic situation in the large industrialised nations
brightened over the course of the calendar year. This is
confirmed by the actual figures, which show that the lead-
ing nations in Asia have lost momentum to some extent.
Economic growth slowed in China and India. Low levels of
borrowing compared to the established economies, rela-
tively low unemployment and rising per capita income give
grounds for optimism for the future. The Chinese econ-
omy is very unlikely to return to the double-figure growth
rates of the past. However, it will remain the driving force
in the global PCB market and will continue to strengthen
its leading position.

BUSINESS DEVELOPMENT

The global PCB market is expected to have grown slightly
by USD 55.5 billion (previous year: USD 55.0 billion) in 2013.
This is equivalent to worldwide growth of approx. 0.8 %
on the previous year across all segments. In contrast, pro-
duction volumes in Europe are expected to have fallen by
around 7 % (Prismark). Despite this, SCHWEIZER saw mod-
est growth in its sales revenue of 1 %. The company was
particularly successful in its key automotive and industry
customer segments.

Sales by customer segment

EARNINGS, NET ASSETS AND
FINANCIAL POSITION

EARNINGS AND ORDER SITUATION

Development of sales

Revenue for SCHWEIZER in the reporting year was
EUR 101.2 million, representing a 1.0 % increase on the
previous year (previous year: EUR 100.2 million). While
revenue in the first quarter at EUR 23.6 million fell below
expectations, the trend for the second half of the year
was very positive. The fourth quarter showed particularly
strong growth with sales of EUR 25.7 million, contributing
to the overall increase in sales.

Markets / In Germany sales increased by 8.2 % to EUR 66.3
million (previous year: EUR 61.3 million), which means 66 %
of revenue was generated in Germany. The second big-
gest market for SCHWEIZER is Hungary. With sales rev-
enue of EUR 14.3 million this once again represented a
17.7 % increase on the previous year's figure. However,
sales in Europe (outside Germany) fell by EUR 2.2 million
to EUR 26.2 million. The biggest markets for the company
outside Europe are the USA followed by China. Overall,
business activity in the regions outside Europe was slightly
behind that in the previous year. Revenue of EUR 4.5 mil-
lion (previous year: EUR 4.7 million) was recorded in Asia
(APAC region) . The Chinese market performed much bet-
ter with growth of 11.9 %. Sales activity in countries on
the American continent showed a reversal.

Customers / Sales for customers in the automotive sec-
tor developed extremely well. Revenue of EUR 69.6 mil-
lion (previous year: EUR 65.3 million) was realised in this
customer segment, equivalent to a 6.5 % increase on the

AUTOMOTIVE 69 %

101.2

INDUSTRY 23 % _ MILLION EUR

SOLAR 1 %
OTHERS 7 %
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EUR millions 2013 2012
Automotive 69.6 65.3
Industry 23.0 21.6
Solar 1.5 5.6
Other 7.1 7.7

101.2 100.2



previous year. By contrast, customers in the industrial
electronics sectors (incl. solar) bought 9.9 % less from
SCHWEIZER and jointly account for revenue of EUR 24.5
million (previous year: EUR 27.2 million). Business activ-
ity for customers in industry other than solar electronics
showed a very positive trend with an increase in sales of
6.6 % to EUR 23.0 million.

Technology / Again in 2013 the proportion of products
in the SCHWEIZER technology portfolio - system cost
reduction, embedding, power electronics - increased
compared to conventional PCBs. The revenue from these
highly innovative, solution-oriented products for custom-
ers increased to 42.1 % of the total revenue in 2013. In
the previous year this figure was still at just 32.0 %. This
clearly demonstrates that the company's strategy of mov-
ing towards becoming a technology partner for its custom-
ers is coming to fruition.

Sites / In the reporting year the Schramberg site again
increased output by EUR 0.9 million to EUR 94.6 million.
93.5 % of these sales were achieved by products manu-
factured at the Schramberg site. By contrast, the volumes
produced by our high-volume partners in Asia fell slightly
by EUR 1.3 million to EUR 6.4 million. The production facili-
ties currently under development in Vietnam for the Meiko
Schweizer Electronic joint venture are providing the foun-
dation on which to exploit further potential.

Order situation

Incoming orders in the past business year amounted to
EUR 126.6 million (previous year: EUR 71.3 million). The
increase in new orders by EUR 55.3 million or 77.5 % is
attributable to customers in the automotive sector. As a

Sales by region
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result of the exceptionally high level of innovation in this
customer segment, orders compared to 2012 more than
doubled and increased to EUR 95.0 million (previous year:
EUR 41.6 million).

Order activity for industrial electronics customers is also
showing a positive trend, increasing by 20.6 % to EUR 22.8
million. Overall, the book-to-bill ratio in 2013 was at 1.3
(previous year: 0.7). As a consequence, SCHWEIZER started
the new business year with orders amounting to EUR 114.2
million (previous year: EUR 89.8 million).

Earnings trend

EBITDA (earnings before interest, taxes, depreciation and
amortisation) rose over the past business year to EUR 14.2
million (previous year: EUR 10.0 million) - equivalent to a
42 % increase compared to the previous year.

The measures to reduce spending on raw materials and
supplies and for purchased goods were particularly effec-
tive. Expenditure in this area reduced by EUR 0.6 mil-
lion to EUR 38.8 million (previous year: EUR 39.4 million),
while the overall performance of SCHWEIZER improved by
6.3 % standing at EUR 104.8 million. Falling world market
prices for gold and copper, the main raw materials used by
SCHWEIZER, also assisted in these spending control meas-
ures. Consequently, the gross profit margin increased to
60.9 % (previous year: 54.7 %).

Personnel costs rose by EUR 1.6 million or 4.7 % to EUR 35.5
million (previous year: 33.9 million). Expenditure on wages
and salaries remained fairly stable at EUR 29.1 million (pre-
vious year: EUR 28.7 million), notwithstanding the signif-
icantly higher overall performance. At the end of Decem-

GERMANY 66 %

101.2

EUROPE 26 % MILLION EUR

(W/0 GERMANY)

ASIA 4 %
AMERICA 4 %

EUR millions 2013 2012
Germany 66.3 61.3
Europe (w/o Germany) 26.2 28.4
Asia 4.5 4.7
America 4.1 5.5
Other countries 0.1 0.3

101.2 100.2
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ber 2013 SCHWEIZER had 736 employees, of which 639
are permanent staff. Therefore 73 employees have been
taken on, of whom 11 are permanent staff members. In
order to retain flexibility in personnel expenditure direct
recruitment was overwhelmingly of temporary workers.

Earnings before interest and taxes (EBIT) rose by 88.1 % to
EUR 9.8 million (previous year: EUR 5.2 million). Deprecia-
tion fell to EUR 4.4 million (previous year: EUR 4.8 million).

The financial result amounted to EUR -0.9 million (previ-
ous year: EUR -3.6 million). The EUR 2.7 million improve-
ment resulted primarily from the EUR 2.8 million depreci-
ation in the value of our stake in Meiko Electronics in the
2012 business year. Based on the stock market price trend
this stake was again written down by EUR -0.1 million in
the reporting year.

Consequently, the earnings before taxes rose by 447 % to
EUR 8.9 million (previous year: EUR 1.6 million). Due to the
improved earnings, the expenditure for taxes on income
and revenue rose to EUR 2.6 million (previous year: EUR 0.9
million). The tax quota amounted to 29.8 %.

With an annual net income of EUR 6.1 million, the result
for the previous year was exceeded by 782 %. The earn-
ings per share were EUR 1.62.

Key Figures

EUR millions 2013 2012 Change
Order entry 126.6 71.3 78 %
EBITDA 14.2 10.0 42 %
EBIT 9.8 5.2 88 %
Annual net profit 6.1 0.7 782 %
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NET ASSETS AND FINANCIAL POSITION

With an equity ratio close to 60 % and net indebtedness of
just over zero SCHWEIZER's balance sheet structures con-
tinued at a very robust level in the reporting year.

Fixed assets

The company's assets increased to EUR 76.7 million.
The increase of EUR 5.0 million resulted primarily from
investment in financial assets totalling EUR 4.3 million.
The entire amount was invested in Schweizer Pte. Ltd. in
Singapore, by which means stakes were acquired in the
companies. The largest single item was a capital con-
tribution of EUR 3.3 million in Schweizer Electronic Sin-
gapore Pte. Ltd., which for its part invested this capital
in the Meiko-Schweizer joint venture for the production
of PCBs in Vietnam. Schweizer Pte. Ltd. also acquired
54,000 shares in Schweizer Electronic AG. The book value
of tangible and intangible assets fell by EUR 2.1 million to
EUR 28.2 million due to depreciation. Depreciation on tan-
gible assets amounted to EUR 4.2 million and on additions
to EUR 2.3 million. In total the fixed assets increased to
EUR 38.6 million (previous year: EUR 36.5 million).

Current assets

The current assetsincreased by EUR 3.0 million to EUR 38.1
million. This was primarily due to the increase in the inven-
tories by EUR 3.6 million. Both the increased semi-finished
product inventory amounting to EUR 4.6 million (previ-
ous year: EUR 2.9 million) and the finished product inven-
tory amounting to EUR 4.9 million (previous year: EUR 3.0
million) are attributable to full capacity utilisation at the
production facilities in Schramberg. To ensure efficient
occupation of the capacity and to avoid fluctuations, the
size of the production batches was increased temporarily,
which resulted in increased on-site stocks. Due to a good
fourth quarter the receivables and other assets also rose
by EUR 1.9 million to EUR 15.4 million. The cash on hand
reduced by EUR 2.6 million to EUR 9.0 million.

Additional assets were financed from operations. No
new loans were taken out. Likewise, no credit lines were
used to finance the increase in the current assets. On the
reporting date SCHWEIZER had access to unused credit
lines totalling EUR 8.2 million.



Equity capital

The equity capital rose by EUR 4.1 million to EUR 45.1 mil-
lion. This increase resulted from the annual net profit of
EUR 6.1 million generated in the reporting year less the
expenditure for the dividend payout of EUR 2.1 million. To
service the share bonus programme as part of the Man-
agement Board's Long Term Incentive Plan, a total of 5,000
of the company's own shares were bought back on the
capital market. This is equivalent to 0.13 % of the share
capital.

The equity ratio reached 58.8 %; an improvement on the
previous year when it stood at 57.1 %.

Borrowed capital

The borrowed capital totalled EUR 31.6 million (previous
year: EUR 30.7 million), of which EUR 15.7 million (previ-
ous year: EUR 19.0 million) was available to the company
on a long-term basis. The fall of EUR 3.3 million resulted
primarily from an unscheduled repayment of EUR 1.6 mil-
lion in 2013 and scheduled repayments amounting to
EUR 1.8 million in the 2014 business year. In contrast the
short-term borrowed capital increased by EUR 4.1 million
to EUR 15.9 million. This includes the following large sin-
gle items: accounts payable increased by EUR 0.9 million,
amortisation payments increased by EUR 1.2 million, tax
provisions increased by EUR 0.9 million.

The provisions increased by EUR 1.6 million to EUR 13.0
million. The reduced discounting factors and future cost
increases were crucial for pension provisions. For the other
provisions the main increases were in the tax provisions.

The liabilities fell slightly, amounting to EUR 18.4 million
at the close of the year (previous year: EUR 19.0 million).
The liabilities to credit institutions reduced disproportion-
ately. As aresult of an unscheduled repayment of EUR 1.6
million and scheduled repayments of EUR 0.8 million, lia-
bilities to banks reached the level of EUR 7.4 million (pre-
vious year: EUR 9.8 million).

Due to the high purchasing volume in the fourth quarter,
the liabilities to suppliers increased by EUR 0.9 million to
EUR 4.4 million.
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Balance sheet structure in EUR millions

Fixed

Assets__ELR BER]  PERN BXXS] Fquity Capital

Long-term

WA BECNol_borrowed Capital
Short-term

el WL borrowed Capital

Current
AYIYciE 35.1 | 38.1

2012 2013

2013 2012

Working capital

At the close of the year the working capital amounted to
EUR 21.2 million. The rise of EUR 4.1 million resulted from
the increase in stock levels amounting to EUR 3.6 million
and the increase in trade receivables amountingto EUR 1.2
million. The increased liabilities to suppliers amounting to
EUR 4.4 million (previous year: EUR 3.5 million) had a pos-
itive effect on the working capital.

Working capital

EUR millions 2013 2012 Change
Stock levels 13.5 9.9 36 %
Receivables 15.6 137 14 %
Liabilities 7.9 6.5 22%
Working capital 21.2 171 24 %

37



STATUS REPORT.........c........ I ECONOMIC REPORT

Cash flow

The cash flow from current business activities showed a
slight improvement, amounting to EUR 8.8 million in com-
parison with EUR 7.2 million in the 2012 business year. The
significantly increased period results could only be par-
tially converted into higher cash flow through the increase
in the working capital.

SCHWEIZER invested EUR 7.0 million in 2013 (previous
year: EUR 7.5 million). The most important single pro-
ject was the capital payment totalling EUR 3.3 million to
develop the joint venture with Meiko Electronics. In addi-
tion, a group loan was granted to Schweizer Pte. Ltd. in
Singapore in the amount of EUR 1.0 million to finance the
acquisition of the stake. Both investments increased the
financial assets. EUR 2.6 million was invested in tangible
fixed assets and intangible assets at the Schramberg site.
Investment focused on systems to support the manufac-
ture of technology products and for quality improvement.

The cash flow from financial activities reduced by EUR 6.2
million to EUR -4.5 million. EUR 2.4 million went into repay-
ments for long-term loans. EUR 2.1 million was siphoned
off for the payment of the dividend of EUR 0.55 per share
for the 2012 business year. The buyback of 5,000 of the
company's own shares cost KEUR 77.

As a consequence, the fund for financing purposes
amounted to EUR 9.0 million at the end of the reporting
year (previous year: EUR 11.6 million).

Cash flow

EUR millions 2013 2012

Cash flow from current

business activities 8.8 7.2

Cash flow from investment

activities -6.9 -7.5

Cash flow from financial

activities -4.5 1.7
9.0 11.6

Il SUPPLEMENTARY REPORT

No results came to light after the reporting date which
had a significant influence on SCHWEIZER's earnings, net
assets and financial position.
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TARGET BUSINESS MODEL

The growth potential for SCHWEIZER results from the
SCHWEIZER product portfolio, which is aligned to the
growth markets of mobility and energy efficiency. It is
demand in these two markets shaped by developments in
society that drives SCHWEIZER's target markets.

The company already holds a leading market position in
the automotive sector. In relation to PCBs for the auto-
motive industry SCHWEIZER together with MEIKO holds
the number two position in the world in terms of turnover
(approx. USD 440 million).

In recent years, SCHWEIZER has further developed the
Electronic business unit and successfully focused the cor-
responding product portfolio. The foundations have also
been laid for the new Systems and Energy business units,
which address the growth markets of mobility and energy
efficiency.

Focus areas for the Electronic Division

= Expanding the leading technological position in power
electronics, system cost reduction and high frequency
(HF) applications

= Intensifying the cooperation with our partners

= Continuing our process of internationalisation

= Achieving an increase of our production capacity in
Vietnam and a technology extension in Germany.

Focus areas for the Systems Division

= Establishing partnerships with semiconductor com-
panies

= Market launch of new technologies in key applica-
tions and growth markets

= Substitution of currently used products by
SCHWEIZER’s technological solutions in already
existing markets.

Focus areas for the Energy Division
= Using the next possible door for a market entry
together with an industrial Asian investor.

Given the market position and implemented growth driv-
ers, SCHWEIZER believes it is capable of achieving an
average level of growth above that of the reference mar-

kets over the course of an economic cycle. SCHWEIZER
is increasingly evolving into a provider of technologically
advanced products with a deep understanding of applica-
tions. The level of product performance for the customer
is increased as a result, with the time between product
development and market launch also being shortened.

SCHWEIZER has built a strong foundation.

Market consolidation brings opportunities for
SCHWEIZER

Currently, around 2,500 companies worldwide sup-
ply extremely diverse types of PCBs. Price competition
between manufacturers is ongoing and is likely to remain
in play until the global PCB market has consolidated, in
much the same way as in the European and American PCB
market. In 2013 alone a large number of PCB firms closed
their doors in China.

There are many examples of the traditional market con-
solidation model to be seen in the electronics industry.
The companies that survive are those with a firm finan-
cial foundation and/or those that have access to capital,
while successfully differentiating themselves from their
competitors.

One example of this is the "memory chip market" (chips/
semiconductors). The number of participants in this mar-
ket has now dropped to five. Only those companies that
have stayed ahead of the game in terms of reducing the
size of components and have sufficient reserves to survive
one or more downturns continue to participate in this mar-
ket. However, the miniaturisation of technology nodes is
now no longer the ultimate success factor for technology.
Trends in the sector are significantly influencing the spec-
ification of memory chips. As a result of the trend away
from static PCs to portable devices the market for conven-
tional memory chips, e.g. random access memory for PCs,
has shrunk significantly with an equivalent growth in the
market for "mobile RAM chips" for mobile devices. These
aim to produce the optimum balance between power con-
sumption and performance and to offer an optimised bat-
tery life. Five years ago the market share for these prod-
ucts was in the single figures, but now it accounts for more
than 50 % of the memory chip market.
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End use defines the trend

As with the example outlined for the semiconductor indus-
try, the PCB market is increasingly defined by application
trends (end use trends). This is opening up many new mar-
ket opportunities for technology companies, particularly
in the automotive segment.

This market is specifically characterised by long design-in
cycles, demanding quality requirements and high price
pressure. According to market research institute Pris-
mark, over the coming years the automotive segment will
become biggest driver of growth in the PCB market, dis-
placing the mobile phone from its long-held position as
the strongest growth market for PCBs.

Consumption, safety and comfort are what count when it
comes to mobility

This growth is based on a combination of different fac-
tors relating to safety, comfort and the environment. For
example, the requirement in Europe to limit CO, emissions
from vehicles to just 95 g/km. This is equivalent to con-
sumption of 3.6 | diesel or 4 | petrol per 100 kilometres.
For manufacturers of premium vehicles to achieve these
levels, new drive concepts (hybrid and electric) will need
to be implemented across the board.

Driving should also be as comfortable and safe as possi-
ble. This requires the integration of a greater number of
electrical systems into vehicles, all of which significantly
increase electrical power requirements. In the future,
alongside a 48 V on-board power supply, the battery will
also supply a high voltage circuit for electric vehicles.
In parallel with this, the demands on the currents being
switched will increase. Standard PCBs will no longer be
able to keep up with these demands.

Addressing this challenge will require power electronics
solutions that are able to cope with high currents and pro-
vide effective heat dissipation.

Many manufacturers use a high proportion of copper in
their PCBs to achieve this end. This drives manufactur-
ing costs up and elevates the risk situation in the event
of increases in the price of copper. For this reason, the
SCHWEIZER technology portfolio includes solutions in
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which a significantly lower proportion of copper is used.
The products manufactured by the Electronic division
are leaders in their field and SCHWEIZER is known for the
strength of its technology base.

The global market for power electronics solutions is
already roughly the size of the entire European PCB mar-
ket. Moreover, power electronics PCBs are significantly
cheaper than ceramic solutions. The market for ceramic
superstructures is worth approx. USD 5 billion and could
potentially be replaced in large part by power electronics
PCBs. This equates to further growth opportunities for
SCHWEIZER.

PCBs moving towards becoming a high-performing
system

Nowadays, a mobile phone or smartphone can do much
more than a PC was capable of just a few years ago. Com-
parable developments can be seen in the automotive seg-
ment, where miniaturisation is gaining ever more impor-
tance. When one considers for example that the engine
compartment for a hybrid drive solution needs to accom-
modate not justa conventional internal combustion engine
butalsoan electric motor, itis clear that every square mil-
limetre of space counts. In order to save space, Schweizer
Systems offers diverse PCB embedding solutions that use
assembly and connectivity techniques to combine minia-
turisation with enhanced performance and so help to opti-
mise customer applications.

Leading companies in the semiconductor industry that
supply the components fitted to today's PCBs are start-
ing to utilise the technological potential of PCBs. Ever finer
substrate structures, the effective combination of active
and passive components and the substitution of bonding
wires are just three advances set to open up a new mar-
ket worth billions.

Advanced electronics protect vehicles and occupants

Ever increasing volumes of traffic on the roads mean the
safety of occupants, andin particular the driver, is increas-
ingly critical. Reducing the number of people killed and
injured on the roads is an ongoing priority. Vehicle elec-
tronics, such as airbags, play an important part in reduc-
ing fatalities and injuries. To begin with, airbags were a



feature fitted in premium vehicles to protect the driver.
Nowadays, airbags are fitted as standard at a number of
points in vehicles as all-round protection for occupants.

Applications such as radar, which is increasingly inte-
grated as standard, are undergoing similar development
in the automotive sector. The number of applications
on vehicles is growing exponentially. These applications
range from proximity cruise control, braking to standstill,
proximity and collision warning systems and intelligent
braking with adaptive brake assist to blind spot monitor-
ing, lane change assist systems and rear cross traffic alert.
All these systems contain sophisticated PCB materials that
are significantly more expensive than standard materi-
als. Consequently, one challenge is to apply these materi-
als only partially. Having positioned itself in this market at
an early stage, SCHWEIZER now takes a leading role and
isin a position to grow fast with high frequency products.

Technology and understanding of systems as success
factors

The applications described above are examples of the
exacting requirements placed on the development pro-
cess for PCB technologies, requirements that can only be
met by a limited number of the world's 2,500 PCB suppli-
ers. Special products, such as 3D PCBs, combinations of
the solutions described above and many other products
will continue to advance, providing increasingly greater
differentiation potential for specialised suppliers, such
as SCHWEIZER.

PROSPECTS FOR GROWTH IN THE
GLOBAL ECONOMY

Towards a new equilibrium

The global economy is developing more or less as expected.
The business climate is steadily improving, confirming
SCHWEIZER's analysis that global growth will gradually

increase.

Headwind easing off

The headwind is easing off and the prospects for
SCHWEIZER to experience further strong growth in 2014
are good.
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Firstly, the debt relief process in the USA is already well-ad-
vanced. Balance sheets in the private sector are also on a
much firmer footing and the situation for the banks has
improved, which means lending rules can be relaxed some-
what. Secondly, the stresses in Europe's financial system,
which reached their height at the end of 2011, have fur-
therlessened in 2013. This will further strengthen growth
in the years ahead. Thirdly, lower inflation in the West will
increase real spending power providing this continues to
be accompanied by lower commodity prices.

Positive signs

The economic indicators give grounds for optimism. In
many countries, including the major emerging nations,
the business climate indices and early economic indicators
are improving. These traditionally reliable indicators point
towards a recovery in global economic growth. In addition,
the company has observed growth in areas where demand
is normally restrained in periods of economic uncertainty.
For example, new vehicle registrations are at last on the
up again in Europe. Incoming orders in export industries
are also increasing in many countries (source: Bloomb-
erg), a clear indication that global trade is growing. In the
major emerging nations, which were the last to experi-
ence weakened growth, there are various indicators of a
resumption in growth. China's GDP growth fell slightly in
the first half of 2013, but is now showing an upward trend
once again. All the indications point to growth for 2014.
For the first time since 2010, global growth roughly corre-
sponds to potential growth.

Encouraging signs for Europe's periphery states

The member states on the periphery of the Eurozone, for
so long in the eye of the storm of the European debt cri-
sis, are slowly beginning to gain ground again. They are
even closing the gap on some of the core European nations
in terms of economic growth. The fundamental figures
for the Eurozone show a clear upwards trend. The sys-
temic risks and financial stresses have decreased. Most
countries are again seeing growth, if not in 2014 then for
2015. Stronger external growth, greater competitiveness,
fewer government cutbacks and less uncertainty will help
to boost the markets.
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PROSPECTS FOR GROWTH IN
THE ELECTRONIC AND SYSTEMS
DIVISIONS

Higher growth expected in the PCB market

It is estimated that the global market for PCBs was worth
USD 55.5 billion in 2013, equivalent to growth of 0.8 % on
2012. Economic analysts (sources: Prismark, ZVEI) antici-
pate average annual growth for the period 2014 to 2017 of
around 3.2 % to USD 64.5 billion by 2017. The Asian mar-
kets will be dominated by the 3-C segments (computing,
communication and consumer), and Europe by the auto-
motive and industry segments.

The highest growth for PCBs will be seen in the automotive
segment with average annual growth of 5.9 % or above.
This assessment is further substantiated by IHS (analysts
in the semiconductor field) who forecast growth of 8 %
for semiconductors.
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PROSPECTS FOR GROWTH IN THE
ENERGY DIVISION

Outlook again positive

Following several difficult years, analysts rate the pros-
pects for 2014 and 2015 as positive once again. Deutsche
Bank Market Research (DBMR) predicts that the market
could show a strong upward trend. While recent DBMR
forecasts have been generally cautious, they now expect
global demand to increase to 46 GW and 56 GW for 2014
and 2015 respectively. DBMR believes that the unantici-
pated additional demand from markets in the USA, Japan
and China could hold up in 2014. They anticipate tightened
incentive programmes in China, the signalling of further
subsidy cuts at the end of 2014 and slackening financial
constraints will provide positive catalysts for growth. It is
also expected that network and financing constraints will
improve from 2014 onwards.

RESEARCH AND DEVELOPMENT

In Research and Development the focus in 2014 will con-
tinue to be on taking innovative solutions from the tech-
nology spectrum and transferring them to series produc-
tion, while reducing the manufacturing costs involved. An
organisational structure will also be developed for R&D in
Asia. SCHWEIZER will increase the total number of R&D
employees both in Germany and in Asia.



INVESTMENT, PRODUCTION
CAPACITIES AND DEPRECIATION

In the second half of the 2013 business year the demand
for products and the associated capacity utilisation at
the technology plant in Germany increased significantly.
Capacity utilisation at the plants of our MEIKO partners
was also very good. The Meiko Schweizer Electronics Co.
Ltd. joint venture for the production facility in Vietnam
is still under development, with the major portion of the
investment for the first completion stage already com-
mitted.

Due to the high level of customer demand and greater
dynamism in the product portfolio geared towards tech-
nology products with higher added value, investment in
2014 for the Electronic and Systems divisions will increase
toaround EUR 9 million. For the Energy division, the fund-
ing levels can be further restricted, and no additional fund-
ing (e.g. through equity contributions to the Schweizer
Electronic AG financial investments) is currently planned.

EMPLOYEE DEVELOPMENT

The number of employees rose between 2012 and 2013
from 663 to 736 atyear end. Further recruitment is planned
for 2014 at the Schramberg site, in particular in research
and development. The workforce increased by around 150
employees for the production joint venture in Vietnam.
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CASH FLOW FROM FINANCIAL
ACTIVITIES - DIVIDEND POLICY

In the years ahead SCHWEIZER will continue the policy pur-
sued over recent years of stable dividends.

In the 2010 business year, SCHWEIZER resumed dividend
payments and distributed a dividend of EUR 0.42 per
share. In subsequent years the dividend was increased to
EUR 0.47 per sharein 2011 and EUR 0.55 per share in 2012.

The Supervisory Board and Management Board are intend-
ing to propose a dividend of EUR 0.60 at the next annual
general meeting.

With its dividend policy, SCHWEIZER is pursuing a strategy
of involving shareholders to an appropriate extent and
building up cash reserves, which should ensure continu-
ous development of the dividend. SCHWEIZER is therefore
working on the basis that it will pay at least constant div-
idends in future. If the positive trend in the global econ-
omy is maintained such that SCHWEIZER can continue
its growth path, it may be possible to pay increased divi-
dends. Part of the dividend policy is also the appropriate
involvement of employees in the success of the company
by means of performance-related payments.

SCHWEIZER ensures there is a balanced use of equity cap-
ital and borrowed capital when financing new projects, a
ratio that is aligned with the strategic equity capital rate
with regard to expansion-related and technology invest-
ments. SCHWEIZER will continue to maintain higher levels
of investment in years to come. Financing of the invest-
ment programme in the Electronic and Systems business
segments is already assured by agreed credit facilities.
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TAXES

The company anticipates a comparable tax quota on earn-
ings in 2013.

WORKING CAPITAL

Following a EUR 4.1 million increase in working capital to
EUR 21.2 millionin the previous business year, SCHWEIZER
expects this to stabilise in 2014. It is anticipated that the
level of receivables will increase slightly in line with the
sales forecasts. The stable customer structure should
mean average terms of payment remain at the level of
the previous year. Accordingly, the accounts payable will
show an upward trend. The company is not currently pro-
posing any change to the payment policy, which is primar-
ily targeted at the exploitation of discounts.

SCHWEIZER is working to bring down the level of stocks
of unfinished goods, which increased in the past year due
to capacity utilisation, through investment in eliminating
bottlenecks, improving processes and increasing the size
of the workforce.

BALANCE SHEET STRUCTURE -
EQUITY CAPITAL TREND

The objectives for the balance sheet structure of Schweizer
Electronic AG are targeted at maintaining a creditworthi-
ness assessment at investment grade for refinancing by
means of borrowed capital. In this context, SCHWEIZER
is pursuing the long-term objectives of net indebted-
ness below 90 % and an equity capital rate of 35-40 %.
SCHWEIZER's plans make allowances for the event that
these objectives are considerably exceeded once again
over the coming business years. The company is working
on the basis of a moderate increase in equity capital for
2014 as a result of the expected positive results in 2014.
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OVERALL STATEMENT ON THE
EXPECTED DEVELOPMENT OF
SCHWEIZER

Based on the positive outlook for the development of the
global economy and the market segments in the 2014
calendar year, SCHWEIZER anticipates growth in sales on
the previous year of 3 to 7 %. This expectation is further
strengthened by the healthy state of the order book, which
amounted to EUR 114 million at year end.

Mobility and energy efficiency are long-term drivers for
the growth of SCHWEIZER. In the Electronic core busi-
ness, the company leads the market, has excellent tech-
nologies and products in addition to well-established cus-
tomer relationships that we can also use in the Systems
division. SCHWEIZER's customers are leaders in their sales
segments.

Through its subsidiaries, joint ventures and partnerships
SCHWEIZER has access to the Asian growth regions. This
gives the company a firm basis on which to further expand
its market position together with its strategic partners.
Against this background, the Management Board believes
the company is very well positioned to see further profit-
able growth in sales throughout the 2014 business year.

Provided the global economic trend remains stable,
SCHWEIZER expects to see even higher growth in the 2015
business year than in 2014. By this time the capacities in
the Meiko Schweizer Electronics joint venture and the pro-
duction facility in Vietnam will be fully on stream. In addi-
tion, investment in the technology plant in Germany in
2014 will allow for greater dynamism in the product port-
folio and even more sophisticated products with greater
added value.



PROFIT MARGIN

The expected growth in sales and portfolio changes for the
2014 business year are likely to produce a slight improve-
ment in the results compared to 2013.

The high level of production capacity utilisation will mit-
igate any minor negative effects due to increased depre-
ciation as aresult of investment in technology production
facilities and expenditure for starting up the production
capacity in Vietnam.

Based on rising sales the result is expected to further
improve in 2015. This will be helped by the additional pro-
duction capacity in Vietnam, which by this time will have
gone through the automotive customer approval process,
as well as the growing technology share in Germany.
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V RISK MANAGEMENT REPORT

FUNDAMENTALS

Effective management of risks and opportunities is an
important part of the business activities and supports
the goal of growing sustainably and profitably. The core
business of PCBs is largely characterised by regular peri-
ods of market growth that alternate with downturns in
the market. Moreover, the risk and opportunity position is
affected by the need for a high level of investment in order
to achieve and secure a market position as well as excep-
tionally fast technological turnaround. The battle with the
competition on innovation advances also extends to the
legal level. Against the background of these fundamental
characteristics of the PCB industry, the SCHWEIZER risk
policy is aimed at responding quickly to opportunities and
exploiting them in order to continually add value for the
company. At the same time, any risks - which could be
associated with the exploitation of opportunities - must
be actively controlled and any substantial risk of forfei-
ture avoided. For this purpose, risk management is closely
linked to planning at company level and implementation
of the strategy and falls to the higher responsibility of the
Management Board.

For the purposes of implementing the risk policy, we have
established a risk management and control system made
up of a number of complementary elements. In addition
to the "Risk and opportunity management" and "Internal
control system governing the financial accounting pro-
cess" systems described below, this notably includes the
standardised planning, control and internal reporting pro-
cesses linked to the systems.

In principle, it is the job of each and every employee to
actively avert all imminent risks to the company. The risk
system is therefore recorded in a management document
that is accessible to all employees and that includes plan-
ning, information and controlling processes. A cross-hier-
archy reporting system ensures that management receives
accurate information.

All relevant risks and opportunities are evaluated in a
standardised way from a quantitative and/or qualitative
perspective. The assessment covers the following dimen-
sions: degree of impact on the business activities, finan-
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cial position and earnings, cash flow and reputation as
well as probability of occurrence. A risk indicator is deter-
mined for the potential degree of impact on the business
activities, financial position and earnings, cash flow and
reputation, and probability of occurrence.

SIGNIFICANT RISKS

Currency Risks / Due to its international integration,
SCHWEIZER is subject to exchange rate risks and oppor-
tunities. In particular, supplies from the strategic coop-
eration partner Meiko Electronics are paid for in US dol-
lars, meaning that material expenditure is subject to an
exchange rate risk. The majority of the company's sales
markets, however, are located in the euro area. Conse-
quently, US dollar expenditure exceeds US dollar income.
The hedging tools used by Schweizer Electronic AG take
into account existing foreign currency receivables and
payables as well as expected payment flows. Derivative
financial instruments are used in order to reduce currency
risks and secure the calculation basis for customer orders.
Currency risks are monitored and managed centrally.

Procurement risks / For SCHWEIZER, the consolidation of
the PCB industryin Europe has had a positive effect on the
sales markets. However, it has also resulted in additional
risks on the procurement side from Germany and Europe.
Lower demand from Europe for materials involved in the
manufacture of PCBs could result in major European sup-
pliers ceasing their activities. SCHWEIZER is therefore put-
ting in efforts now to guard against such a scenario with
the multiple qualification of materials, to prepare for alter-
native procurement from other continents. In this context,
additional suppliers from Asia were audited, qualified and
approved in the past financial year (2013), In addition, the
risk situation is regularly evaluated - together with the
insurer - with respect to insurance cover.

Strongly fluctuating markets for industrial raw materials
combined with the extremely volatile raw material prices
mean that there is a costing risk. This risk is countered by
concluding contracts with suppliers in good time. The pos-
sibility of futures contracts and raw material SWAPs was
reviewed in 2013 within the scope of commodity manage-



ment and SCHWEIZER took corresponding measures. The
most important raw materials (copper, gold, aluminium)
are monitored on a weekly basis. In addition, the current
and expected price level of the most important materi-
als as well as the creditworthiness and delivery perfor-
mance of suppliers are made available to management in
the quarterly purchasing report.

Credit risk / The positive trend in the automotive seg-
ment caused dependency on the automotive industry to
heighten further during the reporting year. As this indus-
try sector is subject to cyclical variations, there is a risk
of insolvencies and associated bad debt losses. In order
to diversify risk, SCHWEIZER believes it is important to
win new customers, including medium-sized companies.
Yet new customers also mean increased risk in terms of
creditworthiness, therefore managing the risk of bad debt
is extremely important for SCHWEIZER. Customers' cred-
itworthiness is monitored constantly based on external
credit ratings and internal findings, such as changes in
payment history and press reports. Trade credit insurance
was not taken out. Customers are split into different cred-
itworthiness categories and the payment conditions, and
thus the maximum liability, are adjusted accordingly in line
with the risk. These assumptions are continuously mon-
itored in twice weekly credit risk meetings, ensuring the
relevant sales employees are made aware of critical issues
in good time. Monthly management reports provide details
of changes involving major customers. The liabilities of
major customers are also discussed regularly at Manage-
ment Board meetings with respect to risk and considera-
tion is given to measures to cover risk.

Production Risks / SCHWEIZER's competitive edge is
founded in particular on its capacity to innovate and the
speed with which it does so, even in the face of com-
plex problems on the part of its customers. This leads to
increasing complexity and higher value of the products it
manufactures. Thisin turn leads to heightened risks for the
production of such new, high-value products with respect
to the stabilisation of new production processes, produc-
tion quality and reject rates. These risks are countered by
involving the people responsible for production, processes
and purchasing heavily in the development phase of new
products. Once production is underway, regular interdis-
ciplinary team meetings are held, during which problems
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with processes are addressed and resolved.

The production network with partners Elekonta and Meiko
Electronics means that part of the value creation no longer
takes place solely in the SCHWEIZER production facilities.
It is not possible to monitor quality aspects and delivery
reliability at external partners to the same extent as in
your own organisation. Therefore, to minimise the poten-
tial risk, SCHWEIZER has introduced a "safe launch" con-
cept to identify quality risks in the start-up phase, both
at the partner's site and in the main plant in Schramberg.

OVERALL STATEMENT ON THE
RISK SITUATION BY THE COMPANY
MANAGEMENT

The overall risk situation has been evaluated by consoli-
dating all significant individual risks. We are not currently
aware of any risks that could jeopardise the continued
existence of the company.
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VI CHARACTERISTICS OF THE INTERNAL CONTROL
AND RISK MANAGEMENT SYSTEM GOVERNING THE
FINANCIAL ACCOUNTING PROCESS

In contrast with the risk management system, the focus
of the internal control system is on the financial account-
ing process with the aim of monitoring the correctness
and effectiveness of the accounting and financial report-
ing processes. The aim of the internal control system is
to minimise the risk of misstatements in accounting and
in external reporting and to ensure a reasonable degree
of assurance for the financial statement and that it com-
plies with regulatory requirements. For this to be achieved,
company-wide compliance with statutory provisions and
internal company rules is essential. Clear ownership of
processes is assigned. The internal control system fulfils
the requirements of BilMoG for effectiveness and forms
part of the accounting process in all significant legal enti-
ties and corporate functions. The system monitors the
principles and procedures on the basis of preventive and
detective controls.

The internal control and risk management system gov-
erning the financial accounting process is not formally
defined by law. Schweizer Electronic AG therefore fol-
lows the definitions of the Institut der Wirtschaftsprifer
in Deutschland e.V. (Institute of Public Auditors in Ger-
many), based in Dusseldorf, concerning the accounting-re-
lated internal control system (IDW AS 261 Subs. 19 f.) and
the risk management system (IDW AS 340, Subs. 4).

With regard to the financial accounting process, the com-
pany attributes the greatest importance to those features
of the internal control and risk management system that
significantly influence the accounting procedures as well
as the overall tenor of the financial statement including
the status report.
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This includes the following elements in particular:

= |dentification of the main risk and control areas rele-
vant to the accounting process

= Reporting of the results of the accounting process
controls at Management Board level

= Preventative control measures in the finance and
accounting system as well as in all operational com-
pany processes that provide salient information on
the composition of the financial statement and status
report, including a division of functions and pre-de-
fined approval processes in relevant areas

= Measures to assure the correct, computer-based pro-
cessing of data and facts relating to accounting

= Establishment of an internal revision system to mon-
itor and test the efficacy of the internal control and
risk management system for financial accounting

= Involvement of external experts for complex account-
ing issues in the financial accounting process

= Implementation of a risk management system, which
includes measures for identifying and evaluating sig-
nificant risks as well as measures to limit risks, in
order to ensure the correctness of the financial state-
ment.

The effectiveness of the internal control system govern-
ing the financial accounting process is systematically eval-
uated. Initially, an annual risk analysis is carried out and
the defined controls revised if necessary. At this stage, sig-
nificant risks with regard to the financial accounting and
financial reporting process are identified and updated.
The controls defined for the identification of risks are doc-
umented in a standardised way across the company. To
evaluate the effectiveness of controls, we carry out regular
tests on the basis of spot checks. These form the basis for



an internal assessment of whether the controls are fit for
purpose. The results of this internal assessment are doc-
umented and reported in a standardised system. Where
weaknesses in the control system are identified, these
are rectified taking into account their potential effects.

EVALUATION OF EFFECTIVENESS

At the end of the annual cycle we check and endorse the
effectiveness of the internal control system governing the
financial accounting process. The Management Board and
the finance committee of the Supervisory Board are kept
informed of any significant control weaknesses that are
found as well as the effectiveness of the controls put in
place. The risk management and internal control system is
subject to ongoing revision in line with internal and exter-
nal requirements - for example the provisions of the Ger-
man Accounting Law Modernization Act (Vorgaben des
Bilanzrechtsmodernisierungsgesetzes - BilMoG). The sys-
tem is improved in order to continuously monitor the rel-
evant risk areas.
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VII MATTERS RELEVANT TO ACQUISITIONS

Composition of the subscribed capital

The company's share capital of EUR 9,664,053.86 is divided
into 3,780,000 no-par-value shares (individual shares). The
same rights and obligations are associated with all com-
pany shares and arise from statutory provisions and the
Articles of Association.

Restrictions relating to voting rights or the transfer of
shares

The Management Board is not aware of any restrictions
relating to voting rights or the transfer of shares.

Direct or indirect shareholdings in the company's capital
that exceed 10 percent of the voting rights

As at the reporting date, the community of heirs of Ger-
hard Schweizer, comprising Ms Hannelore Schweizer, Ms
Kristina Schweizer and Mr Bernd Schweizer, as well as Mr
Christoph Schweizer each holds a direct or indirect stake
in excess of 10 % of the company capital and voting rights.

Shares conferring special control rights

No shares with special rights or voting right control, or
shares with special rights or voting right control due to the
participating interests of employees exist.

Statutory provisions and provisions governing the
nomination and withdrawal of Management Board
members and amendments to the Articles of Association
The regulations governing the nomination and withdrawal
of Management Board members, as set outin Sections 84
and 85 of the German Stock Corporation Act (AktG) and in
Section 5(2) of the company's Articles of Association, are
as follows: the Supervisory Board determines the number
and appointment of Management Board members as well
as their withdrawal. The Supervisory Board is also respon-
sible for appointing a member of the Management Board
as CEO. Deputy board members may be appointed.

The regulations governing amendments to the Articles of
Association, as set out in Section 179 of the of the Ger-
man Stock Corporation Act (AktG) and in Section 17(2) of
the Articles of Association, are as follows: resolutions of
the annual general meeting regarding amendments to the
Articles of Association and dissolution of the company are
subject to the legally prescribed majority requirements.
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Powers of the Management Board to issue and buy back
shares

By resolution of the annual general meeting of 1 July
2011, the Management Board is authorised, subject to
the approval of the Supervisory Board, to increase the
company's share capital until 30 June 2016 by up to EUR
3,221,351.29 by issuing new, no-par-value shares in return
for contributions in cash and/or in kind (authorised cap-
ital). In the process, the shareholders must be granted
a subscription right. However, the Management Board
was authorised, subject to the approval of the Supervi-
sory Board, to exclude the subscription right a) for frac-
tional amounts; b) for the issuance of new shares against
cash contributions if the pro rata amount of capital stock
attributable to the new shares does not exceed 10 % of
the share capital on the date of entry of this authorisa-
tion in the commercial register (EUR 9,664,053.86) and
- in total - does not exceed 10 % of the share capital on
the date of issuance of the new shares, and if the issue
price of the new shares is not substantially lower than
the stock exchange price of the company's shares of the
same class and structure on the date of final determina-
tion of the issue price (Section 203(1) Clause 1 in conjunc-
tion with Section 186(3) Clause 4 AktG); c) for the issu-
ance of new shares against contributions in kind for the
purpose of acquiring companies, parts of companies or
stakes therein. This authorisation is regulated in Section
4(4) of the Articles of Association.

By resolution of the annual general meeting of 1 July 2011,
the Management Board is authorised until 30 June 2016 to
acquire own shares up to a total value of 10 % of the share
capital at the time of the resolution (EUR 9,664,053.86) for
purposes other than trading in own shares. Together with
the other shares held by the company or to be treated as
such in accordance with Sections 71 a et seqq. AktG, the
acquired shares must not at any time constitute more than
10 % of the share capital at the time of the resolution.

Further information can be found in the publicly avail-
able invitation to the annual general meeting 2011 at




Essential agreements for the event of a change in control
In the event of premature loss of a position on the Man-
agement Board due to a change of control, three mem-
bers of the Management Board are entitled to a severance
payment and a compensation payment as a result of their
employment contract. If the employment contract of the
Management Board member ends six months after the
change of control as aresult of mutual termination, expiry
or termination of the Management Board member due to
his Management Board position having been considerably
affected by the change of control, then he is due severance
payments 1.25 times the amount of his total annual remu-
neration earned on average over the past three business
years for the residual term of his employment contract. If
the residual term of the employment contract comes to
more than three years, then the severance payments for
the additional period shall be subject to a flat-rate reduc-
tion of 25 % in order to take into account the discounting
and deduction of additional benefits.
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In addition, the Management Board member shall receive
compensation of at least double his total annual remu-
neration, or triple in the event that he has been an active
member of the company's Management Board for more
than ten years. The total of the severance and compensa-
tion payments shall be limited to an amount equal to six
times the total annual remuneration of the Management
Board member.

VIIl CORPORATE GOVERNANCE STATEMENT IN
ACCORDANCE WITH SECTION 289A HGB

The corporate governance statement and the corpo-
rate governance report form part of this annual report
[§] and can be found on the web page at:

o el
Y www.schweizer.ag/en/investor-relations/
corporate-governance.html.

Schweizer Electronic AG is committed to the principles of
responsible, value-based leadership and controlling that is
aligned towards long-term success, targeted and efficient
cooperation between the Management Board and the

Supervisory Board, respecting the interests of its share-
holders and employees, and transparency. The company
thus complies with the recommendations of the German
Corporate Governance Code governmental commission.
Exceptions are explained in the Declaration of Conformity.

This document can be found on the web page at the follow-
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IX REMUNERATION REPORT

The remuneration of the Schweizer Electronic AG Man-
agement Board consists of a fixed and a variable element.
The latteris divided into a component geared towards the
achievement of defined targets for the respective current
business year as well as a component with a long-term
incentive effect and a proportion of risk. The modified
corporate law regulations governing Management Board
remuneration according to the German Act on the Appro-
priateness of Management Board Compensation (VorstAG)
as of 31 July 2009, apply to Management Board contracts.
Contracts issued before 31 July 2009 have been modified
accordingly. The fixed income component of the Man-
agement Board’s remuneration is not tied to the achieve-
ment of defined targets and is paid monthly. In addition,
ancillary payments such as the provision of a company car
and insurance premium allowances are granted. The var-
iable income component, which relates to the targets for
a business year, is geared towards the attainment of cer-
tain quantitative and qualitative targets. The quantita-
tive targets - to which the greatest weight is assigned -
are Economic Value Added® (EVA®) and the improvement
of the Economic Value Added® compared with the previ-
ous year (AEVA). In addition to these, individual strategic
objectives, agreed upon with the members of the Manage-
ment Board, are taken into consideration. This remuner-
ation component is paid upon verification and approval
of the financial statement by the Supervisory Board. The
amount is determined by the level of goal attainment and
is capped. In addition to these two board remuneration
components, there is also a Long Term Incentive Program
("LTIP") for Management Board members. The LTIP is a
remuneration component that offers a long-term incen-
tive effect and a proportion of risk in the form of a "share
matching" plan with a four-year ban on sale. Taxes due on
this shall be taken over if required.

In the 2013 business year, the Management Board's earn-
ings totalled EUR 1,467 million (fixed), EUR 1,079 million
(variable)and 9,490 shares for long-term goals. In the 2013
business year, allmembers of the Management Board were
employed for the full calendar year.
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}M. Schweizer)

The members of the Schweizer Electronic AG Management
Board are covered by directors and officers liability insur-
ance ("D&O0") with an excess - since 5 August 2009 - of at
least 10 % of the loss amount, up to a maximum of one and
a half times their fixed annual remuneration, in accord-
ance with the German Stock Corporation Act (AktG).

The remuneration of the Supervisory Board is regulated
in Section 13 of the Articles of Association. In addition to
the reimbursement of expenses, each member receives
a fixed remuneration component of KEUR 8 per business
year as well as avariable remuneration of EUR 400 for each
EUR 0.01 by which the dividend declared at the annual gen-
eral meeting exceeds a dividend of EUR 0.10 per share with
full dividend entitlement distributed to the shareholders.
The chairman is paid double and his deputy one and a
half times this amount. Members of Supervisory Board
committees also receive a fixed annual remuneration of
KEUR 2. The total remuneration of the Supervisory Board
in 2013 came to KEUR 74 (fixed) and KEUR 170 (variable).

Schramberg, 14 February 2014

The Management Board

L

Z ;(a -0

(B. Schweizer)
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BALANCE SHEET

ASSETS

Fixed assets
Intangible assets
Tangible assets

Financial assets

Current assets

Inventories

Receivables and other assets
Cash on hand, bank balances

Prepayments and accrued income

54

EUR

1,474,733
26,677,050
10,421,906

13,452,339
15,417,650
8,998,759

31/12/2013
EUR

38,573,689

37,868,748

229,072

76,671,509

31/12/2012
€ thousands

910
29,351
6,261
36,522

9,895
13,525
11,577
34,997

138

71,657



LIABILITIES

Equity capital

Subscribed capital
./. Own shares

Capital reserves
Profit reserves

Other profit reserves
Balance-sheet profit

Provisions
Provisions for pensions and similar obligations

Additional provisions

Liabilities

Liabilities to credit institutions
Trade payables

Liabilities to affiliated companies
Other liabilities

Deferred tax liabilities

EUR

9,664,054
7,454
9,656,600
21,682,879

8,686,694
5,034,071

7,344,733
5,691,045

7,385,930
4,358,327
2,480,245
4,176,985

31/12/2013
EUR

45,060,244

13,035,778

18,401,487

174,000

76,671,509
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31/12/2012
€ thousands

9,664

9,645
21,663

5,641
3,975
40,924

6,921
4,490
11,411

9,752
3,486
2,221
3,590
19,049

273

71,657
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INCOME STATEMENT

Sales revenue
Increase (PY: reduction) in stocks of finished and unfinished goods

Other internally produced and capitalised assets

Other operating income
of which income arising from currency conversion EUR 152,723
(PY: EUR 195,040)

Material costs

Costs for raw materials and supplies and for purchased goods

Costs for purchased services

Personnel costs

Wages and salaries

Social contributions and expenses for pension provisions and for support
Depreciation of intangible assets among the fixed assets and tangible assets

Other operating expenses
of which expenses arising from currency conversion EUR 102,568
(PY: EUR 160,262)

Income from holdings
Other interest and similar income
Depreciation from financial assets

Interest and similar expenses
of which expenses arising from increased interest EUR 384,385
(PY: EUR 386,280)

Result from normal business activities

Taxes on income and revenue
of which income (PY: expenses) arising from changes to
deferred taxes reported in the balance sheet EUR 99,000 (PY: EUR 273,000)

Other taxes

Annual net profit

Profit carried forward

Deposits in the other profit reserves
Balance-sheet profit
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2013
EUR

101,211,368
3,507,363
54,337
104,773,068
2,398,463

-38,763,424
-6,746,283

-29,068,955
-6,415,998
-4,426,567

-11,956,271

10,441
21,077
-134,848
-782,212

8,908,491
-2,603,700

-171,101
6,133,690
1,900,381
3,000,000
5,034,071

2012
EUR

100,179,045
-1,689,606
31,514
98,520,953
2,085,369

-39,384,236
-6,394,509

-28,685,685
-5,191,155
-4,817,260

-10,949,845

14,746
44,400
-2,804,851
-808,995

1,628,932
-852,778

-81,273
694,881
3,280,364
0
3,975,245



CASH FLOW STATEMENT

1. Cash flow from current business activities
Period results

Depreciations/write-ups on fixed assets
Modifications to the provisions

Other non-cash revenue/expenses

Profit/losses from divestments of assets

Modification to the inventories, trade receivables and other assets

Modification to trade payables and other liabilities

Cash flow from current business activities

2. Cash flow from investment activities

Receipts from divestments of tangible fixed assets
Payments for investments in the tangible fixed assets
Receipts from divestments of intangible fixed assets
Payments for investments in the intangible fixed assets
Payments for investments in the financial assets

Cash flow from investment activities

3. Cash flow from financial activities
Payments to company owners
Acquisition of own shares
Dividend
Receipts from the take-up of financial loans
Payments for the amortisation of financial loans

Cash flow from financial activities

4. Fund for financing purposes at period end

Cash modification to fund for financing purposes
(sub-total 1-3)

Fund for financing purposes at period start

Fund for financing purposes at period end

5. Composition of fund for financing purposes
Liquid funds = fund for financing purposes at period end
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2013 2012
€ thousands € thousands

6,134 695
4,427 4,817
1,681 -2,603
535 3,088
262 -23
-5,541 814
1,318 460
8,816 7,248
65 24
2,332 -2,555
10 0
-306 -553
-4,313 -4,408
-6,876 -7,492
77 -138
-2,075 1,773
0 4,000
-2,366 -421
-4,518 1,668
2,578 1,424
11,577 10,153
8,999 11,577
8,999 11,577
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STATEMENT OF CHANGES IN EQUITY

In €
31/12/2011

Acquisition of own shares

Issue of own shares to Man-
agement Board and Leadership
Team (variable remuneration for
2011)

Paid dividends

Annual net profit

31/12/2012

Acquisition of own shares

Issue of own shares to Manage-
ment Board (variable remunera-
tion for 2012)

Paid dividends

Deposit in profit reserves
according to Section 58(2)
Clause 1 AktG

Annual net profit

31/12/2013

58

Subscribed
capital

9,664,054

O O o o

9,664,054

9,664,054

Own shares

-25,284

-25,566

31,665

6,099

-19,185

-12,783

24,515

11,731

-7,454

Capital
reserves

21,589,429

73,935

73,935

21,663,364

19,515

19,515

21,682,879

Generated equity

Profit
reserves

5,698,368

-112,525

55,039

-57,486

5,640,882

-64,078

109,890
0

3,000,000
3,045,812
0

8,686,694

Balance-

sheet profit

5,053,113

0
-1,772,749
-1,772,749

694,881

3,975,245

0
-2,074,863

-3,000,000
-5,074,863
6,133,690

5,034,071

Equity
according
to balance

sheet

41,979,680

-138,091

160,639
-1,772,749
-1,750,201

694,881

40,924,360

-76,861

153,919
-2,074,863

0
-1,997,805
6,133,690

45,060,244
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GENERAL NOTES

The present financial statement was produced in accord-
ance with Section 242ff. and Section 264ff. HGB and
according to the relevant provisions of the German Stock
Corporation Act (AktG). The regulations regarding large
corporations apply.

The income statement was produced according to the
total-cost method.

In order to improve the clarity of the presentation, we col-
lated individual items of the balance sheet and so struc-
tured and explained them separately in this appendix. For
the same reason, the "of which" notes were also included
in some cases at this point.

ACCOUNTING AND EVALUATION
METHODS

The following accounting and evaluation methods were
decisive for the production of the financial statement.

Acquired intangible assets among the fixed assets are
accounted at procurement cost and are reduced, insofar
as they are subject to depreciation, in scheduled instal-
ments according to their useful life.

The tangible assets are reported at procurement or man-
ufacturing cost and are reduced, insofar as they can be
depreciated, in scheduled instalments. Both individual
costs and pro-rata overhead costs are integrated into the
manufacturing costs of internally produced assets. The
definition of the useful life of assets is guided by the period
during which it is advisable for reasons of profitability to
use the particular asset (economic useful life). Assets are
always depreciated using the linear method. Low-value
assets with avalue of upto EUR 150 are depreciated in full
in the year of acquisition. It is assumed that such assets
are retired immediately. Low-value assets with a value of
between EUR 150 and EUR 1,000 are collated in a collec-
tive item for the specific year and depreciated together in
linear fashion over a period of five years. The existing col-
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lective items are, in total, relatively insignificant for the
net assets, financial position and earnings of the com-
pany. Depreciation on the tangible fixed assets is always
carried out on a pro-rata temporis basis.

For the financial assets, the share rights are reported at
procurement cost or at lower fair values and loans are
always reported at par value.

The inventories are reported at procurement and manu-
facturing cost or at lower current values.

The inventories of raw materials and supplies are valued
according to the lower of cost or market principle. A fixed
value has been defined for plating solutions.

The unfinished and finished products are valued at manu-
facturing cost on the basis of individual calculations that
are based in turn onthe business statement for the period
from 01 November 2012 to 31 October 2013, whereby not
only the directly attributable costs of direct materials, pro-
duction wages and special individual costs are taken into
account, but also production and material overhead costs
and depreciations. Appropriate expenses were capitalised
for company social amenities in accordance with Section
255(2) Clause 3 HGB.

In all cases, the valuation ensured that there would be no
losses, i.e. if necessary, deductions were made from the
forecast sale prices to cover any costs that were still to
be incurred.

Merchandise is accounted for at procurement cost or at
lower market prices.

All identifiable risks in the inventories that arise from
above-average storage duration, impaired usability and
lower replacement costs have been taken into account
with appropriate devaluations.

Appropriate provisions have been formed as required for
losses arising from delivery obligations.

Apart from the standard commercial reservation of pro-



prietary rights, the inventories are free of any rights of
third parties.

Receivables and other assets are always reported at par
value. All risk-carrying items have been taken into account
with the formation of appropriate individual value adjust-
ments; the general lending risk has been taken into
account with fixed-rate deductions. Interest-free liabili-
ties with a duration of more than one year are discounted.

The provisions for pensions and similar obligations are
determined according to the present value of entitlement
method using the "2005 G reference tables". The average
market interest rate with a remaining term of 15 years
(4.90 %, as of October 2013) was taken as a fixed rate
for the discount in accordance with the German Provi-
sion Discount Ordinance (Rickstellungsabzinsungsver-
ordnung) dated 18 November 2009. Any anticipated sal-
ary and pension increases were taken into account with a
rate of 2 %-2.75 %.

The tax provisions and the other provisions take into
account all uncertain liabilities and threatened losses from
pending contracts. They are reported in the amount of the
necessary fulfilment amount based on a reasonable com-
mercial assessment (i.e. including future cost and price
increases). Other provisions with a residual term of more
than one year are discounted.

Liabilities are reported at the respective fulfilment
amount.

In order to determine deferred taxes based on tempo-
rary or quasi-permanent differences between the value
approaches according to trade law for assets, for debts
and for accruals and deferred income and their fiscal value
approaches, the amounts of the resulting tax burden and
tax relief are valued and not discounted with the compa-
ny's own tax rates applicable at the time of the elimina-
tion of the differences. Active and passive deferred taxes
are offset.

Assets and liabilities denominated in foreign currency
have always been converted using the spot exchange aver-
age rate applicable on the financial statement reference
date.
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NOTES TO THE BALANCE SHEET

The items that have been collated in the balance sheet are explained separately below.

FIXED ASSETS

The performance of the individual items among the fixed assets is shown in the Analysis of Changes in Fixed Assets
with a specification of the depreciations for the business year.

Procurement and manufacturing costs

In € 01/01/2013 Acquisitions Divestments Transfer 31/12/2013
postings
I. Intangible assets
Rights and values 3,700,321 305,777 339,834 517,738 4,184,002
acquired for a fee
Il. Tangible assets
1. Land and buildings 37,508,868 0 0 0 37,508,868
2. Technical equipment 81,403,077 1,706,795 2,057,082 444,737 81,497,527
and machines
3. Other plant, factory 54,515,376 436,796 535,290 40,238 54,457,120
and office equipment
4. Advance payments and 1,305,453 188,398 302,740 -1,002,713 188,398
plants under construction
174,732,774 2,331,989 2,895,112 -517,738 173,651,913
Ill. Financial assets
1. Shares in affiliated 4,426,311 3,313,433 17,550 0 7,722,194
companies
2. Loans 0 1,000,000 0 1,000,000
3. Holdings 4,639,411 0 0 4,639,411
9,065,722 4,313,433 17,550 0 13,361,605
187,498,817 6,951,199 3,252,496 0 191,197,520

*) Unscheduled depreciation in accordance with Section 253(3) Clause 3 HGB
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01/01/2013

2,790,757

20,845,375
76,710,552

47,825,691

145,381,618

0
2,804,851

2,804,851

150,977,226

Accumulated depreciations

Acquisitions

258,346

914,411
1,170,139

2,083,671

4,168,221

0
134,848

134,848

4,561,415

Divestments

339,834

0
2,057,082

517,894

2,574,976

2,914,810

31/12/2013

2,709,269

21,759,786
75,823,609

49,391,468

146,974,863

0
2,939,699

2,939,699

152,623,831
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Book values

31/12/2013 31/12/2012
1,474,733 909,564
15,749,082 16,663,493
5,673,918 4,692,525
5,065,652 6,689,685
188,398 1,305,453
26,677,050 29,351,156
7,722,194 4,426,311
1,000,000 0
1,699,712 1,834,560
10,421,906 6,260,871
38,573,689 36,521,591
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SPECIFICATIONS OF SHARE HOLDINGS

The composition of the shareholding is shown in the table below.
(Amounts are shown in the national currency (NC), earnings after tax on profits)

Company name and registered office  Currency Sharein Equity cap- Equity cap- Earnings Earnings
the capital ital ital

% in NC thou- In € thou- in NC thou- In € thou-

sands sands sands sands

31/12/2013 31/12/2012 31/12/2012 2012 2012

1. Directly held shares

Schweizer Asia Limited,
Hong Kong/China HKD 100 5 1 7 1

Schweizer Pte. Ltd., Singapore SGD 100 7,195 4,466 -17 -11

2. Shares held indirectly through
Schweizer Pte. Ltd., Singapore

Schweizer Energy Production

Singapore Pte. Ltd., Singapore SGD 94 9,543 5,923 -1,066 -662
Schweizer Energy System Integration

Pte. Ltd., Singapore SGD 100 76 47 -225 -140
Schweizer Electronic Pte. Ltd.,

Singapore SGD 100 1 1 - -

3. Shares held indirectly through
Schweizer Energy Production
Singapore Pte. Ltd.

Schweizer Energy Nantong Co. Ltd.,
China CNY 100 19,505 2,373 - -

4. Shares held indirectly through
Schweizer Electronic Pte. Ltd.,
Singapore

Meiko Schweizer Electronics,
Hong Kong usb 49.9 - - - -

The amounts for equity capital and earnings refer to the last business year and the financial statement that was avail-
able at the time this appendix was produced.
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INVENTORIES
31/12/2013 31/12/2012
€ thousands € thousands
Raw materials and supplies 3,843 3,598
Unfinished products 4,576 2,946
Finished products 5,033 3,351
13,452 9,895
RECEIVABLES AND OTHER ASSETS
31/12/2013 31/12/2012
€ thousands € thousands
Trade receivables 14,117 12,874
of which residual term
of more than one year 0 0
Receivables from affiliated
companies 1 3
of which residual term
of more than one year 0 0
Receivables from compa-
nies in which a participat-
ing interest is held 193 27
of which residual term
of more than one year 0 0
Other assets 1,107 621
of which residual term
of more than one year 146 182
15,418 13,525

The receivables from companies in which participating
interests are held arose exclusively from trade receivables.
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EQUITY CAPITAL

The share capital amounted to EUR 9,664,054 as per 31
December 2013 and is divided into 3,780,000 nominal
shares (no-par-value shares).

As per the balance-sheet reference date, Schweizer Elec-
tronic AG held a total of 2,945 own shares. This corre-
sponds to an amount of the share capital of KEUR 8 or
0.08 %. The acquisition of own shares took place in accord-
ance with Section 71(1) No. 8 AktG in September 2000
(10,460 shares), in March/April 2001 (15,483 shares), in
July 2008 (180,000 shares), in March 2012 (7,000 shares),
in June 2012 (3,000 shares) and in September of this year
(5,000 shares). 8,750 shares were drawn from the inven-
tory at that time of 25,943 shares in June 2005. During the
course of the share exchange with Meiko Electronics Co.
Ltd., Ayase, Japan, 180,000 shares were drawn from the
inventory in October 2010; 7,303 shares were drawn in the
2011 businessyearand 12,369 shares in the 2012 business
year. During the current business year, 9,576 shares (which
corresponds to an amount of the share capital of KEUR
25, that is 0.25 % of the share capital) were drawn to be
yielded to the Management Board as a variable remunera-
tion component from the previous year. In connection with
these transactions, KEUR 110 was deposited in the other
profit reserves and KEUR 20 was deposited in the capital
reserve during the 2013 business year in accordance with
the regulations in Section 272(1b) Clauses 2 and 3 HGB.

AUTHORISED CAPITAL

The Management Board is authorised, with the consent
of the Supervisory Board, to increase the share capital of
the company up to 30 June 2016 by up to a total of EUR
3,221,351.29 through the issue of new, registered non-
par-value shares against contributions in cash and/or in
kind (authorised capital). This authorisation may be exer-
cised in full or in parts, and on one or several occasion(s).
In the process, the shareholders must be granted a sub-
scription right.
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However, the Management Board is authorised, with the con-
sent of the Supervisory Board, to exclude the subscription
right of the shareholders

a)for peak amounts;

b)for the issue of new shares against cash contributions
if the total pro-rata amount accounted for by the new
shares with regard to the share capital does not exceed
10% of the share capital available at the time of entry
of this authorisation in the Commercial Register (EUR
9,664,053.86) and - in cumulative terms - does not
exceed 10% of the share capital available at the time
of issue of the new shares and if the issue price of the
new shares does not fall considerably below the listed
price of the shares of the company of the same class and
category at the time of the final definition of the issue
price (Section 203(1) Clause 1 in conjunction with Sec-
tion 186(3) Clause 4 AktG); in the calculation of the 10 %
limit, the pro-rata amount in reference to the share cap-
ital must be deducted which is accounted for by new or
re-acquired shares that were issued or divested since 1
July 2011 under the simplified exclusion of subscription
rights pursuant to or in accordance with Section 186(3)
Clause 4 AktG, and the pro-rata amount in reference to
the share capital which forms the basis for option and/
or convertible rights arising from option and/or convert-
ible bonds and/or duties to convert, which have been
issued since 1 July 2011 according to the application of
Section 186(3) Clause 4 AktG, must also be deducted;

c) for the issue of new shares against contributions in kind
for the purpose of acquiring companies, parts of compa-
nies or holdings in companies.

The Management Board is authorised, with the consent of
the Supervisory Board, to define further details concerning
the implementation of capital increases from the authorised
capital and the conditions for issuing shares, in particular the
issue price. The Supervisory Board is authorised to adjust the
wording of Section 4(1) and (4) of the Articles of Association
according to the use of the authorised capital or after expiry
of the authorisation period.
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NOTIFICATIONS OF VOTING RIGHTS

The German Securities Trading Act (Wertpapierhandels-
gesetz - WpHG) obliges investors to notify the relevant com-
pany if their voting interest in listed companies reaches spec-
ified thresholds. We have been informed of the existence of
the following holdings:

Mr Marc Schweizer, Schramberg, informed us on 2 April 2002
that his voting interest in Schweizer Electronic AG amounted
to 8.28 % as per the reference date of 1 April 2002.

Mr Nicolas Schweizer, Schramberg, informed us on 2 April
2002 that his voting interest in Schweizer Electronic AG
amounted to 8.28 % as per the reference date of 1 April 2002.

The community of heirs upon the decease of Mr Gerhard
Schweizer informed us on 12 January 2006 that their vot-
ing interests in Schweizer Electronic AG were constituted
as follows:

Voting interest of the community of heirs upon the decease
of Mr Gerhard Schweizer, consisting of the members Han-
nelore Schweizer, Bernd Schweizer and Kristina Schweizer:
16.01 %.

Voting interest of Ms Hannelore Schweizer, held by herself:
1.475 % and as a member of the community of heirs of Mr
Gerhard Schweizer: 16.01 %.

Voting interest of Mr Bernd Schweizer, held by himself:
8.167 % and as a member of the community of heirs of Mr
Gerhard Schweizer: 16.01 % .

Voting interest of Ms Kristina Schweizer, held by herself:
8.167 % and as a member of the community of heirs of Mr
Gerhard Schweizer: 16.01 %.

Meiko Electronics Co. Ltd., Ayase, Japan, informed us in
accordance with Section 21(1) of the German Securities Trad-
ing Act (WpHG) on 13 January 2011 that its voting interest
in Schweizer Electronic AG fell below the threshold of 5 %
of the voting rights on 30 December 2010 and on that date
it amounted to 4.76 % (which corresponds to 180,000 vot-
ing rights).



MK LuxInvest SA, Luxembourg City, Luxembourg, informed
us in accordance with Section 21(1) of the German Securities
Trading Act (WpHG) on 02 July 2012 that its voting interest
in Schweizer Electronic AG, Schramberg, Germany fell below
the threshold of 3 % of the voting rights on 28 June 2012 and
on that date it amounted to 2.829 % (which corresponds to
106,941 voting rights).

LBBW Asset Management Investmentgesellschaft mbH,
Stuttgart, Germany informed us in accordance with Section
21(1) of the German Securities Trading Act (WpHG) on 06
July 2012 that its voting interest in Schweizer Electronic AG,
Schramberg, Germany fell below the threshold of 5 % of the
voting rights on 05 July 2012 and on that date it amounted to
5.29 % (which corresponds to 200,000 voting rights). 5.29 %
of the voting rights (corresponding to 200,000 voting rights)
are to be assigned by the company in accordance with Sec-
tion 22(1) Clause 1, No. 6 of the German Securities Trading
Act (WpHG) to the Baden-Wirttembergische Versorgung-
sanstalt fur Arzte, Zahnarzte und Tierdrzte (Baden-Wiirt-
temberg Pension Fund Institution for Doctors, Dentists and
Veterinary Surgeons).

The Baden-Wirttembergische Versorgungsanstalt fur
Arzte, Zahnarzte und Tierdrzte, based in Tlbingen, Germany
informed us in accordance with Section 21(1) of the German
Securities Trading Act (WpHG) on 06 July 2012 that its voting
interest in Schweizer Electronic AG, Schramberg, Germany
fell below the threshold of 5 % of the voting rights on 05 July
2012 and on that date it amounted to 5.29 % (which corre-
sponds to 200,000 voting rights).

Mr Christoph Schweizer informed us in accordance with Sec-
tion 21(1) of the German Securities Trading Act (WpHG) on 09
August 2012 that his voting interest in Schweizer Electronic
AG fell below the threshold of 15.00 % of the voting rights
on 09 August 2012 and on that date it amounted to 15.05 %
(which corresponds to 569,000 voting rights).

KST Beteiligungs AG, Stuttgart, Germany, informed us in
accordance with Section 21(1) of the German Securities Trad-
ing Act (WpHG) on 27 December 2013 that its voting interest
in Schweizer Electronic AG, Schramberg, Germany fell below
the threshold of 5 % of the voting rights on 20 December
2013 and onthat date itamounted to 3.1069 % (which corre-
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sponds to 117,440 voting rights) and on 23 December 2013 it

fell below the threshold of 3 % and on that date it amounted

t0 1.5873 % (which corresponds to 60,000 voting rights).

g Notifications of voting rights for the last year

t are also published on our website at
www.schweizer.ag/en/investor-relations/

i corporate-governance.html.

BALANCE-SHEET PROFIT

The balance-sheet profit includes a profit carried forward of
EUR 1.9 million; moreover, we also draw attention here to the
proposal for the use of the balance-sheet profit.

PROVISIONS
31/12/2013  31/12/2012
€ thousands € thousands
Provisions for pensions and
similar obligations 7,345 6,921
Additional provisions
Tax provisions 908 22
Other provisions 4,783 4,467
5,691 4,489
13,036 11,410

The pension provisions disclosed in the balance sheet con-
sist of liabilities arising from pension pledges to active and
former members of the Management Board and/or their sur-
viving dependants, to executive employees and/or their sur-
viving dependants and to the widow of a former partner.

The pension provisions for the remaining staff are carried by
the Christoph Schweizer e. V. support fund.

The other provisions include, in particular, provisions for
remaining holidays not taken, overtime, age-related part-
time employment, personnel costs, environmental protec-
tion measures, outstanding invoices, guarantees, financial
statement costs and payments of Supervisory Board remu-
neration. The calculations for age-related part-time employ-
ment using insurance formulae is based on the "2005 G
guidelines".
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LIABILITIES SCHEDULE

31/12/2013 31/12/2012
Residual term secured by total residual total
In € thousands uptol over5years mortgage term up to
year with 1year
Type of liability
1. Liabilities to credit insti-
tutions 1,828 1,288 7,386 7,386 602 9,752
2. Trade payables 4,358 0 0 4,358 3,486 3,486
3. Liabilities to affiliated
companies 224 2,256 2,480 233 2,221
4. Other liabilities 4,177 0 4,177 2,961 3,590
- of which arising from
tax 1,765 0 0 1,765 1,352 1,352
- of which relating to
social security 151 0 0 151 83 112

LIABILITIES TO AFFILIATED COMPANIES

This item includes a loan from the Christoph Schweizer
e. V. support fund, as the situation involves a special pur-
pose entity in the meaning of Section 290(2) No. 4 HGB.
The cash value of the indirect pension pledges determined
with insurance formulae according to the present value
of entitlement method exceeds the actual cash assets by
EUR 4.627 million on the basis of the "2005 G reference
tables". A subsidiary liability exists in this amount. The lia-
bilities exist within the context of social security.

OTHER LIABILITIES

The other liabilities include liabilities to partners in the
amount of KEUR 600 and result from the granting of loans.
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DEFERRED TAX LIABILITIES

A tax rate of 28 % was taken as a basis for the calcula-
tion. The deferred tax liabilities mainly result from bal-
ance sheet differences regarding tangible assets. These
were netted with deferred tax assets from balance sheet
differences with regard to pension provisions and other
provisions.

CONTINGENT LIABILITIES

31/12/2013
€ thousands

31/12/2012
€ thousands

Guaranteed amount
from cooperative shares 5 5

The risk of claims arising from contingent liabilities is
deemed to be negligible.



OFF-BALANCE-SHEET TRANSACTIONS

31/12/2013
€ thousands
Annual payment liabilities arising from
- lease agreements 283

The purpose and advantages of lease agreements lie in
the procurement of liquidity and, to some extent, in the
avoidance of risks regarding residual value. Risks arise in
the contractual bond over the entire term.

Moreover, we would like to draw attention to the disclo-
sures under the Liabilities to affiliated Companies in this
appendix.

OTHER FINANCIAL LIABILITIES

In detail, these liabilities involve the following issues:

€ thousands
Annual payment liabilities arising from
- lease agreements 369
- maintenance agreements 670

Order obligation from awarded invest-
ment orders 1,351

The lease agreements and the maintenance agreements
end between 2014 and 2017.

TRANSACTIONS WITH ASSOCIATED
COMPANIES AND PERSONS

No transactions were carried out with associated com-
panies and persons at any rates that were not standard
market rates.
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NOTES TO THE INCOME STATEMENT
SALES REVENUE

The net sales revenue is divided up as follows:

2013
€ thousands

2012
€ thousands

By fields of activity

Metallised circuits 17,151 22,400
Non-metallised circuits 5,546 4,945
Multilayer/HDI 76,378 69,450
Other 2,136 3,384
101,211 100,179
By regions
National 66,119 60,967
EU countries 24 354 27,307
Rest of Europe 1,995 1,303
America 4,068 5,514
Asia 4,561 4,759
Other countries 114 329
101,211 100,179

OTHER OPERATING INCOME

The other operating income includes in particular income
from waste recycling, supplier credits and insurance
indemnifications. Moreover, this item includes income
from a different period arising from the liquidation of
other provisions in the amount of KEUR 81 (previous year:
KEUR 55).

PERSONNEL COSTS

The social contributions and expenses for pension pro-
visions and for support contain expenses for pension
provision in the amount of KEUR 1,530 (previous year:
KEUR 436).
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OTHER OPERATING EXPENSES

This item includes operating, administrative and market-
ing costs and maintenance expenses. Expenditure from a
different period arising from divestments and plants under
construction in the amount of kEUR 303 are included
below.

FINANCIAL RESULT

2013
€ thousands

2012
€ thousands

Income from holdings 10 15

Other interest and
similar income 21 44

Depreciations/write-ups

on fixed assets -135 -2,805

Interest and similar

expenses -782 -809
-886 -3,555

SUPPLEMENTARY INFORMATION
EMPLOYEES

Average number of employees employed during the busi-

ness year:

Wage-earning employees 385
Employees 223
608
Trainees 27
635



MANAGEMENT BOARD
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The following persons were appointed as members of the Management Board during this business year:

Dr Marc Schweizer

Chairman of the Management
Board

Chief Executive Officer

Bernd Schweizer

Member of the Management
Board

Chief Operating Officer

Responsible for Operations,
Technology and Supply Chain

Marc Bunz

Member of the Management
Board

Chief Financial Officer

Responsible for Finance & Con-
trolling, Information Systems,
Purchasing and Investor Rela-
tions

Nicolas Fabian Schweizer
Member of the Management
Board

Chief Commercial Officer

Responsible for Sales & Mar-
keting, Technology, Human
Resources, Legal and Media &
Communications

Activities and mandates within the Group

Director of Schweizer Energy Pte. Ltd.,
Singapore (up to 12 December 2013)
Managing Director of Schweizer Pte.
Ltd., Singapore

Managing Director of Schweizer
Energy Production Singapore Pte. Ltd.,
Singapore

Director of Schweizer Energy System
Integration Pte. Ltd., Singapore
Managing Director of Schweizer
Electronic Singapore Pte. Ltd., Singapore
Director of Schweizer Energy Nantong
Co. Ltd., China

Vice President of Meiko Schweizer
Electronics Co. Ltd., Hong Kong

Director of Schweizer Pte. Ltd.,
Singapore

Director of Schweizer Energy Production
Singapore Pte. Ltd., Singapore

Director of Schweizer Energy System
Integration Pte. Ltd., Singapore
Managing Director of Schweizer
Electronic Singapore Pte. Ltd., Singapore

Director of Schweizer Energy Pte. Ltd.,
Singapore (up to 12 December 2013)
Director of Schweizer Asia Ltd.,

Hong Kong

Managing Director of Schweizer Pte.
Ltd., Singapore

Director of Schweizer Energy Production
Singapore Pte. Ltd., Singapore
Managing Director of Schweizer Energy
System Integration Pte. Ltd., Singapore
Director of Schweizer Energy Nantong
Co. Ltd., China

Director of Schweizer Energy Pte. Ltd.,
Singapore (up to 12 December 2013)
Director of Schweizer Pte. Ltd.,
Singapore

Director of Schweizer Energy Production
Singapore Pte. Ltd., Singapore

Director of Schweizer Energy System
Integration Pte. Ltd., Singapore
Supervisor of Schweizer Energy Nantong
Co. Ltd., China

Other activities and mandates

= Managing Director of Schweizer
Aviation GmbH, Schramberg

= Managing Director of Schweizer
Air Service GmbH & Co. KG,
Schramberg

= Managing Director of
Schweizer Verwaltungs- und
Beteiligungsgesellschaft mbH,
Schramberg

= Member of the General
Management Board of ZVEI

= Director of the Circuit Board section
in the PCB and Electronic Systems
association of the ZVEI

= Member of the advisory board of
HDI Gerling

= Member of the Stock Exchange
Council of the Baden-
Wirttembergische Wertpapierborse

= Member of the plenum of IHK
Schwarzwald-Baar-Heuberg

= Member of Deutsche Bank’s
Freiburg region
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SUPERVISORY BOARD

In this business year, the Supervisory Board consisted of the following persons:

Christoph Schweizer
Chairman
Member of the Finance Committee

Michael Kowalski
Deputy Chairman
Member of the Finance Committee

Martin Fischer
Member of the Finance Committee

Kristina Schweizer

Siegbert Maier”

Markus Kretschmann*

*) Employees' representative
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Activities and mandates

Managing Director:
= Schweizer Verwaltungs- und Beteiligungsgesellschaft mbH, Schramberg
= Schweizer Air Service GmbH & Co. KG, Schramberg

Managing Director:

= ESSMANN CmbH, Bad Salzuflen (up to 30 June 2013 and Senior Project
Manager from 1 July 2013 to 31 December 2013)

= ESSMANN Cebdudetechnik GmbH, Bad Salzuflen (up to 30 June 2013)

= Quadriga Capital Investco 3. GmbH, Bad Salzuflen (up to 30 June 2013)

= SEP ESSMANN s.r.0., Ostrava (CZ) (up to 17 September 2013)

= 000 Essmann, Moscow (RF) (up to 30 June 2013)

Managing Director:

= S-Immobilien- und Service-GmbH, Jena
= S-Grundsticksverwaltungs-GmbH, Jena
Mandates:

= Member of the Supervisory Board of Cybio AG, Jena
= Chairman of the Supervisory Board of Aifotec AG, Jena

Editor, Wolters Kluwer Deutschland GmbH, UnterschleiBheim

Member of the Works Council, Schweizer Electronic AG, Schramberg

Mechatronics Engineer, Schweizer Electronic AG, Schramberg



TOTAL REMUNERATIONS OF THE
MANAGEMENT BOARD

The total remunerations of members of the management
board include both fixed and variable elements.

The variable elements consist of a success-related compo-
nent and a component with a long-term incentive effect
and a proportion of risk.

In this business year, the remuneration of the Management
Board totalled EUR 1.467 million (fixed) and EUR 1.079 mil-
lion (variable). The variable remunerations involved 9,490
shares with a fair price at the time they were granted
amounting to KEUR 190. These shares will be issued in
2014.

TOTAL REMUNERATIONS OF THE
SUPERVISORY BOARD

The remunerations of the Supervisory Board in this busi-
ness year amounted to KEUR 74 (fixed) and KEUR 170 (var-
iable).

FORMER MANAGING DIRECTORS AND/OR
MEMBERS OF THE MANAGEMENT BOARD

In the 2013 business year, former managing directors and
members of the Management Board and/or their surviv-
ing dependants were granted total remunerations in the
amount of KEUR 520. The provisions formed for this group
of persons amount to EUR 5.971 million.

GROUP RELATIONS

An obligation to produce a consolidated financial state-
ment following international accounting standards in
accordance with Section 315a HGB does not exist, despite
the founding of additional subsidiaries according to Sec-
tion 290(5) in conjunction with Section 296(2) HGB.
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PROPOSAL FOR APPROPRIATION OF PROFIT

Given a profit carried forward in the amount of EUR
1,900,381, the annual net income of EUR 6,133,690 and
the deposit of EUR 3,000,000 in the other profit reserves,
the balance-sheet profit totals EUR 5,034,071.

It shall be proposed at the annual general meeting to
appropriate this balance-sheet profit as follows:

EUR

Distribution of EUR 0.60 per share for
3,723,055 nominal shares 2,233,833
Balance to be carried forward 2,800,238
5,034,071

AUDIT AND CONSULTING FEES

The auditor's fee charged for this business year amounts
to KEUR 54 for the financial statement audit and KEUR 10
for other auditing services.

DECLARATION IN ACCORDANCE WITH SECTION
161 AKTG WITH REGARD TO THE CORPORATE
GOVERNANCE CODE

SCHWEIZER ELECTRONIC AG has issued the declaration
for 2013 stipulated in Section 161 AktG and has made this
declaration available to the shareholders on the Internet
at www.schweizer.ag.

Schramberg, 14 February 2014

The Management Board

)

(M. Bunz)

/0/

(N. B/Schweizer)

(Dr. M7Schweizer)

7;/034/’

(B. Schweizer)
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AUDIT OPINION

We have audited the financial statement - comprising the
balance sheet, the income statement, the cash flow state-
ment, the statement of changes in equity and the appen-
dix - including the bookkeeping system, and the status
report of SCHWEIZER ELECTRONIC AG, Schramberg for the
business year from 1 January to 31 December 2013. The
maintenance of the books and records and the prepara-
tion of the financial statement and the status report in
accordance with German commercial law are the respon-
sibility of the company’s legal representatives. Our respon-
sibility is to express an opinion on the financial statement,
the bookkeeping system and the status report based on
our audit.

We conducted our audit of the financial statement in
accordance with Section 317 HGB and the generally
accepted German standards for the audit of financial
statements promulgated by the Institut der Wirtschaft-
sprifer (IDW). Those standards require that we plan and
perform the audit so that misstatements and violations
which materially affect the presentation of the net assets,
the financial position and earnings as presented in the
financial statement in compliance with the principles of
proper bookkeeping and in the status report are detected
with reasonable assurance. Knowledge of the business
activities and the economic and legal environment of the
company and evaluations of possible misstatements are
taken into account in the determination of audit proce-
dures. The effectiveness of the accounting-related inter-
nal control system and evidence supporting the disclo-
sures in the books and records, the financial statement
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and the status report are examined primarily on the basis
of random samples within the framework of the audit. The
auditincludes an assessment of the accounting principles
used and significant estimates made by the legal repre-
sentatives, as well as evaluating the overall presentation
of the financial statement and status report. We believe
that our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, and based on the information gained from
the examination, the financial statement complies with
the statutory provisions and gives a true and fair view of
the net assets, financial position and earnings of the com-
pany inaccordance with the principles of proper account-
ing. The status report is in agreement with the financial
statement and on the whole provides an accurate under-
standing of the company’s position and suitably presents
the opportunities and risks of future development.

Villingen-Schwenningen, 17 February 2014
Ernst & Young GmbH

Wirtschaftspriifungsgesellschaft

Busser
Auditor

Nietzer
Auditor
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DECLARATION BY THE LEGAL REPRESENTATIVES

To the best of our knowledge, and in accordance with the applicable reporting principles, the annual financial state-

ment gives a true and fair view of the net assets, financial position and earnings of Schweizer Electronic AG and the

status reportincludes a true and fair view of the development and performance of the business and the position of the

company, together with a description of the principal opportunities and risks associated with the expected develop-

ment of the company.

Schramberg, 14 February 2014

The Management Board

- M. Schweizer . Bunz

Z % -

B. Schweizer

¥ Schweizer

CORPORATE COVERNANCE REPORT AND STATEMENT

The principles of responsible and good corporate govern-
ance determine the activities of the management and con-
trol bodies of Schweizer Electronic AG. In this statement,
the Management Board reports on corporate governance
in accordance with Section 289a(1) HGB. At the same time,
the Management Board and Supervisory Board report on
the corporate governance of the company in accordance
with item 3.10 of the German Corporate Governance Code.

Schweizer Electronic AG is a listed company in accordance
with German law and is subject to the statutory provisions
for management and monitoring of listed companies. The
administration of the company is carried out by the Man-
agement Board and the Supervisory Board.

The Management Board leads the company in accordance
with the statutory provisions and the rules of the Board
and the Supervisory Board monitors, advises and sup-
ports the Management Board in its activities. The rules

of both Boards regulate aspects such as this cooperation.
Since the introduction of the German Corporate Govern-
ance Code in 2002, the company is required to comply with
nationally and internationally recognised standards for
responsible corporate governance.

The Declarations of Compliance made by the Management
¢H[a] Board and the Supervisory Board have been
Y made available to all interested parties on
the company web page www.schweizer.ag/en/
investor-relations/corporate-governance.html.

The Management Board and the Supervisory Board
addressed the recommendations and suggestions of the
German Corporate Governance Code once again in the
2013 business year. The changes to the code on 13 May
2013 have been inspected and will be taken into account
in the next Declaration of Compliance in May 2014 and/
or the Declaration has been updated during the period.
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Schweizer Electronic AG has always been committed to
the principles of responsible leadership and controlling,
and thus complies with the recommendations of the Cer-
man Corporate Governance Code governmental commis-
sion with a few minor exceptions.

The Declarations of Conformity issued by the Management
Board and the Supervisory Board in May and Nov. 2013 in
accordance with Section 161 of the German Stock Corpo-
ration Act (AktG) deviates from the recommendations of
the German Corporate Governance Code governmental
commission that were published in the Federal Gazette
on 10 June 2013 with regard to the following items. This
involves a statement of clarification that Schweizer Elec-
tronic AG has not created a consolidated financial state-
ment, which is why there are no statements on the provi-
sions that are not to be applied in this regard.

DECLARATION OF CONFORMITY IN
ACCORDANCE WITH SECTION 161 AKTG

(Status May 2013)

The Management Board and the Supervisory Board of
Schweizer Electronic AG hereby declare in accordance with
Section 161 of the German Stock Corporation Act (AktG):

The Management Board and the Supervisory Board of
Schweizer Electronic AG hereby declare that, since the
last Declaration of Conformity was issued in May 2012,
the company has been and is in conformity with the rec-
ommendations of the Government Commission's Ger-
man Corporate Governance Code in the version of 15 May
2012, published in the electronic Federal Gazette on 15
June 2012, subject to the following exceptions:

Code No. 4.2.3:
and does not comply with the recommendation set forth

The company has not complied with

in Section 4.2.3(4), clause 1, of the Code, which stipulates
that when concluding contracts with members of the Man-
agement Board, care should be taken to ensure that pay-
ments made to a member as a result of premature termi-
nation of management duties do not exceed the value of
two years' compensation (severance payment cap), and
compensate no more than the remaining term of the con-
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tract. The employment contracts signed with members
of the Schweizer Electronic AG Management Board do not
contain such aregulation. We do not consider it advisable
to incorporate such a clause, since even in this case the
board member could refuse to step down from the Board
and insist on payment of his remaining entitlement under
the Management Board employment contract. We also
believe that the Supervisory Board would have regard to
the company's interests in its negotiations with members
who retire from the Board early and would not award any
excessive severance payment.

Code No. 4.2.3(4), clause 4, recommends that payments
promised in the event of premature termination of man-
agement duties due to a change of control should not
exceed 150% of the severance payment cap amounting
to two years' compensation (i.e. total of three years' com-
pensation). The company has not complied with and does
not comply with this recommendation. In the event of pre-
mature loss of a position on the Management Board due to
a change of control, two members of the Schweizer Elec-
tronic AG Management Board are entitled to a severance
payment and a compensation payment as a result of their
employment contract that is not limited to three years'
compensation. Incorporating such a restriction would
limit Schweizer Electronic AG and its Supervisory Board
in the selection of suitable candidates for a position on the
board, since on occasion an undertaking may be sought for
payment in the event of premature termination of man-
agement duties due to a change of control greater than
that recommended in Code No. 4.2.3(4), clause 4. There-
fore, a degree of discretion is needed to enter into such
undertakings for the event of a change in control. For this
reason, the Supervisory Board reserves the right to enter
into undertakings for the event of a change in control in
the employment contracts of members of the Manage-
ment Board that do not comply with the recommended
limit in Code No. 4.2.3(4), clause 4.

Code No. 5.1.2:
mends that an age limit is set for members of the Man-

Code No. 5.1.2(2), clause 3, recom-

agement Board. The company has not complied with and
does not comply with this recommendation. We do not
consider it advisable to make a standard specification of
anage limit for members of the Management Board. Com-
petence, technical expertise and experience are far more



relevant criteria, which should be evaluated regardless of
age.

Code No. 5.2: Code No. 5.2(2), clause 1, states that
the Chairman of the Supervisory Board should also act
as chairman of the committees that handle Management
Board contracts and prepare for Supervisory Board meet-
ings. The company has not complied with and does not
comply with this recommendation, because the Supervi-
sory Board does not have these committees.

Code No.5.3.1,5.3.2and 5.3.3:
does not have an audit committee as recommended in

The Supervisory Board

Code No. 5.3.2 nor does the Supervisory Board have a nom-
ination committee as recommended in Code No. 5.3.3. For
a company of our size with only six members sitting on the
Supervisory Board, we do not believe it is either advisable
or necessary to set up the above committees. The tasks
designated for the audit committee and nomination com-
mittee as well as the other tasks of the Supervisory Board
can easily be dealt with in plenary sessions, provided they
are not delegated to the existing finance committee.

The finance committee is the only committee of the Super-
visory Board. We do not believe it is either advisable or
necessary for a company of our size with only six mem-
bers sitting on the Supervisory Board to set up further
Supervisory Board committees. The composition of the
finance committee adequately satisfies the recommen-
dation in Code No. 5.3.1(1) (formation of professionally
qualified committees depending on the specific nature of
the enterprise and the number of its members). However,
as an extreme precautionary measure, we wish to make
it clear that no claim to comply with the Code recommen-
dation is made.

Code No.5.4.1: Code No. 5.4.1(2), clause 1, recom-
mends that, when stating the specific objectives to be
achieved when constituting the board, the Supervisory
Board should consider an age limit for members of the
Supervisory Board. The company has not complied with
and does not comply with this recommendation. We do not
consider it advisable to make a standard specification of
an age limit for members of the Supervisory Board. Com-
petence, technical expertise and experience are far more
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relevant criteria, which should be evaluated regardless of
age. The Supervisory Board therefore did not set or con-
sider such an age limit when it stated the specific objec-
tives to be achieved when constituting the board.

Code No. 5.4.1(2), clause 1, in the version of 15 May 2012
recommends that, when stating the specific objectives
to be achieved when constituting the board, the Super-
visory Board should consider the number of independent
members of the Supervisory Board in terms of Code No.
5.4.2. The company has complied with and does comply
with this recommendation as of the Supervisory Board
meeting of 27 March 2013 in that such an objective has
been defined. The opinion of the Supervisory Board on this
objective could not be formed until the new version of the
Code of 15 May 2012 had been examined in this meeting
of the Supervisory Board.

Code No. 5.4.1(4 to 6) recommends that when proposing
candidates to the annual general meeting the Supervisory
Board should disclose the personal and professional rela-
tionships of each candidate to the company, the organs
of the company and to any shareholder holding a mate-
rial interest in the company. The company has not com-
plied with and does not comply with this recommendation,
because we believe the requirements of the Code on the
dutytoreportare not clearly defined or delineated. There-
fore, we do not believe such notification to be advisable.

Code No. 5.4.6:
mends that chairmanship of Supervisory Board commit-

Code No. 5.4.6(1), clause 3 recom-

tees should be considered in the compensation of the
members of the Supervisory Board. The company has not
complied with and does not comply with this recommen-
dation, because the additional remuneration provided for
in Section 13(4) of the Articles of Association adequately
rewards members of the Supervisory Board for sitting on
committees, as well as the duties undertaken by the com-
mittee chairperson.

Section 13(2) of the Articles of Association of Schweizer
Electronic AG provides, alongside the fixed pay compo-
nent, for the following performance-related remuneration
for Supervisory Board members: "In addition each mem-
ber receives a variable remuneration of EUR 400 for each

77



CORPORATE GOVERNANCE

EUR 0.01 by which the dividend declared at the annual
general meeting exceeds a dividend of EUR 0.10 per share
with full dividend entitlement distributed to the share-
holders." Under Section 13(3) of the Articles of Association
the Chairman of the Supervisory Board is paid double and
his deputy one and a half times this performance-related
remuneration. The performance-related remuneration
defined in the Articles of Association complied with the
recommendation of the Government Commission in Code
No. 5.4.6(2), clause 1, in the version of 26 May 2010 ("In
addition to a fixed component, members of the Supervi-
sory Board should also receive performance-related remu-
neration".). The performance-related remuneration of
Supervisory Board members provided for in Section 13(2)
of the Articles of Association no longer complies with the
changed recommendation in Code No. 5.4.6(2), clause 2,
inthe version of 15 May 2012 ("If a commitment to perfor-
mance-related remuneration is made to Supervisory Board
members, it should be oriented towards sustainable busi-
ness development."), because it is linked to the dividend
for shares in the preceding business year. No change to the
performance-related remuneration for Supervisory Board
members inline with the current version of the Code is pro-
posed. We believe that linking performance-related remu-
neration to the dividend adequately reflects the respon-
sibility of the Supervisory Board for sustainable business
development.

Anindividualised disclosure as recommended in Code No.
5.4.6(3), clause 1, of the remuneration of the members of
the Supervisory Board regulated in our Articles of Asso-
ciation is not made in the appendix or the status report,
because no additional information that is relevant to the
capital market is involved.

Schramberg, May 2013

Schweizer Electronic AG

Management Board Supervisory Board

Dr. Marc Schweizer Christoph Schweizer
Chairman of the Chairman of the

Management Board Supervisory Board
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UPDATE TO THE DECLARATION OF
CONFORMITY IN ACCORDANCE WITH SECTION
161 AKTG

The Management Board and Supervisory Board of
Schweizer Electronic AG issued a declaration in May 2013
as stipulated in Section 161 AktG on acceptance of the
German Corporate Governance Code (the "Code"). The
Management Board and Supervisory Board hereby update
this declaration and will publish this updated declaration
on the Schweizer Electronic AG website.

Up to October 2013 the company complied with the rec-
ommendations of the Code in the version of 15 May 2012
and the recommendations of the Code in the version of 13
May 2013 published in the Federal Gazette on 10 June 2013
(2013 version), subject to the exceptions referred to in the
Declaration of Conformity of May 2013. In October 2013
the company no longer complied with two further clauses:
No. 4.2.2(2), clause 3, of the Code (2013 version) and No.
4.2.3(2), clause 8, of the Code. For this reason, the Decla-
ration of Conformity needed to be updated.

Letit be noted that the Management Board and the Super-
visory Board of Schweizer Electronic AG declare in accord-
ance with Section 161 AktG:

Code No. 4.2.2: Code No. 4.2.2(2), clause 3, (2013 ver-
sion) recommends that, when determining the total remu-
neration of the individual members of the Management
Board, the Supervisory Board should consider the relation-
ship of the Management Board remuneration to the remu-
neration of senior management staff and the workforce
overall and its development over time.

The Supervisory Board did not fully comply with this rec-
ommendation when concluding new employment con-
tracts with the Management Board in October 2013. When
concluding the employment contracts the Supervisory
Board did take steps, in accordance with the provisions
of the German Stock Corporation Act (AktG), to ensure that
the total remuneration awarded to Management Board
members does not exceed the customary remuneration
without special reason. To the extent that the Code in the
new version of 13 May 2013 does specify in accordance



with the German Stock Corporation Act (AktG) that the
vertical appropriateness of the Management Board remu-
neration should be considered and to the extent that it
further defines the relevant groups and the time scale for
the comparison, we wish to make it clear that no claim to
comply with the Code in this respect is made.

The new recommendation in the Code resulted in a contro-
versial debate in legal literature on the clarity of the indi-
vidual requirements. As a result, the Supervisory Board did
not have sufficiently specific information on how the sen-
ior management staff should be distinguished from jun-
ior management and which sections of the workforce are
relevant and which irrelevant in this respect. It was also
unclear what time frame and perspective should be con-
sidered in terms of "development over time". The Super-
visory Board is therefore of the view that the measures
already implemented for determining the remuneration of
the Management Board are sufficient to ensure appropri-
ate remuneration for members of the Management Board.

Code No. 4.2.3: Code No. 4.2.3(2), clause 8, also rec-
ommends, with respect to the variable remuneration com-
ponents, that any retroactive change to performance tar-
gets or comparison parameters should be excluded.

The company has not complied with this recommendation
since 01/11/2013 and will not comply with this recommen-
dation in the future. The current and future remuneration
rules in the Management Board employment contracts
provide, in the event of extraordinary developments within
the company (e.g. change in legal form, share buyback,
capital measures, acquisition and/or sale of the company
and plant, disclosure of hidden reserves) that have a signif-
icant impact on the achievability of the targets subject to
variable remuneration, for the Supervisory Board to unilat-
erally revise the contract terms and conditions and other
variable remunerations parameters.

The Management Board and Supervisory Board believes
it is advisable and necessary to take reasonable steps to
counter the impact of such extraordinary developments.
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In all other respects, the Declaration of Conformity of May
2013 remains in force.

Schramberg, November 2013
Schweizer Electronic AG

Management Board Supervisory Board

Dr. Marc Schweizer Christoph Schweizer
Chairman of the Chairman of the

Management Board Supervisory Board

THE STRUCTURE OF THE COMPANY
MANAGEMENT AND MONITORING OF
SCHWEIZER ELECTRONIC AG IS AS
FOLLOWS:

Shareholders and annual general meeting

Our shareholders exercise their rights at the annual gen-
eral meeting of the company, which takes place in the first
eight months of the business year. The Chairman of the
Supervisory Board presides over the annual general meet-
ing. The annual general meeting decides on all the tasks
assigned to it by the law.

Itis our goal to make it as easy as possible for shareholders
to participate in the annual general meeting, which is why
all documents necessary for participation are published
online in advance. A proxy is named for the shareholders
for the annual general meeting; this proxy can exercise
their voting rights according to their instructions.

Supervisory Board

The Supervisory Board of Schweizer Electronic AG is made
up of six members, of which two are chosen by the com-
pany employees in accordance with the provisions of the
law with respect to the German One-Third Employee Rep-
resentation Act (Drittelbeteiligungsgesetz). The remain-
ing four members of the Supervisory Board were selected
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prior to the annual general meeting in 2014. An additional
member was chosen with respect to the medium-term
succession planning. The Chairman of the Supervisory
Board is chosen from among the members of the Super-
visory Board.

In evaluating the company-specific situation, the size of
the company and the proportion of international business
activities with regard to its constitution, the Supervisory
Board set the following objectives:

1. A minimum of one seat on the Supervisory Board
for persons that particularly embody the crite-
rion of internationality (for example, through for-
eign nationality, relevant experience abroad or
relevant experience in international business);

2. no more than two seats on the Supervisory Board
for persons that have an advisory or organisational
role with regard to customers, suppliers, credi-
tors or other business partners of Schweizer Elec-
tronic AG; this is intended to limit potential con-
flicts of interest within the Supervisory Board;

3. a minimum of three seats on the Supervisory Board
for independent members of the Supervisory Board
in terms of Code No. 5.4.2, i.e. a minimum of one seat
on the Supervisory Board for independent share-
holder representatives and a minimum of two seats
on the Supervisory Board for independent employee
representatives (the Supervisory Board assumes
that employee representatives will in principle be
independent members of the Supervisory Board);

4. aminimum of one seat on the Supervisory Board to be
occupied by a woman.

The current composition of the Supervisory Board com-
plies with these objectives.

The Supervisory Board appoints the members of the Man-
agement Board. It monitors and advises the Management
Board in the leadership of the company. The key decisions
made by the Management Board require the approval of
the Supervisory Board. The Supervisory Board meets at
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least four times a year and meets without the Manage-
ment Board if required. There is also a finance committee
consisting of three members of the Supervisory Board. The
Supervisory Board determines the financial statement and
commissions the auditor.

The status report shall report on the essential features of
the Supervisory Board remuneration system.

D&O insurance with an excess has been concluded for the
Supervisory Board.

Management Board

The Management Board leads the company under its own
responsibility and consists of four members. The Man-
agement Board informs the Supervisory Board regularly,
promptly and comprehensively with regard to all relevant
issues regarding business development, planning, finance
and the business situation. The status report describes the
essential features of the Management Board remunera-
tion system. D&O insurance with an excess has been con-
cluded for the Management Board.

Accounting and financial statement audit

The financial statement is made in accordance with HGB
guidelines. It is produced by the Management Board,
checked by the auditor and determined by the Supervi-
sory Board. The financial statement is published within
four months of the end of the business year.

It has been agreed with the auditor, Ernst & Young GmbH
- a Stuttgart-based audit firm with a branch office in Vil-
lingen-Schwenningen - that the Chairman of the Super-
visory Board shall immediately be informed of key issues
that surface during the audit. The auditor reports on all
issues and occurrences that are of essential importance
to the tasks of the Supervisory Board that are revealed by
the financial statement audit - reporting immediately to
the Chairman of the Supervisory Board. In addition, the
Chairman shall be informed if the auditor identifies facts
that resultin inaccuracy with respect to the Declaration of
Conformity submitted by the Management Board and the
Supervisory Board in accordance with Section 161 AktG.



The auditor participates personally in the Supervisory
Board meeting at which the financial statement is decided.

Transparency

A uniform, comprehensive and prompt information pol-
icyis of particularimportance to Schweizer Electronic AC.
The business situation and the results are reported in the
annual report, at the Analyst Conference, in the interim
reports and in the half-yearly financial report.

Information is also communicated via press releases or
ad hoc messages where this is a statutory requirement.
All messages and disclosures can be found online under
"Investor Relations".

Schweizer Electronic AG has created the stipulated list of
insiders and the persons in question have been informed
of the statutory obligations and sanctions.

Share Holdings as of 31/12/2013

Management Board: 929,574 shares. One member of the
Management Board is also a member of a community of
heirs that holds 576,520 shares.

Supervisory Board: 868,600 shares. One member of the
Supervisory Board is also a member of a community of
heirs that holds 576,520 shares.
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Acquisition and Sale of Company Shares
In accordance with Section 15a of the German Securities
Trading Act (WpHG), the members of the Management
Board, employees with managerial functions and mem-
bers of the Supervisory Board or persons closely associ-
ated with them are legally obliged to disclose the acquisi-
tion and sale of shares in Schweizer Electronic AG where
the value of the business conducted by the member and
persons associated with him amounts to EUR 5,000 or
more within one calendar year. The dealings reported
to Schweizer Electronic AG during the last business year
-2afr[E] were duly disclosed and can be viewed on the

Froeqee company's web page at www.schweizer.ag/
=4 en/investor-relations/corporate-governance/
directors-dealings.html.

Schramberg, 17 March 2014

Management Board Supervisory Board
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AktG
Abbreviation for the "Aktiengesetz", which is the German
Stock Corporation Act

Book-to-bill ratio

Ratio of orders taken to turnover within a specified period.
A book-to-bill ratio of more than 1.0 indicates that incom-
ing orders in the business year were higher than turnover.

Cash flow

Any excess of receipts over payments for a company,
which is variably determined depending on the size of the
payments under consideration.

Cash flow statement
Analysis of the development of liquid funds/flow of pay-
ments under consideration of the source and use of funds.

Corporate Governance

Refers to the responsible management and control of a
company, aligned towards long-term value creation. The
German Corporate Governance Code governmental com-
mission compiles the relevant standards and integrates
them in the Corporate Governance Code.

D&O insurance

Abbreviation for director & officers insurance. D&O insur-
ance is professional liability insurance for bodies, such
as management and supervisory boards, and executive
employees.

Deferred taxes

Payable or recoverable income taxes that result from the
difference between the values stated in the tax and com-
mercial balance sheets.

Derivative financial instruments

Derivative financial instruments are used to insure against
and minimise interest rate and/or currency risks due to
fluctuations in the exchange rate or market interest rate.

EBIT
Abbreviation for earnings before interest and taxes and/or
EBITDA ./. Depreciation of tangible and intangible assets
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EBITDA

Abbreviation for earnings before interest, taxes, deprecia-
tion and amortisation or overall performance + other oper-
ating performance ./. Material costs ./. Personnel costs ./.
Other operating expenses.

EPS

Abbreviation for earnings per share, calculated by divid-
ing the annual net income of the company by the num-
ber of shares.

Equity ratio
Calculated as the ratio of the total equity to the total
assets.

EVA®

Abbreviation for Economic Value Added®. Indicator used
inthe context of a comprehensive performance measure-
ment and value creation concept.

Free float
Proportion of the share capital not in the permanent pos-
session of specific shareholders, but that are in free float.

General Standard

One of three Regulated Market transparency levels from
which a company can choose for its listing on the stock
exchange. Issuers in the General Standard fulfil the high
transparency standard of the Regulated Market, without
having a specific international orientation. The General
Standard is primarily suitable for medium and large com-
panies focused primarily on domestic investors.

HGB
Abbreviation for “Handelsgesetzbuch”, which is the Ger-
man Commercial Code.

ISIN
Abbreviation for International Security Identification Num-
ber. Used to clearly identify securities internationally.

Joint venture
Cooperation between two or more partner companies, in
which the partners remain legally autonomous.



LTIP

Abbreviation for Long Term Incentive Program. Remunera-
tion components with long-term incentive component and
a proportion of risk in the form of a "share matching" plan.

Net indebtedness
Interest-bearing liabilities after allowing for liquid assets
and short-term financial assets.

Prepayments and accrued income

Payments that have already been made or received in
advance in the reporting period, but relate to a period after
the reporting date

Provisions

Payments or depreciation in value for later periods recog-
nised as expenditure in the accounting period, the level
and/or time of which is not fixed on the reporting date,
but which is reasonably certain to occur.

Total-cost method

Structuring of the income statement based on the sales
revenue that follows a basic expenditure-oriented con-
cept, where the prescribed sequence is based on the
expected weighting of the individual production factors
for the production plant in the operational goods and ser-
vices process.

WKN

Abbreviation for “Wertpapier-Kenn-Nummer”, the German
securities code, which is used to clearly identify securi-
ties in Germany. In international transactions the German
securities code number is replaced by the ISIN.

Working capital

The sum of the inventories and trade receivables from
operating activities less vendor liabilities.

83



TECHNOLOGY GLOSSARY

ACT technique
Assembly and connectivity technique

Design-in cycles
Development cycles

Embedding technology
Technologies for the integration of active and passive
components on PCBs

High-efficiency solar cells/modules
Solar cells with a high level of efficiency, usually over 20 %

High frequency application
In this case, inthe 24GHz and 77GHz range. These are radar
applications in vehicles

Inlay solution

Inlay is a solid copper layer that is embedded in the PCB
using a special technique. The inlay is form-fitted in aresin
composite.

Off-grid

An off-grid system is what is known as an "island system™:
A photovoltaic system that is not connected to the national
grid and only functions with an energy store

PCB

Printed Circuit Board - a carrier for electronic components.
PCBs are used tolink active, passive and electromechanical
components as well as connectors. Depending on the
technological requirements, PCBs are available in a variety
of formats. Offers a range of technological possibilities,
which can be combined with one another in a modular

manner.

Power electronics
The conduction of high currents and/or heat dissipation
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Prepreg
Fibre glass mats that are pre-impregnated with a resin
and are used to bond the individual layers in a multi-layer
product.

Prismark
Market research institute

Single-board solution
Combining two different PCBs and technologies into a
single PCB.

Smart battery switch

A semiconductor switch that cuts out the on-board
voltage in a vehicle in a reversible manner. In the event of
a fault (e.g. accident), the switch disconnects the vehicle
on-board voltage from the battery to prevent potential
short circuits and so avoid the risk of fire. It can also
be used to disconnect the battery voltage if a vehicle is
transported (e.g. sea crossing).

Thermo-prepregs
Special prepregs with 10 times better thermal conduction
than standard prepregs

ZVEI

Zentralverband Elektrotechnik- und Elektronikindustrie
e.V. [German Electrical and Electronic Manufacturers'
Association]
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Date Publication/event

31/03/2014 Annual financial report 2013

30/04/2014 Interim report for 1st quarter 2014
30/04/2014 Analyst conference

04/07/2014 Annual general meeting

14/08/2014 Half-yearly financial report as of 30/06/2014
07/11/2014 Interim report for 3rd quarter 2014
03/07/2015 Annual general meeting
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SAFE HARBOUR STATEMENT

This communication contains forward-looking statements and information - that is statements about events that lie in the future, not the past. These
forward-looking statements can be identified by formulations such as "expect”, "wish to", "anticipate", "propose", "plan”, "believe", "seek to", "esti-
mate", "become" or similar terms. While such forward-looking statements represent our current expectations and particular assumptions, they are
subject to various risks and uncertainties. A number of factors, many of which are outside the control of Schweizer, have an impact on Schweizer's
business activities, strategy and results. These factors could cause the actual results and performance of the Schweizer group to differ materially
from the information on results and performance made explicit or implied in these forward-looking statements. On our part these uncertainties arise
in particular due to the following factors: Changes to the overall economic and business position (including margin developments in the major busi-
ness units), challenges posed by the integration of important acquisitions and the implementation of joint ventures and other major portfolio meas-
ures, changes to exchange and interest rates, the introduction of competing products or technologies by other companies, failure to find acceptance
of new products and services among Schweizer's target client groups, changes to the business strategy and various other factors. Should one or more
of these risks or uncertainties be realised or it becomes apparent that the underlying assumptions were incorrect, this could cause the actual results
to differ materially both in a positive and negative sense from the results referred to in forward-looking statements as expected, anticipated, pro-
posed, planned, projected or estimated. Schweizer does not obligate itself and does not intend to revise or correct these forward-looking statements
in light of developments which differ from those anticipated.
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