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KEY FIGURES

ScHWEIZER Group (IFRS)
Revenues (EUR million)
Order book (EUR million)
Incoming orders (EUR million)

EBITDA (EUR million)
EBITDA ratio (%)

EBIT (EUR million)

EBIT ratio (%)

Annual result (EUR million)
EPS (EUR)

Total assets (EUR million)

Investments (EUR million)

Equity (EUR million)

Equity ratio (%)

Net gearing ratio (%)

Working capital (EUR million)

Cash flow from operating activities (EUR million)

Employees? (at year end)

Schweizer Electronic AG (HGB)
Revenues (EUR million)
Annual result (EUR million)
Dividend (EUR)

Equity ratio (%)

Net gearing ratio (%)

YIncluding temporary staff.
2 Proposal to the annual general meeting.

All figures are rounded, which can lead to minor deviations when these are added up.

2016

116.1
158.4
125.4

9.5
8.2
1.8
16
0.6
0.16

117.7
9.0
64.8
55.1
-1.5
23.0
6.5
787

117.0
4.7
0.65?
59.2
7.3

2015

1156
149.1
145.5

114
9.8
3.7
3.2
1.5

0.39

119.4
4.2
67.4
56.5
-5.1
22.4
49
774

1155
5.5
0.65
58.7
1.8

Change
absolute

0.5
9.3
-20.1

-19

-1.9

-0.9
-0.23

-1.7
4.8
-2.6

0.6
1.6
13.0

15
-0.7

in %

0.5
6.2
-13.8

-16.7

-51.4

-58.4
-58.4

-1.4
1143
-3.9

2.7
32.7
1.7

13
-13.4
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LETTER FROM THE MANAGEMENT BOARD

Dear Shareholders and Business Partners, dear Employees,

in the past business year, the commercial environment for PCB manufacturers was once again charac-
terised by slowing growth and increasing market consolidation. Although the global PCB market declined
again, SCHWEIZER was able to improve its sales by 0.5 percent and reach an EBITDA ratio of 8.2 percent. It
is particularly noteworthy that the share of sales represented by our innovative high-tech products rose
again and now accounts for 55 percent of total sales. Moreover, the Aviation division made its first con-
tributions to earnings. With that, we have achieved our strategic targets to expand our portfolio with
respect to high-tech products and at the same time broaden our customer base.

In the past business year, too, we have invested comprehensively in new technologies and in expanding
our capacities at the Schramberg location. As a result, we were able to put a new product line from the
high-tech sector into series production and already achieved two-digit improvements in production out-
put during start-up.

In the current business year, additional growth in sales is expected through our partner WUS in Kunshan.
Following the successful customer audits and release sample phases over the last two years, the first
batches of high-frequency PCBs for an important European customer in the automotive sector will be
manufactured by our partner WUS in Kunshan. As a result, ScHwEIzER remains competitive compared to
our Asian counterparts, while also creating new capacities at the high-tech Schramberg location.

How does our core business look? The greatest potential for us continues to lie in the automotive sec-
tor. According to forecasts of the N.T. Information Ltd. institute (NTI), the PCB market for the automotive
industry will grow steadily by 5 - 6%, and the entire automotive electronics sector, thanks to advanced
driver assistance systems (ADAS) and electric and hybrid vehicles, will grow further by 11 - 12% annually
in the coming years. In terms of automated driving, the large brand manufacturers are aiming to bring
numerous models to the test tracks in the current business year.

With a share of 76% of total sales, the automotive industry is an engine of innovation and sales for SCHWEIZER
too. Progressing miniaturisation, high frequencies, power electronics with increasing current densities and
rising thermal requirements are allamong the current problems that we can resolve with our tailor-made
solutions. In the interim, many tier-one customers have relied on our high-quality PCB solutions for the
radar and camera systems required for ADAS and automated driving. To reduce CO, emissions, we offer
a broad portfolio of power electronic printed circuit boards, which are already being used by our custom-
ers in the implementation of their electromobility projects and are also contributing to the optimisation
of fuel efficiency in conventional combustion engines. In this context, we must also mention the very suc-
cessful IMS boards for LED headlights, which have been increasingly used by the premium manufactur-
ers over the past two years and which contribute to reductions in emissions.

We are proud of what we, together with our employees and partners, have achieved in the past business
year, and we thank our employees who through their great commitment and ingenuity are the basis for
our success. Without their tireless efforts, we would not be as successful as we are today nor would we
be able to look to the future with so much confidence. It is important that our employees should share in
our financial success. Last year, we once again awarded a bonus for the 2015 business year, and SCHWEIZER
will distribute a profit share at the same level for 2016.
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We would also like to thank the management and staff of our partners WUS, Infineon, Meiko Electronics
and Elekonta for their confidence in SCHWEIZER.

As a medium-sized family company with a 168-year history, our strength lies in always responding flexi-
bly and quickly to market requirements. Thanks to our talent for innovation, our modern, high-tech plant
and proximity to our customers, we are developing solutions with them that will help them to deal with
the challenges of their market. This will also point the way for our actions into the future.

We expect a positive development for our company with technologically sophisticated products focused
on reducing system costs and on power electronics for applications in the automotive industry. In addi-
tion, we expect further growth through sales increases with customers from the aviation segment, thanks
to the competition being squeezed out of the market.

For 2017, ScHwelIzeR is therefore expecting sales growth, which at 2 to 4% is slightly above the previous
year's figure. We expect a stable result and are aiming for an EBITDA ratio of 8 to 9 percent of sales. We
are therefore assuming that the ratio between sales arising from production in Schramberg and those
arising from production by our Asian partners, will not shift significantly.

We have reason to look confidently to the future and would be delighted if you would join us on our journey.

Sincerely yours,

Nicolas-Fabian Schweizer Marc Bunz
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REPORT OF THE SUPERVISORY BOARD

Dear Shareholders,

the excellent positioning of Schweizer Electronic AG in the area of high-tech printed circuit boards for the
automotive industry once again provided moderate sales growth in the 2016 business year. In addition to
the automotive industry segment, ScHwEIzeRr also achieved sales in the aviation industry segment in the
past business year; like the automotive industry, aviation poses very high requirements in terms of qual-
ity and reliability. Due to the long qualification periods, the barriers to entry in this segment are indeed
high, but the sales are correspondingly sustained. ScHweizer's differentiation strategy is thus yielding
initial successes. ScHweizer will continue to rely on its technological strengths in the area of automotive
electronics and to place the topics of electromobility, functional safety through driver assistance sys-
tems and sustainability through system-optimised weight reduction at the heart of the strategic further
development of the company.

Due to the increasingly complex applications and the associated, growing technological requirements
placed on the products of ScHwEIZER, there were however process-determined bottlenecks in production
in the past business year that could not be resolved in the short term. The thus restricted capacity of the
plant in Schramberg, which specialises in high-tech PCBs, hampered a stronger growth in sales given
the still strongly growing demand in the automotive industry for this product. For ScHwEeIzER, progress-
ing miniaturisation and the associated challenges in mechanical and process technologies means that
it is time to embark on the next phase of the strategic and operative development of the company. The
Management Board and the Supervisory Board have paved the way for this and are tackling this devel-
opment systematically.

REPORTS AND MEETINGS

The Supervisory Board performed its duties as required by law, the Articles of Association, the German
Corporate Governance Code and the rules of procedure in the 2016 business year. The Supervisory Board
advised the Management Board on the leadership of the company extensively and on a regular basis, and
supervised the management of the company.

The Management Board informed the Supervisory Board both verbally and in writing of the company's
current position and of all issues relevant to the company and the Group in a regular and comprehen-
sive manner. The Supervisory Board members were sent detailed monthly reports on the business per-
formance between each meeting. In addition, a significant number of individual informational briefings
and working meetings took place between the Chairman, his deputy, the personnel and finance commit-
tee and the Management Board members.

The Supervisory Board, particularly the Chairman of the Supervisory Board and his deputy, provided inten-
sive support and advice to the Management Board on all strategic issues and discussed various matters
in detail, both at meetings and in the context of a series of informal discussions.

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. Where necessary, urgent decisions of the Supervisory Board were taken by a cir-
cular resolution.
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In the 2016 business year, five regular and two extraordinary meetings of the Supervisory Board as well
as two regular meetings of the personnel and finance committee took place. All members took part in
the meetings of the personnel and finance committee. One member of the Supervisory Board was unable
to attend six meetings of the total of eleven meetings of the Supervisory Board, due to ill health. Other-
wise, the members of the body all took a full part in the Supervisory Board meetings. In some instances,
the option to participate via video link was utilised.

IMPORTANT ISSUES DISCUSSED AT MEETINGS

In the regular meetings, the Supervisory Board discussed the Management Board's reports on the gen-
eral business performance, the performance of the divisions, the performance of sales and earnings, the
financial and risk situation and the performance of the partner network.

The strategic development of the company and the resulting opportunities and risks for the company
were also recurring subjects of the meetings. The Management Board always involved the Supervisory
Board in all key decisions affecting the company.

In the past business year, the following topics were the focus of committee work for the Supervisory Board
and for the personnel and finance committee: 1. The strategic and operative development of the com-
pany; 2. The conversion of the consolidated financial statements to the International Financial Reporting
Standards (IFRS) and 3. Specific questions relating to organisational design.

The extraordinary meeting of 8 February 2016, the ordinary meeting of 21 March 2016 and the extraor-
dinary meeting of 25 April 2016 focussed on the explanations of and discussions relating to the first-
time preparation of the consolidated financial statements in accordance with the International Financial
Reporting Standards (IFRS) and the additional commercial law provisions to be complied with in accord-
ance with Section 315a(1) German Commercial Code (Handelsgesetzbuch; HGB). Specifically, on 8 Febru-
ary 2016, the Management Board presented to the Supervisory Board plenum the financial statements
of the Asian subsidiaries, discussed them with them and made the required resolutions to assume the
losses accumulated there.

On 21 March 2016, the Management Board reported on the targets achieved in the 2015 business year
and on the current business performance. In addition, the separate financial statement, status report
and appropriation of balance-sheet profit of Schweizer Electronic AG were discussed with the Manage-
ment Board and the auditor's representatives. The Management Board's proposal concerning the appro-
priation of profit was unanimously adopted, the financial statement and status report of the Manage-
ment Board were approved and verified, and the corporate governance report was approved. Regarding
other topics, the agenda for the annual general meeting, which included, inter alia, proposals for capital
measures, the amendment to the Articles of Association regarding the Supervisory Board remuneration,
and the upcoming Supervisory Board election, was dealt with. In the interests of greater transparency,
the Supervisory Board and Management Board agreed that in future both the Supervisory Board and the
Management Board remuneration would be published individually.
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In the extraordinary meeting of 12 April 2016 the members of the Supervisory Board dealt predomi-
nantly with a concept elaborated by the Management Board to extend the Asian strategy and to expand
the company's own market position primarily in the automotive segment, but also in other PCB applica-
tion segments.

In the extraordinary Supervisory Board meeting of 22 April 2016, the Supervisory Board dealt with organ-
isational issues and, as part of this, appointed Mr Nicolas Schweizer as Deputy Chairman of the Manage-
ment Board.

The object of the extraordinary Supervisory Board meeting held on 25 April 2016 was the approval of the
consolidated financial statements which had been prepared for the first time. Representatives from the
auditing firm Ernst & Young GmbH took part in the meeting and were available to provide explanations
and answer questions.

In the meeting of 17 June 2016, the Board of Management informed the committee about the market
abuse regulation that came into effect on 3 July 2016 and about the compliance management system, in
addition to the regular report on the current business and financial situation and the performance of the
partner network. Another item on the agenda was the Management Board targets for 2016. These were
discussed and approved.

Following the annual general meeting on 1 July 2016, the re-elected Supervisory Board member Mr Chris-
toph Schweizer was confirmed in his position as deputy chairman of the Supervisory Board and deputy
chairman of the personnel and finance committee.

Inthe meeting of 26 September 2016, the focus was on both the Management Board report on the current
business and financial situation and on organisational issues that were discussed further in the extraor-
dinary meeting of 3 November 2016.

The focus of the meeting of 28 November 2016 was the presentation of the Management Board on the
strategic further development of the company and the discussion of the actual targets and measures,
which was continued in the extraordinary meeting of the Supervisory Board of 14 December 2016. In addi-
tion, the Supervisory Board approved the budget for 2017 and took note of the plan for 2018 and 2019
during this meeting. The result of the efficiency review performed on the activities of the Supervisory
Board was presented and discussed in detail.

CHANGES TO THE SUPERVISORY BOARD AND MANAGEMENT BOARD

By resolution of the annual general meeting of 1 July 2016, Mr Christoph Schweizer was re-elected to the
Supervisory Board and Ms Karin Sonnenmoster was elected as his substitute member until the annual
general meeting in 2017. Dr Stephan Zizala was elected for the remaining term of office of the vacant
seat on the Supervisory Board up to the annual general meeting in 2019. In this way all positions on the
Supervisory Board were filled again when the annual general meeting adjourned.

Since the withdrawal of Dr Maren Schweizer from the Management Board on 1 February 2017, the Man-
agement Board has comprised only two members.
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SUPERVISORY BOARD COMMITTEES

The Supervisory Board has set up a personnel and finance committee with the goal of improving effi-
ciency. For a company of our size and orientation, we do not believe that it is either advisable or neces-
sary to set up any further committees. Duties assigned to other committees can be readily dealt with by
this body, provided they are not required to be dealt with by the Supervisory Board plenum. Furthermore,
the full Supervisory Board is informed of the outcome of the committee's deliberations.

WORK OF THE PERSONNEL AND FINANCE COMMITTEE

In the two regular meetings of 25 February 2016 and 26 September 2016, the members of the commit-
tee dealt specifically with the topic of the individual and consolidated financial statements and strategic
topics. The full Supervisory Board was informed of the results of the consultations in each case. In addi-
tion to the meetings, the regular tasks of the committee include conducting annual target and review
discussions with the Management Board and arranging for the Management Board remuneration system
to be reviewed at least every two years by external consultants. The committee also reports on this to
the full Supervisory Board and makes corresponding recommendations. In the past fiscal year, the com-
mittee was additionally tasked with finding a suitable substitute member of the Supervisory Board for
Mr Christoph Schweizer.

GERMAN CORPORATE GOVERNANCE CODE

In the Supervisory Board meeting of 21 March 2016, the Supervisory Board dealt with the German Cor-
porate Governance Code and adopted the Declaration of Compliance in accordance with Section 161 of
the German Stock Corporation Act (Aktiengesetz; AktG). The Declaration of Compliance was made per-
manently accessible on the company website and is also reproduced in the Corporate Governance report.

ADOPTION OF THE ANNUAL FINANCIAL STATEMENT AND APPROVAL OF THE CONSOLIDATED FINANCIAL
STATEMENT

The annual financial statement and the consolidated financial statement as well as the summarised status
report prepared by the Management Board for Schweizer Electronic AG and the Group for the year 2016
were audited by the auditing company Ernst & Young GmbH chosen at the 2016 annual general meeting.
Mr Oliver Pfeifer has been signing as the auditor since the 2016 business year, while Dr Eckart Wetzel has
been signing as the auditor responsible for the audit since the 2014 business year.

The audits of the annual financial statement, consolidated financial statement and the summarised sta-
tus report did not give rise to any objections. As a result of these audits, unqualified audit opinions were
issued on 21 April 2017. The documents to be audited and the audit reports of the auditor were made avail-
able to every Supervisory Board member at the meeting on 25 April 2017 and were sent to every Supervi-
sory Board member in sufficient time to enable them to prepare. The auditor took part in the discussion
of the annual financial statement and the consolidated financial statement, during which he reported on
the main audit findings and provided additional information on request. According to the final result of
the audits, no objections are to be raised by the Supervisory Board. The Supervisory Board agrees with
the result of the audit of both financial statements by the auditor, concurs with the Management Board's
assessment of the position of the Group and of Schweizer Electronic AG and approves the annual financial
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statement and the consolidated financial statement as at 31 December 2016. The annual finan-
cial statement is thus adopted.

The Supervisory Board supports the proposal of the Management Board concerning the appropri-
ation of profit, which envisages a dividend of EUR 0.65 per share.

The Supervisory Board sincerely thanks the members of the Management Board and all employ-
ees for their strong personal commitment. The Supervisory Board also thanks the shareholders
for the confidence they have shown.

Schramberg, 25 April 2017

The Supervisory Board

Michael Kowalski
Chairman

13
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High-frequency, high currents,
high temperatures and the trend
towards miniaturisation are
determining the PCB business
in the automotive industry.
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The engine of innovation and sales at Schweizer Electronic AG remains the automo-
tive industry; this division now accounts for more than 75% of sales.

Automated driving and the reduction of CO, emissions are the big challenges for
the future of the automotive industry. Progressing miniaturisation, high frequen-
cies, power electronics with increasing current densities and rising thermal require-
ments as well as optimisations in the manufacturing processes are among the cur-
rent problems in applications, which ScHweIzer was able to respond to in the last
business year with its tailor-made product portfolio.

High-frequency PCBs for advanced driver assistance systems (ADAS) and auto-
mated driving, as well as PCBs that can conduct high currents and display efficient
heat management, are the engines driving innovation, and increasingly also sales,
within the company.

Modern applications require that more and more functionalities be accommodated in
the smallest of space on a PCB. Miniaturisation is therefore becoming a decisive factor
in the automotive sector too. Here, customer demands for the highest of quality and
sophisticated technology must be catered to, which ScHwEIzer can do with its PCBs.
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AUTOMATED DRIVING

Automated driving is revolutionising how we drive and at the same time making traffic
management much easier. In addition to comfort and safety while driving, the seam-
lessinterconnection between different modes of transport plays an important role in
optimally organising growing traffic volumes in the space available. Advanced driver
assistance systems (ADAS) and the networking of vehicles and infrastructure were
therefore among the hot topics in the automotive industry in the past business year.

In ADAS systems, active intervention in the vehicle actuators places very high demands
ontheelectronics and the PCB thatis used. The basis for error-free detection of dan-
gerous situations is the PCB technology, whereby radar radiation is generated and
captured as a reflected imaginary image. Here, the HF (high frequency) board com-

bines the transmitter and receiver in a single component.

Autonomous (automated) driving is now to become an industry-wide reality. The
large brand manufacturers want to bring numerous models and, in one case, an
entire test fleet onto the test tracks this business year. Radar and camera solutions
are key requirements for the sensor technology for automated driving. SCHWEIZER'S
HF designs for radar sensors extend from 24 GHz through 76-79 GHz PCB solutions.

With around 25% of the market share, we are the partner of choice for many of the
large tier one companies. For the camera systems used here too, renowned tier one
companies rely on SCHWEIZER, opting for the FR4 Flex PCBs that permit a three-di-

mensional assembly solution.



SCHWEIZERS RADAR COMPETENCE - SAMPLE APPLICATIONS

Source: Hella

Source: Continental

FR4 FLEX - SAMPLE APPLICATIONS

Source: Continental

Source: Valeo

Source: Bosch
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REDUCTION OF CO, EMISSIONS

Increasingly stringent legal requirements for fuel efficiency are presenting the global
automotive industry with huge challenges. With a maximum permitted CO, emis-
sion of 95 g per kilometre as of 2021, corresponding to consumption of 3.6 | diesel
(4 | petrol/100 km), European countries must satisfy the most stringent of require-
ments. According to the Verband der Automobilindustrie (German Association of the
Automotive Industry; VDA) the German automotive industry is pursuing an offen-
sive strategy here that encompasses several sectors. Firstly, German manufactur-
ers are currently planning to more than triple their offering of electric car models by
2020 - from a current figure of 30 to nearly 100 models. By 2020 alone, the German
automotive industry aims to invest more than Euro 40 billion in alternative drives.

As this considerable expenditure however must be generated from ongoing business,
i.e. from the sale of cars with combustion engines, modern diesel and petrol engines
will also continue to be used. For this reason, the companies are also continuing -
in tandem with electromobility - to develop traditional drives, which offer further
potential for fuel efficiency and thus for the reduction of CO, emissions.
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SCHWEIZER PRODUCT SOLUTIONS SUPPORT THE

AUTOMOTIVE INDUSTRY IN ACHIEVING ITS EMISSIONS

TARGETS

Conventional engines are constantly being further developed to reduce CO, emis-
sions. The view prevailing among the experts, however, is that emissions values of
less than 100 g CO,/km are only possible with additional electrification as a hybrid.
Schweizer Electronic AG, with its PCB solutions, is contributing to the constant opti-
misation of conventional combustion engines. Examples include the "BOND PCBs",
in which chips without housings are mounted on the printed circuit board and con-
nected using bonding wires, and the ENEPAG PCB solutions, which are used in trans-

missions for example.

Integrated transmission control
device from Continental for the new
generation of the Audi 7-gear S tronic

Source: Continental

20

Using ENEPAG PCBs, the cost-intensive ceramic material can be replaced with PCBs
even in high-current motors and converters/inverters. Moreover, they help to use
the available installation space efficiently and thus not only support cost reduction
but also the trend towards miniaturisation. This is particularly important in hybrid
vehicles in which an electric drive must also be housed under the bonnet with the

combustion engine.

Bare Die HDI PCB with ENEPAG surface
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Heavy copper 48/12V DC/DC converter in
cooperation with Infineon

Demonstrator for a 48V motor controller in
cooperation with Infineon

With its power electronics printed circuit boards, ScHweizer offers a broad portfolio
for 48 V or high-voltage drives and the corresponding DC/DC or AC/DC converters
for hybrid and electric vehicles. As a result, the company is a reliable partner, capa-
ble of supporting its customers right now in the implementation of electromobility.

As many systems for current and future applications are getting ever smaller while

simultaneously having to offer additional functionalities, the next logical step is
embedding active components in the PCB.

Source: Continental

21
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Auxiliary unit demonstrator in
cooperation with Infineon.
The Smart p? Pack - with
embedded MOSFETSs.

CHIP EMBEDDING

With chip embedding, components that are usually mounted on the front or back of
a PCB are embedded inside the board. This makes the PCB smaller, which benefits
systems in the vehicle for which limited space is available, such as the electric power
steering, air conditioning compressors, electric turbochargers or starter-alternators. It
alsoimproves the chip cooling, because the heat produced when the chips are work-
ing is discharged directly via the PCB. ScHwEIzER is cooperating closely with Infineon
in the field of chip embedding, to elaborate the optimal solution for customers.

Smart p? Pack technology from ScHwEIzer leverages the potential of embedding com-
ponentsin PCB substrates and the company's tried and trusted inlay technology, thus
offering numerous advantages for the user. Not only is reliability increased, for exam-
ple, but installation space and system costs are also saved. For applications involv-
ing high currents, which require rapid switching and for which the size of the instal-
lation space is material, Smart p? Pack is a reliable, cost-optimising solution. First
applications have already been realised for the new 48 V board of the Automotive
Board network and are set to go into mass production as of 2019/2020.

The objective is to use the p? Pack technology to reduce power losses by 30% com-
pared to conventional PCB equipping or alternatively to increase the power by 50%
in the future.



The p? Pack offers new, interesting growth opportunities, which Infineon and ScHwEIzEr
want to exploit together. The companies have already jointly developed various dem-

onstrators for tailor-made customer solutions.
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RSG (belt-driven starter alternator) demonstrator in cooperation with Continental and Infineon

Previous solution: SCHWEIZER innovation:
Inlay board + logic circuit board, Smart p? Pack
MOSFETSs are fitted on the PCB p? Pack with embedded MOSFETs.

Auxiliary unit demonstrator in cooperation with Infineon.

Previous solution: SCHWEIZER innovation:
Heavy copper solution, Smart p? Pack
MOSFETSs are fitted on the PCB p? Pack with embedded MOSFETs.
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LEDs - STRONG, ENERGY-EFFICIENT LIGHT SOURCES

The reduction of CO, emissions can be assisted by various PCB solutions in the
ScHweIzer product portfolio. But the potential for fuel savings is not restricted to
the drive technology alone. LED headlights, for example, not only provide enhanced
safety and comfort while driving, they also help to reduce CO, emissions. According
to expert estimates, using LED headlights can bring about emissions savings of up
to 2 g CO,/km. LED headlights are far superior to conventional lighting technology
in terms of brightness, service life and power consumption. In contrast to conven-
tional lights, light in LEDs is created not by friction in a coiled filament but through
electron transfer in various layers of a semi-conductor. That makes them more flex-
ible, in terms of brightness and light distribution. LEDs last for 10,000 operating
hours without visible deterioration and convert energy more productively into light.
At ScHwelzer customers will find the right solution, not just for standard LED head-

lights but also for matrix headlights.

In the design of LED headlights, quick and efficient heat dissipation is particularly
important to prevent the formation of "hotspots". Thanks to its special constituent
materials, the ScHweizer IMS PCB offers excellent thermal heat management prop-
erties and has since its launch become the first choice for premium manufacturers.
Following the start of series production in May 2015, significant orders for copper
IMS PCBs have already been delivered for the LED headlights of the updated BMW

3-series/4-series to our customer Hella.

The premium equipment variant of the BMW 3-series has light-based
driver assistance systems with adaptive cornering light, variable city
and autobahn light distribution and glare-free high beam.

(Source: HELLA)
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The new IMS PCB generation offers space for 84 LEDs and is used in the current Daim-
ler matrix LED headlights. The number of LEDs optimises the resolution of the light-
ing and hence the illumination of the road for drivers. In addition, they allow a glare-
free high beam. There is no longer any need for manual switching between dims and
high beams, allowing the driver to concentrate fully on the driving situation.

Source: Mercedes-Benz On the new IMS PCB with black solder mask, 84 LEDs ensure
that the road is optimally illuminated for the driver.
Source: Hella

INNOVATIONS FROM SCHWEIZER AND INFINEON MAKE THE
MATRIX LED HEADLIGHT MORE COMPACT AND AFFORDABLE

In the future, the matrix LED headlight will be even more compact and at the same
time more affordable thanks to the joint innovations of ScHweizer and Infineon. In
November of last year, both partners presented innovations at the electronica fair in
Munich, which contribute to saving space and costs and thus support greater market
penetration of the ADB (Advanced Driving Beam) headlights in the automotive market.
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COMPANY ..o HIGH-FREQUENCY, HIGH CURRENTS, HIGH TEMPERATURES AND THE TREND TOWARDS MINIATURISATION

SCHWEIZER'S INNOVATIVE TECHNOLOGIES OFFER FURTHER
MARKET POTENTIAL

ScHWEIZER's strengths lie in the areas of high frequencies, high temperatures, high
currents and miniaturisation. These core competencies are needed not just in the
automotive sector but also in many industrial and aviation applications. It is there-
fore to be assumed that ScHweizer will gain market shares continuously in these mar-
kets too. One example of this is the successful entry into the aviation segment with
highly innovative PCB solutions in the past business year, 2016.

HIGH POWER
AUTONOMOUS CARS

ROBOTICS[) E-MOBILITY
C BS INDUSTRY 4.0

ELECTRICITY STORAGE
SMART SENSORS

The automotive sector is only one sub-sector. The digital revolution and the asso-
ciated changes will impact on all sectors and open up new market potential for us.
E-mobility, autonomous driving, robotics, storage technology, aviation, high power,
smart sensors and Industry 4.0 are the trends which we can serve with our PCBs.

Industries grow together but the core competencies remain. SCHWEIZER already has
the PCB solutions required to take an active part in shaping the digital revolution.
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Source: Internet
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SUSTAINABILITY

SUSTAINABILITY

As a family business with a long history and heritage, Schweizer Electronic AG takes
its corporate responsibility very seriously and has made its contribution to sustain-
ability a fundamental part of the company's mission statement. Measures to ensure
sustainability can therefore be found in all areas of the company; they are monitored
regularly via an annual, internal environmental impact report. With the release of
the annual report on the current business year 2017, ScHweizer will publish the sus-
tainability key performance indicators that are material for its business activity and
business environment, within the statutorily prescribed scope.

When measuring the sustainability KPIs relevant to financial reporting in the future,
Schweizer Electronic AG always refers to the production hour, to take account of the
growing complexity of PCB production.

ENERGY MANAGEMENT AT SCHWEIZER

Absolute electrical energy consumption at ScHweIzer has continued to develop pos-
itively. Despite high capacity utilisation of the production facilities and some new
plant, total consumption in 2016 was reduced by close to 2% (corresponding to
730,000 kWh) compared to 2015. In the past five years (since 2012), total consump-
tion has thus fallen by 4.4 million kWh. The specific power consumption fell in the
same period by nearly 24%.

42,000,000 kWh

F 94 kWh/h
40,000,000 kWh ~ 89 kWh/h

- 84 kWh/h
38,000,000 kWh

F 79 kWh/h

36,000,000 kWh

h F 74 kWh/h
34,000,000 kWh - T T . + 69 kWh/h

|

T T

2012 2013 2014 2015 2016

® total electricity consumption (kWh)
electricity consumption per production hour (kWh/h)



ENERGY-EFFICIENCY MEASURES IN PRODUCTION

The exhaust system in the PINLAM press centre was converted to a load-dependent
controller. The motor's performance is now regulated steplessly, a process already
familiar from the drilling and milling exhaust systems. Implementation of this meas-
ure reduced the original energy consumption by 70%.

In the second half of the year, the cooling system was successfully optimised. By
removing unnecessary and non-vulnerable components, it was possible to reduce the
networked pump output in plants S1 and S5 by approx. 50%. Overall, these measures
will bring about future savings of approximately EUR 70,000 per annum.

Combined heat and power unit

The ScHweizer combined heat and power unit (CHP) finished its first year of operation
with a positive balance. Approximately 4.4 million kWh of electricity have been pro-
duced here since mid-April. With that, the company covered some 12% of its electri-
cal energy consumption from in-house production in the first eight months already.
In 2017, the first complete calendar year, this value should rise to at least 15%.

It was possible to lower total electricity costs significantly in 2016. This is primarily
due to savings made by increasing efficiency and to the CHP unit.

The calculation basis for the individual years is the relevant valid, mean electricity price.
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SHARES

GENERAL STOCK MARKET PERFORMANCE

For the fifth year in a row Germany's leading index, the
DAX finished with a gain, closing at 11,481 points, an
increase of nearly 7%. The performance of the markets in
2016 was particularly defined by four events. After start-
ing 2016 at 10,743 points, the index fell in February below
the 9,000 point mark, thus suffering a loss of almost 20%.
The decline in the price of oil and concerns about China's
economy were cited as stress factors. The counter-move-
ment that setinaround the middle of February was already
impeded in advance by concerns regarding a possible Brexit.
Consequently, at the end of June when the British public
actually decided, by a narrow margin, in favour of leaving
the EU, the markets responded in the subsequent trading
days with a further short-term drop of around 17%. The
next political surprise of the year was the outcome of the
elections in the United States and the positive reaction
of the stock markets. This upward trend had a tailwind in
the form of the continued, relaxed monetary policy of the
European Central Bank.

Our benchmark index, the TecDAX closed the year prac-
tically unchanged at 1,812 points or a minus of 1% point.

Share price 1 January 2016 - 31 March 2017

While its price performance was almost identical to the
DAX, the somewhat more pronounced downward move-
ments could only just about be offset by the positive devel-
opment at the end of the year.

SCHWEIZER SHARE

After starting 2016 with a price of EUR 21.90, the Schweizer
Electronic AG share suffered initially at the start of the
year, in line with developments on the markets generally.
At the start of February, the share marked its year low of
EUR 17.20, but had recoveredtoalevel of EUR 22.19 by the
end of March. With the publication of the provisional con-
solidated figures at the start of April, which were prepared
in accordance with the International Financial Reporting
Standards (IFRS) for the first time, the share price fell to
EUR 19.50. Despite announcing and distributing a stable
dividend in the amount of EUR 0.65 per share in July, there
followed a slightly falling, sidewards movement. This side-
wards movement continued in the second half of the year
afterforecasts for sales and the EBITDA ratio were the sub-
jectofaslight downwards correction. The Schweizer Elec-
tronic AG share ended the year with a price of EUR 17.99,
or a loss of 18%.
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DIVIDEND REMAINS UNCHANGED AT EUR 0.65 PER
SHARE

ScHWEIZER aims to continue its cash flow-oriented dividend
policy. Under this policy, the company pursues a strategy
of sharing the company's success with all stakeholders as
well as building up cash reserves.

The Management Board and Supervisory Board will pro-
pose a dividend of EUR 0.65 per share at the annual gen-
eral meeting. Based on the price at year-end, this corre-
sponds to a return on investment of 3.6 percent.

Dividend in EUR

Dividend for business year Dividend per share

2012 EUR 0.55
2013 EUR 0.60
2014 EUR 0.65
2015 EUR 0.65
2016 EUR0.65 "

“Proposal to the annual general meeting.

INVESTOR RELATIONS

In 2016, as part of its financial reporting, ScHwEIZER kept
allinterested capital market participants comprehensively
informed through capital market conferences, teleconfer-
ences and investor events. This allowed them at all times to
make areasonable evaluation of the current business situ-
ation and assess the company's prospects. In the interest
of long-lasting and trust-based relations with all stakehold-
ers, in addition to the legally required documents, we also
published a great deal of other corporate information on
our website. Extensive numerical data, various presenta-
tions and an analyst's assessment are published at www.
schweizer.ag/en/investor-relations.

COMPANY

SUMMARISED STATUS REPORT
CONSOLIDATED FINANCIAL STATEMENT
CORPORATE GOVERNANCE

SHAREHOLDER STRUCTURE

The shareholder structure of Schweizer Electronic AG was
virtually unchanged at the end of 2016. The Schweizer fam-
ilies continued to hold 52.1 percent of the shares at year-
end. The shareholdings of our cooperation partners Meiko,
WUS and Infineon Technologies were also unchanged.

Shareholder structure as at 31/12/2016

Free Float 23.72%
Infineon 9.39%

Institutional Investors 5.03%

- 3,780,000
MEIKO 4.76% Shares

WUS 4.50%
Schweizer Pte. Ltd. 0.51% J
Own Shares 0.03% /

Family Christoph Schweizer 25.47%

Family Gerhard Schweizer 26.59%

SHARE DATA

2016 2015
Year-end closing price EUR 17.99 EUR 21.90
Year high EUR 22.19 EUR 26.17
Year low EUR 17.20 EUR 17.56
No. of shares 3,780,000 3,780,000
Market capitalisation at EUR 68.0 EUR 82.8
the end of business year million million
Dividend per share EUR 0.65* EUR 0.65
Dividend yield 3.6%? 3.5%3

! Proposal to the annual general meeting.
2 Relative to share price at year-end.
? Relative to share price on day of the annual general meeting.

BASIC SHARE DATA

ISIN DE0005156236

WKN 515623

Symbol SCE

Listed in Xetra, Frankfurt, Stuttgart,

Dsseldorf, Berlin

Stock market
segment

Regulated market

Level of General Standard

transparency
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SUMMARISED STATUS REPORT

SUMMARISED STATUS REPORT OF
THE SCHWEIZER GROUP AND OF
SCHWEIZER ELECTRONIC AG AS AT
31 DECEMBER 2016

This report summarises the Group status report of the
ScHWEIZER Group ("ScHWEIZER" or the "company"), compris-
ing SCHWEIZER ELECTRONIC AG and its consolidated sub-
sidiaries, with the status report of SCHWEIZER ELECTRONIC
AG. It should be read in context with the audited consol-
idated financial statement including the notes thereto,
which are presented elsewhere in this report. The audited
consolidated financial statement is based on a series of
assumptions and on accounting and valuation methods
that are presented in detail in the notes to the consoli-
dated financial statement. The summarised status report
contains forward-looking statements regarding the per-
formance of the business, the financial development and
the income of ScHweIzer. These statements are based on
assumptions and forecasts which themselves are based
on the presently available information and current assess-
ments. These are fraught with uncertainties and risks. The
actual performance of the business may therefore deviate
significantly from the expected performance. SCHWEIZER
assumes no obligation to update forward-looking state-
ments, beyond that required by statutory provisions.
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GROUP BASICS

LEGAL AND ORGANISATIONAL STRUCTURE

SCHWEIZER ELECTRONIC AG, headquartered in Schramberg,
is the parent company of the Group and manages the hold-
ings directly and indirectly owned by it. The business per-
formance of the parent company is closely linked to the
performance of the subsidiaries and associated companies.

GROUP STRUCTURE

Schweizer Electronic AG

[
[ 1

( ) .
Unterstitzungs-
Schweizer Pte. Ltd. kasse
Singapore Christoph
Schweizere.V.
_ l )
[ [ ]
( N )
Schweizer Energy ) . Schweizer
Production Sscif;]wzlzoerreEFl,etgt:_cizlc Electronic (Suzhou)
Singapore Pte. Ltd. gap -Ltd. Co., Ltd, China?

- J

Meiko Schweizer
Electronics
Hong Kong Co. Ltd.

1In formation/raising capital 2017.

BUSINESS MODEL

ScHwEIZER offers state-of-the-art, cutting-edge technol-
ogy and consultancy expertise. ScHweIzer's high-quality
PCBs and innovative solutions and services for automotive,
industrial and aviation electronics address the key chal-
lenges in the area of power electronics, embedding tech-
nology and system cost reduction. The products are of the
highest quality and, inter alia, promote the development
of energy-saving and environmentally-friendly vehicles.



Inthe Electronic division, ScHwWEIZER works with its partners
Elekonta Marek GmbH & Co. KG, Meiko Electronics Co. Ltd.
and WUS Printed Circuit (Kunshan) Co., Ltd. to supply cost-
optimised and production-optimised solutions for small
and medium batch sizes as well as for mass production. In
Schramberg ScHweizer employs around 774 people, including
temporary staff, and a total of 787 people worldwide. In
future, the chip embedding market for automotive and
industrial applications will be developed jointly with Infineon
Technologies AG.

SCHWEIZER ELECTRONIC AG has been listed on the stock
exchange since 5 July 1989. The shares (ISIN DE0005156236)
are listed in Frankfurt am Main and Stuttgart.

GLOBALISATION AND DIVERSIFICATION

The global organisation is focused on the Asian growth
regionasacomplementtoits European business. SCHWEIZER
also plans to take advantage increasingly of the trends in
technology for energy efficiency and electromobility and
the steadily growing demand for radar and camera appli-
cations for advanced driver assistance systems, and has
adapted its portfolio accordingly. This approach will be
realised by structuring the company into the Electronic
and Systems divisions. Whilst the Electronic division has
been established for many years, the Systems divisions is
stillundergoing development in cooperation with Infineon.

ELECTRONIC

Together with its partners Elekonta, Meiko and WUS,
ScHWEIZER is the global leader for the supply of rigid PCBs
to the automotive industry. Within the partnership, Ele-
konta is focused on the production of prototypes. Meiko
is responsible for mass production at low-cost locationsin
Chinaand Vietnam and also has technology plants in Japan.
Moreover, through the Meiko Schweizer Electronics Hong
Kong Co. Ltd. joint venture, ScHweIzER also has access to
production lines in Vietnam which have received a positive
audit and cater specifically to the requirements of Euro-
pean customers. WUS, which has several production sites
in China, is the partner for handling the constantly increas-
ing demand for high-frequency (HF) PCBs for the automo-
tive sector. This means that while ScHweizer focuses on
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the research and development of products and on series
with technically sophisticated production techniques, WUS
takes over cost-effective mass production to ensure that
high-quality and attractively priced HF PCBs are available
to customers in the desired quantity.

SYSTEMS

The creation and expansion of the future Systems division
is the logical consequence 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 in the PCB). The pre-
vailing business model, whereby customers purchase the
required PCBs and components separately, will be altered
in the future by the embedding approach. The integration
of components in the PCB requires a new business and
process model, in which both the component and the PCB
manufacturers are closely involved. To enable early imple-
mentation of this new approach and complete its range of
products and services, SCHWEIZER is working closely with
Infineon, customers and technical institutes to ensure that
the Schweizer Systems division can offer PCBs and much
more besides in the future. First regular sales are expected
in 2020/2021 at the earliest. No customer orders for series
production had been placed as at the balance sheet date.
This division is therefore currently in development.

Inview of the fact that the Systems division is still in develop-
ment, the current business activities of the ScHweizer Group
are handled entirely by the Electronic division. Therefore,
no reportable segments exist with regard to the require-
ments of IFRS 8. Rather, the ScHweizer Group is currently
a single-segment company.
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BUSINESS UNITS

RESEARCH AND DEVELOPMENT

In the past business year, major projects from 2015 were
transferred to serial production, where the ramp-up speed
in conjunction with a rapid increase in volume rose signif-
icantly compared to the previous year. Through targeted
process optimization measures, we were able to manage
this dynamic ramp-up and ensure deliveries to our cus-
tomers while maintaining the quality levels to which they
have become accustomed.

The new PCB generation Bare Die, the series launch of which
was prepared in 2015, and the 77 GHz PCBs posed particu-
lar challenges. In the Bare Die product segment, the use
of a new type of handling system lead to teething difficul-
ties when testing the PCBs, which however were quickly
resolved in conjunction with the suppliers.

PCBs with high frequency properties in frequency bands
up to 77 GHz require various adjustments during the man-
ufacturing processes in which the permitted tolerances
must be defined more and more narrowly. In this area,
SCHWEIZER was able to massively expand its process win-
dow, through a corresponding expansion of its LDI (Laser
Direct Imaging) abilities in conjunction with optimisations
in the plating processes, and to optimise the production
yield likewise significantly.

Interms of the inlay circuits, the use of new contour machin-
ing technologies allows us to extend the product portfolio
in the Power Electronics segment.

Quality management is integrated into all phases of the
development process, making it possible to meet SCHWEIZER'S
high quality demands right from the initial designs through
to the delivery of qualification prototypes.

The technology portfolio and the Technology Roadmap will

be reviewed regularly by ScHweizer and adapted to mar-
ket requirements.
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Cooperation strengthens innovation capacity

As the importance of power electronics is increasing con-
sistently, ScHWEIZER has joined the ECPE (European Center
for Power Electronics e.V.) network in 2016. The regular
exchange between production and institutional research
and development is essential for the further development
and competitiveness of a company in a business environ-
ment as dynamic as this. Through our membership in the
ECPE, ScHwEIzER has, inter alia, quick access to the lat-
est research projects and programmes and can further
expand the regular exchange of experiences gained in
the development of innovative solutions for the benefit
of our customers.

The network involving universities, institutes and develop-
ment partners was further maintained and expanded in
2016. In addition to the currently ongoing VoLiFa 2020 pro-
ject, in which the next generation of vehicle headlights is
being developed, another funding project was also secured.

Technologies developed by ScHweizer for power electron-
ics and chip embedding will flow into this project. A focal
point of this project will be the use of next-generation sem-
iconductors - "wide band gap semiconductors". Together
with industrial and institutional consortium partners, new
types of inverter technology will be researched within the
scope of this project. The results of the company's research
and development are protected by a systematic industrial
property rights management system.

The Federal Ministry of Education and Research (BMBF) pub-
lished another funding call in 2016. ScHwEIzer is involved in
the promotion of further projects to accelerate R&D activ-
ities in the area of electromobility.

Cooperation with Infineon in the field of chip embedding
for power electronics is intensive and goal-oriented. The
two companies' teams are growing ever closer in this task
and are highly motivated. In the past year, more prod-
uct demonstrators for the p? Pack technology were built
and presented at trade fairs. For example, a high voltage
inverter foran output of 100 kW was made available within
the framework of a funded project. Through the partner-
ship with Infineon, a complete supply chain has been cre-
ated for embedding technology, with clear handoffs and



responsibilities, forming the basis for industrialisation and
market launch and turning the required new business and
process model into reality.

In the field of initial sampling, our prototyping and small
series partner Elekonta has been increasingly involved in
preliminary development. This relieves pressure on series
processes and production plants and at the same time
increases flexibility in the earliest development phase.

In 2016, spending on research and development totalled
EUR 3.5 million.

At year's end, ScHweIzer employed 89 engineers and tech-
nical staff worldwide. With a total of 787 employees world-
wide (including temporary staff), this corresponds to a ratio
of approximately 11%.

PATENTS
The total number of granted patents increased to 30 pat-
ents as at 31 December 2016.

EMPLOYEES

The number of ScHwEIZER employees - based at the Schram-
berg site - including temporary staff increased to 774 as
at the end of 2016 (31 December 2015: 761). This includes
naturalemployee turnover of 3.2%, ten retirements, 32 new
entrants, six hirings of former trainees and 29 conversions
of temporary staff to a permanent employment relation-
ship. Across the Group, ScHwEeIzer employs an additional 13
employees in Asia. The increase in employee numbers was
largely achieved through increased conversions of tempo-
rary staff to permanent status. Experience has shown here
that many temporary staff, as career changers, can inte-
grate quickly and successfully into the work environment
using SCHWEIZER's well organised training and development
programme. With that, ScHweizer is offering career pros-
pects and countering the lack of specialists with in-house
further qualification.

Inthe 2016 business year, employees, including temporary
staff, of SCHWEIZER ELECTRONIC AG once again shared in
the company's success. For the previous year, the company
distributed part of the annual profit to employees for the
sixth time in a row.
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SCHWEIZER opts for flexibility and international
cooperation

Aflexible shift model is always a feature of successful pro-
duction. In the reporting year, ScHweizer simulated differ-
ent shift models in dialogue with the affected employees.
As aresult,athree-shift model was introduced in one area
and for another shift model, which had been in place for
quite some time, an optimisation of the shift rhythm was
agreed. The results of this optimisation will be determined
this business year through a pilot phase.

Inthe reporting year, ScHweizer set up "Global Supply Chain
& Business Development" as a new department and in doing
so brought the corresponding roles in partner manage-
ment, local supply chain, project management and busi-
ness development from Schramberg and Asia together in
one central unit. With this strategic decision, SCHWEIZER is
backing efficient processes in the production of customer
products, with the participation of its partner companies.

After being named one of the best employers in Germany
three times in a row, in the years 2014, 2015 and 2016,
ScHWEIZER received a new award towards the end of the
year.Inanindependent online study, Focus Money awarded
ScHWEIZER the title of Top Career Opportunities 2016. This
study examined more than 2,000 companies in 57 indus-
tries which have their headquarters in Germany. The eval-
uation is based on the analysis of more than a million
social media sources and ten thousand online news items
in the period from August 2015 to the end of July 2016. For
SCHWEIZER, this is confirmation of a successful personnel
policy which relies on long-term succession regulations,
i.e. internal careers.

ScHweIzer has followed up on the positive experiences
from the 2015 quality initiative and continues to count on
the ideas and suggestions of its employees with respect
toimproving their everyday work experience and the work
processes. With the newly established Ideas manage-
ment@Schweizer, six ideas were rewarded in 2016, which
brought about a significant annual benefit in the form of
major savings.
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CUSTOMER RELATIONS

The automotive industry remains the engine of innovation
and sales for SCHWEIZER; this is clearly shown by the share
of sales represented by the automotive sector, which was
around 75% in the past business year. SCHWEIzER has good
customer relationships with all the major European tier
one companies and OEMs and is consistently expanding
its network, particularly also in the growth markets in Asia.

Automated driving is one of the greatest challenges fac-
ing the future of the automotive industry. For the sensor
systems involved here, radar and camera solutions are
required. ScHWEIZER is the partner of choice for many large
tier ones when it comes to radar sensors, thanks to its 24-
and 76-79 GHz PCB solutions and around 25% of the mar-
ket share. Likewise for the camera systems, renowned tier
ones opt for the Schweizer FR4 Flex PCBs, which permit a
three-dimensional assembly solution.

In the field of electromobility too, i.e. in the area of hybrid
and electric vehicles, which will grow constantly in the
coming years, SCHWEIZER is recognised as an innovative
and reliable partner for its customers. With its broad and
varied power electronics offering, the company has the
right solution for practically every application both for 48
Volt and also for HV drives and the corresponding DC/DC
or AC/DC converters.

SCHWEIZER uses and invests in the personal presentation
opportunities offered by the large, international trade
fairs, such as the annual PCIM in Nuremberg or the Elec-
tronica trade fair in Munich, which takes place every two
years, was held last in November 2016 and always enjoys
brisk visitor numbers, mostly qualified specialists. More-
over, SCHWEIZER is regularly invited to supplier conferences
by its largest customers, in order to present its innovative
product portfolio to their Group companies.

ScHWEIZER's strengths lie in the application areas of high
frequencies, high temperatures, high currents and minia-
turisation. These core competencies are needed not just
in the automotive sector but also in many industrial and
aviation applications. It is therefore to be assumed that
ScHweIZER will gain market shares continuously in these
markets too. One example of this is the successful entry
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into the aviation segment with highly innovative PCB solu-
tions in 2016.

ScHWEIZER's excellent customer relationships are reflected
in a constant increase in the order book. It rose as at the
end of 2016 to EUR 158.4 million (previous year: EUR 149.1

million).

SUPPLIER RELATIONSHIPS

Purchasing activities in 2016 focused on achieving addi-
tional price reductions and process optimisations. By suc-
cessfully switching to alternative suppliers and materials,
ScHWEIZER was able to achieve various cost reductions.
This meant it was possible to further reduce the prices of
a number of product groups and materials.

Coordination with the Asian partners as part of joint pur-
chasing agreements is contributing to increased compet-
itivity in the long term and offers better access to Asian
suppliers. In 2016, numerous strategic discussions and
regular coordination meetings were held in Asia and via
teleconferences. During these, additional suppliers were
defined in order to achieve better conditions by bundling
the global volume.

However, due to the weak euro, the relocation of procure-
ment volumes to Asia was not stepped up disproportion-
ately in 2016 either.

Furthermore in 2016, preparations were made for the pro-
cess and costs optimisation in the area of C-articles. The
target is to reduce the number of suppliers, simplify the
procurement processes and reduce prices by bundling vol-
umes. As of January 2017, ScHwEIzER has, with its new pro-
curement platform, the basis for a streamlined procure-
ment process for C-articles at its disposal.

QUALITY MANAGEMENT AND SUSTAINABILITY

2016 was defined by a consolidation of the various quality
management systems. The interlinking that was started in
2015 was further extended; the focus remained on effec-
tiveness and efficiency. On the customer side, these efforts
and activities were very positively received, a fact expressed
in various customer evaluations and customer audits.



Quality management

In this year, our automotive management system, which
was re-certified in 2015, was up for review to ISO/TS 16949.
The system in place passed the review with flying colours,
leaving no doubt as to the continued readiness for certi-
fication or the certificate itself. The company achieved
ISO 9100 certification (the certifiable management sys-
tem of the aviation industry) for the first time in 2013, and
the system was up for re-certification in the past business
year. This system too was once again given the green light
by the auditors. During the inspections, it was possible
to review the system conformity using various customer
orders for the aviation industry; the further development
of the system is in full swing.

The continued movement away from standard products to
more complex, new developments is supported by our sys-
tems. The number of new products and the speed of ramp-
ups has increased hugely. Nonetheless, we succeeded in
manufacturing even the most complex of products and of
ensuring that customers could not perceive a difference
between standard and new developments.

Environmental and energy management

Although the products and thus the processes and work prac-
tices required for their manufacture are becoming increas-
ingly complex and multifaceted, we have again succeeded
in staying focussed on our "green" technologies and pro-
cesses through suitable product and process development
and by limiting the environmental impact of the increasing
complexity. Naturally, all environmental aspects continue
to be highlighted so that mitigation measures can be initi-
atedin good time, where required, or to reduce any negative
consequences. This is also part of our mission statement.
By doing so, SCHWEIZER continues to opt, even in a difficult
business environment, to maintain the living standards of
the company's neighbours and the community. Naturally,
through the consistent application of corresponding envi-
ronmental and also hazard analyses, the protection of our
employees and of our business partners, who are involved
in manufacturing and using our products, is our top priority.
The efficacy of these systems is regularly reviewed through,
inter alia, internal audits and was once again assessed as
effective for 2016 by the certification organisation within
the framework of ISO 14001 and ISO 50001 certification.
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ECONOMIC REPORT

According to a panel of experts, the moderate growth in
the global economy is set to continue. In the expert report
2016/2017 published in November, growth in global GDP of
2.5% for 2016 and of 2.8% in total for 2017 is forecast. Fur-
ther development is however exposed to a number of risks.
These include geopolitical risks and the political uncer-
tainty in Europe, not least due to Brexit. Added to these
are potential turbulence in the international finance mar-
kets and the transformation process in China, which how-
ever despite the turmoil at the start of the year has so far
succeeded without major slumps in growth.

The upturn in Germany and in the euro area is set to con-
tinue. For the euro area, the panel of experts assumed real
growth of 1.6% in 2016 and forecast growth of 1.4% for
2017 in its November report. For Europe as a whole, the
growth expectations were 1.6% both for 2016 and 2017.

For Germany, growth rates in real gross domestic product
(GDP) of 1.9% in 2016 and 1.3% in 2017 are expected. The
forecast decline in the growth rate in 2017 is due largely
to a calendar effect. The underlying growth momentum
will remain essentially the same, and we must assume
from this that the utilisation of production capacities will
increase further. However, the performance of exports
will remain moderate, as important German trading part-
ners are recovering at a slower pace and global trade is
only growing weakly.

Automobile market 2016: USA and China at record levels
- Western Europe continues to gain momentum

The three major markets, China, USA and Western Europe
have decisively shaped the automobile market in 2016.
According to the Verband der Deutschen Automobilindus-
trie (German Association of the Automotive Industry; VDA)
the USA and China once again achieved new highs, and
Western Europe also increased strongly achieving its best
level since 2007. Overall, the number of new registrations
in Western Europe rose by 6% to 14 million cars. Except for
the Netherlands and Switzerland, all 18 Western European
countries recorded growth; the top 5 markets were: Italy
(+16%), Spain (+11%), France and Germany (+5% each) and
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the United Kingdom (+2%). In the new EU countries, a total
of 1.2 million cars were newly registered, corresponding
to growth of 16%. The increases in the three largest indi-
vidual markets reached double-digits: Poland (+17%), the
Czech Republic (+12%) and Hungary (+25%). For Germany
too, the past business year was a strong one for automo-
tive sales. With growth of 5%, new registrations increased
for a third year in a row and reached the highest market
volume so far this decade with 3.4 million new registra-
tions. At 4.4 million cars, exports were on a par with the
volume of the previous year. The position of the German
Group brands is strong; in Western Europe for example they
have a market share of around 50%, in China, the world's
largest car market, their share is around 20%.

With respect to electromobility, the German automotive
industry is on the offensive, according to the VDA: by 2020,
the German manufacturers want to more than triple their
offering of electric car models, from a current figure of 30
to nearly 100 models. In this period, more than EUR 40 bil-
lion will be invested in alternative drives within the Ger-
man automotive industry.

PCB markets

According to the September forecast of the N.T. Information
Ltd. (NTI) institute, the global PCB market shrank again in
2016. Following a decline of 2.7% in 2015, adrop of 0.3% to
USD 58.37 billion is expected for the end of 2016. For 2017,
NTI expects slight growth worldwide of 1.7% to USD 59.37
billion. The European PCB market grew in 2016 by 2.2% to
USD 1.5 billion and is set to practically stagnate in 2017
with expected growth of just 0.7% to USD 1.51 billion. PCB
manufacturers are increasingly focussed on the automo-
tive market, as following the long-standing boom in smart-
phones, it is this market segment that is now expected to
offer the highest growth rates. According to NTI, the PCB
market for the automotive industry will grow steadily by 5
- 6%, and the entire automotive electronics sector, thanks
toadvanced driver assistance systems (ADAS), and electric
and hybrid vehicles will grow further by 11 - 12% annually
in the coming years.
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FINANCIAL KEY PERFORMANCE
INDICATORS

The ScHweizer Group is managed on the basis of finan-
cial key performance indicators. ScHwWEIZER orients itself
around four focus points that have a decisive influence on
the value of the company. The most significant financial
KPIs are presented below.

1 PROFITABILITY
This focus point is measured by two key figures:
= EBITDA (Earnings Before Interest, Taxes, Depreciation
and Amortization): EBITDA represents the operating
results before taxes, depreciation and amortization. It
thus represents a central parameter for internal con-
trolling and also serves as a basis for comparison with
peer-group companies as part of benchmarking. In addi-
tion this KPl is a good indication of the operating cash
flow of the company.
= EBITDA ratio: This measures the ratio of EBITDA to
sales. This KPI monitors whether additional sales were
also achieved with the desired returns. SCHWEIZER pur-
sues a clear price-before-quantity strategy for in-house
production.

2 GROWTH AND INVESTMENT

Technological progress in customer solutions requires a

clear technological alignment of production and the IT

systems. Continuous investment in the latest production

procedures is a key component in the continued success

of the company. ScHwEIZER measures two main key per-

formance indicators in this category:

= Growth ratio: This parameter is calculated from the
change in revenue compared to the previous period. As
part of the planning and budgeting process, the target
values of the expected growth rates of the overall mar-
ket are derived and corresponding market share gains
are planned. A particular limiting factor is the availa-
ble production capacity. Growth can be achieved both
through a greater quantity and through a higher added
value per unit of quantity.



= |nvestment ratio: To calculate the investment ratio, the
investments made in the year under review are com-
pared with the generated EBITDA. Investments related
to replacement, technology and expansion are consid-
ered for this parameter.

3 CAPITAL COMMITMENT

The company’s principle strategy is to maintain the amount
of working capital at an optimal level commensurate with
the business situation, by means of production measures,
purchasing and sales. Particular attention is paid to how
strong growth is, what financing structures and cash equiv-
alents are presentand what the impact on the profitability
of the company is. To determine the working capital, inven-
tories and trade receivables from operating activities are
netted against short-term vendor liabilities.

GOAL ATTAINMENT OF THE SCHWEIZER GROUP

2015 actual
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4 FINANCING

ScHWwEIZER's financing strategy aims to use conservative

and period-based financing to provide the company with

a secure foundation in the long term to withstand all eco-

nomic cycles. The parameters for this strategy are equity

ratio and gearing.

= Equity ratio: The ratio of equity capital to total capital
provides information on the financial stability of the
company. As a target figure, ScHweizer defines a mini-
mum ratio that must not be fallen short of. It may how-
ever be exceeded and is oriented to the actual situation
(investment programme, interest rate levels, credit rat-
ing factors). Strategically, ScHwEeIzER aims to achieve an
equity ratio of at least 35%.

= Gearing: Gearing is derived from the ratio between bor-
rowed capital and equity capital. ScHwEIzEr focuses on
the development of the net gearing ratio. Net gearing is
calculated from interest-bearing liabilities less the liquid-
ity portfolio. Strategically, ScHwEeIzer aims to achieve a
gearing of max. 150%.

2016 target 2016 actual

(Forecast April 2016)

Revenues EUR 115.6 million approx. +2% EUR 116.1 million
EBITDA ratio 9.8% 10-11% 8.2%
Investment ratio 37.3% Just under 50% 94.9%
Net gearing ratio -5.1% Low single digits -1.5%
Equity ratio 56.5% 55 -60% 55.1%
Working capital EUR 22.4 million Stable EUR 23.0 million

Depending on sales
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BUSINESS PERFORMANCE OF THE GROUP

EARNINGS POSITION

ScHwEIZER achieved sales of EUR 116.1 millionin the report-
ing year (2015: EUR 115.6 million), slightly exceeding the
previous year's figure by 0.5%. The performance is charac-
terised by further successes on the part of products from
the ScHweizer technology portfolio, the share of which in
the total volume rose to 55% (2015: 52%).

Automotive suppliers were also the largest customer group
for SCHWEIZER in 2016. Sales amounted to EUR 87.8 million
(2015: EUR 84.7 million) and thus represented more than
75% of the total sales volume. The growing success is based
on aclear focus on particular growth areas in the automo-
tive industry. ScHwEeIzer's PCBs make possible the realisa-
tion of solutions for CO, reduction and automated driving
with a focus on sensor systems. The prerequisite for this
is very specific expertise in the areas of power electron-
ics and high-frequency applications, which ScHwEeIzER has
acquired in the last ten years.

2016 saw the first deliveries to customers in the aviation
industry. The volume was still low at EUR 0.3 million due to
the ramp-up phase. For the coming years, however, a sig-
nificant expansion of the aviation business is expected, as
above-average market growth rates are anticipated in this
segment overall. The solar electronics business is perform-
ing well; once again our PCBs are being widely used ininno-
vative inverters. Despite these successes, the total volume
with customers from the industrial area was down 8.7%

Order intake by quarters (EUR million)

compared to the previous year, due among other things to
capacityissues. Salesamounted to EUR 21.0 million (2015:
EUR 23.0 million).

In the assessment of sales regions, there is a slight shift
from Europe to Asia. Whereas 90.6% of Group sales was
still realised in Europe in 2014 and that figure was 85.7%
in 2015, this share fell in the reporting year to 81.7%. The
gradually increasing internationalisation of the sales mar-
kets reflects, on the one hand, the successes of broader
sales activities, and on the other, the result of the con-
stantly increasing production base of our customers out-
side Europe. The expansion of sales in Asiawas achieved in
particularin China, South Korea and the Philippines. Sales
to American customers are also rising. Since 2014, sales
on the American continent have almost tripled, reaching
EUR 12.6 million in the reporting year.

In addition to expanding the ScHwEIZER sales basis, the
share of sales achieved via our Asian cooperation partners
also increased. The volume from production in Schram-
berg reduced slightly to EUR 103.2 million (2015: EUR 104.2
million), while sales from trade goods of partners rose to
EUR 12.7 million.

The order book increased on the previous year by 6.2%
to EUR 158.4 million. The book-to-bill ratio was 1.08. The
increase in the order book was attributable, inter alia, to
a longer material planning time on the part of the custom-
ers. The sum total of orders to be delivered in 2017 already
amounted to EUR 108.2 million as at the balance sheet date.

Sales by quarters (EUR million)
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The gross margin of the Group reached EUR 17.5 million. Due,
inter alia, tothe increased share of trade goods, this meant
a decline on the previous year's figure by EUR 2.8 million.
The gross margin in the group was thus 15.1% (2015: 17.5%).

ScHWEIZER produces progressively more complex products.
The share of more simple standard products is shrinking
more and more. 2016 was characterised by larger prod-
uct ramp-ups, which due to their great degree of com-
plexity in the ramp-up phase required particularly inten-
sive support and only achieved low contribution margins
during the ramp-up. Within the framework of internation-
alisation, additional capacities were added in China in the
area of production planning and supply chain, which are of
critical importance for the anticipated expansion of busi-
ness with our Chinese partner WUS and for the effective
support of German production. Furthermore, the sales
costs rose due to the somewhat increased sales volume
produced by our Asian partner, and the higher personnel
costs. Finally, under-utilised capacities at non-European
competitors lead to more intensive price pressure on the

Sales by region
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customer side. Also, business with automotive customers
recorded the highest growth potential for PCB manufactur-
ers globally. Consequently, new, in particular Asian, man-
ufacturers increasingly gained ground in this market seg-
ment and stepped up the competitive pressure.

In the area of sales and administrative overheads, there
were only minor changes compared to the previous year.
In this respect, the sales and marketing expenses rose by
EUR 0.2 million. This was due largely to higher expenses for
trade fairs. At EUR 13.2 million, administration expenses
were down EUR 0.6 million on the previous year.

Other operating expenses totalled EUR 1.0 million (2015:
EUR 1.5 million). Other operating income remained con-
stant at EUR 2.8 million.

In summary, the operating result/EBIT in 2016 was thus
EUR 1.8 million. The EBIT ratio was 1.6%. Depreciation
of tangible assets and software was hardly changed and
amounted to EUR 7.7 million (2015: EUR 7.6 million). Thus

Germany.
EUR million 2016 2015 59%
Germany 68.6 70.5 America
11%
Europe (excl. Germany) 26.2 28.6 116.1
Asia 8.4 5.2 Asla_____ Million EUR
America 12.6 11.0
: Europe
Other countries 0.3 0.3 (without Germany)
116.1 1156 23%
Sales according to customer group
Automotive
EUR million 2016 2015 76%
Automotive 87.8 84.7
Other 116.1
Industry 21.0 23.0 6% Million EUR
Other 7.3 7.9
Industry
116.1 115.6 18%
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earnings before interest, taxes, depreciation and amorti-
sation (EBITDA) amounted to EUR 9.5 million. This corre-
sponds to an EBITDA ratio of 8.2%, which was below our
targetrange of 9to 10%. The result was impacted by larger
product ramp-ups, the returns of which were weaker in
the ramp-up phase, and through disproportionately higher
personnel costs for additional development capacities and
special shifts in production.

The financial result amounted to EUR -756 thousand (2015:
EUR -924 thousand). Consequently, the earnings before
tax (EBT) totalled EUR 1.1 million (2015: EUR 2.8 million).

Income taxes fell to EUR 446 thousand (2015: EUR 1,273
thousand). Thus annual net income fell to EUR 0.6 million
(2015: EUR 1.5 million).

NET ASSETS AND FINANCIAL POSITION

Atthe endof the reporting year, ScHwWEIZER's assets amounted
to EUR 117.7 million. Compared to the previous year, that
represents a slight change of EUR 1.7 million or 1.4% of the
balance sheet total.

The non-current assets changed only slightly compared to
the previous year and amounted to EUR 68.5 million (2015:
EUR 67.2 million). The value of the fixed assets and intan-
gible assets rose by EUR 1.2 million to EUR 64.6 million.
The higher valuation of the shares in Meiko Electronics Co.
Ltd. caused the value of our participating interests to rise
to EUR 2.3 million. The shares in Meiko Schweizer Elec-
tronics Hong Kong were reduced to EUR 1.4 million. Cur-
rent assets fell EUR 2.9 million to EUR 49.2 million. While
cash and cash equivalents still amounted to EUR 9.5 mil-
lion (2015: EUR 13.3 million, trade and other receivables or
assets remained almost constant at EUR 23.4 million (2015:
EUR 23.3 million). Inventories increased by 4.9% to EUR 16.2
million. Larger maintenance works on the machinery at the
end of the year were cushioned by pre-production, in order
to be able to guarantee delivery capability without inter-
ruption. In the process, working capital increased slightly
to EUR 23.0 million (2015: EUR 22.4 million).
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Bank loans reduced - equity at a high level

Debts rose in the reporting year by EUR 0.9 million to
EUR 52.8 million. Interest-bearing loans were reduced to
EUR 8.6 million (2015: EUR 9.9 million). While the deferred
tax liabilities fell to EUR 4.2 million, provisions for defined
benefit pension plans rose, due to contractual increases
and a further reduction of actuarial interest, by EUR 2.0
million to EUR 21.6 million. Trade payables fell slightly by
EUR 0.2 million to EUR 7.4 million.

The net gearing ratio stood at -1.5% at the end of the report-
ing year. Consequently, the interest-bearing bank balances
were higher than the interest-bearing liabilities.

The equity base remains at a high level and speaks for the
financial stability of the Group. Equity amounted to EUR 64.8

million and thus corresponds to an equity ratio of 55.1%.

Balance sheet structure

56% @ 58%

Fixed SEY BYAS Equity Capital
Assets
29% 28y oneterm
Current 44% 42% borrowed Capital
Assets
16% 15% Short-term .
borrowed Capital
2015 2016 2016 2015



High investments financed from operating cash flow

In the past fiscal year, investments were made in fixed
assets and software in the amount of EUR 7.3 million
(2015: EUR 4.2 million). The investments were focussed on
eliminating the bottlenecks that had occurred due to the
increasing technological requirements of the product port-
folio. Furthermore, a combined heat and power unit and a
telecommunications system were installed in the report-
ing year. The investment sums amounted to EUR 1.5 mil-
lion and EUR 0.2 million respectively, and were financed
through leasing. Overall, investment in the Schramberg
plant amounted to EUR 9.0 million, which corresponds to
an investment ratio of 94.9%. The company disinvested
from the joint venture with Meiko Electronics Co. Ltd., i.e.
Meiko Schweizer Electronics Hong Kong Co. Ltd. resulting
in a cash inflow of EUR 949 thousand. In total, cash flow
from investment activity amounted to EUR -6.4 million
(2015: EUR 0.2 million). This does not include the leased
investment goods.

The necessary funds were largely covered from operat-
ing cash flow. Cash flow from operating activities was
EUR 6.5 million (2015: EUR 4.9 million). Starting from earn-
ings before tax of EUR 1.1 million, the most important non-
cash movements were the depreciation of EUR 7.7 million
and interest expenses of EUR 1.0 million. Income tax paid
amounted to EUR 3.2 million.
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Cash flow from financing activities totalled EUR -4.0 mil-
lion. The largest individual items were the dividend pay-
ment of EUR 2.4 million. ScHweIzer paid out a dividend of
EUR0.65 per share in the previous year. No additional loans
were taken out. During the year, money market loans were
availed of at times, but these were all paid back in full at
the year's end. Repayments for current loans amounted
to EUR 1.4 million.

In total, therefore, the cash and cash equivalents fell EUR
3.8 million to EUR 9.5 million.

Cash flow (EUR million)

Cash flow from Cash flow from | Cash flow from

current business investment financial
activities activity activities
6.5
49
0.2
-2.7
-4.0
-6.4
® 2016 2015
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SCHWEIZER ELECTRONIC AG

Explanations according to HGB

The status report of SCHWEIZER ELECTRONIC AG is pre-
sented for the first time with the Group status reportin a
summarised status report.

SCHWEIZER ELECTRONIC AG, headquartered in Schramberg,
is the parent company of the Group and manages the hold-
ings directly and indirectly owned by it. The business per-
formance of the parent company is closely linked to the
performance of the subsidiaries and associated companies.

EARNINGS POSITION

Income statement according to HGB (condensed version)

Sales revenue

Cost of sales

Gross profit

Distribution costs

General and administration expenses
Other operating income

Other operating expenses

Other interest and similar income
Depreciation on financial assets
Interest and similar expenses

Taxes on income and revenue
Earnings after tax/annual net income
Profit carried forward

Deposits in other profit reserves
Balance-sheet profit

SCHWEIZER ELECTRONIC AG achieved sales of EUR 117.0
million in the reporting year (2015: EUR 115.5 million). Dis-
counting an effect in the amount of EUR 1.1 million due to
the definition of sales revenues according to the German
Accounting Directive Implementation Act (Bilanzrichtlin-
ie-Umsetzungsgesetz; BiLRUG) that is to be applied as of
business year 2016, sales increased slightly on the previ-
ous year by 0.2%.

The order book increased on the previous year by 5.9% to
EUR 157.9 million.
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Moreover, the performance of SCHWEIZER ELECTRONIC AG
isinfluenced by the same economic framework conditions
as the Group and is also subject to the same prerequisites
in terms of the risks and opportunities.

The annual financial statement of SCHWEIZER ELECTRONIC
AG is prepared according to the German Commercial Code
(HGB). The consolidated financial statement complies with
the International Financial Reporting Standards (IFRS). This
results in certain differences with regard to recognition
and measurement.

2016 2015

€ thou- € thou-
sands sands
117,006 115,539
-95,038 -91,362
21,968 24,177
-4,223 -3,920
-12,384 -12,474
2,615 2,212
-920 -1,485
41 12
-119

-999 -711
-1,369 -2,236
4,728 5,457
2,958 2,945
2,300 3,000
5,386 5,402

The gross margin stood at EUR 22.0 million, which corre-
sponds to a decline on the previous year of EUR 2.2 million.
The gross margin of SCHWEIZER ELECTRONIC AG thus stood
at 18.8% (2015: 20.9%). 2016 was characterised by larger
product ramp-ups in the Schramberg plant, which due to
their great degree of complexity in the ramp-up phase
required particularly intensive support and only achieved
low contribution margins during the ramp-up. Further-
more, personnel costs rose disproportionately, due to the
need for additional development capacities and special
shifts in production.



Other operating income of EUR 2.6 million includes an
upward revaluation of the shares in Meiko Electronics of
EUR 1.5 million. This upward revaluation corresponded to
the performance of the stock market price of the Meiko
Electronics share as at the year end.

The operating result/EBIT in 2016 was EUR 7.1 million (2015:
EUR 8.5 million). The EBIT ratio thus stood at 6.0%. Earn-

ASSET POSITION

Balance sheet according to HGB (condensed version)

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
Total assets

LIABILITIES

Equity capital

Provisions

Payables and other liabilities
Deferred tax liabilities

Total equity and liabilities

As at 31 December 2016, the assets of SCHWEIZER ELEC-
TRONIC AG had increased by EUR 3.2 million to EUR 90.9
million.

Non-current assets increased on the previous year's fig-
ure by EUR 6.6 million to EUR 47.3 million. The rise in fixed
assets resulted primarily from investments in bottle-
neck areas. Overall, investment in the Schramberg plant
amounted to EUR 9.0 million.
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ings before interest, taxes, depreciation and amortization
(EBITDA) amounted to EUR 9.4 million (2015: EUR 12.3 mil-
lion). This equates to an EBITDA ratio of 8.1%.

Income taxes fell to EUR 1.4 million (2015: EUR 2.2 million).

Thus annual net income came to EUR 4.7 million (2015:
EUR 5.5 million).

31/12/2016 31/12/2015

€ thou- € thou-
sands sands
926 1,165
33,328 27,976
13,015 11,479
47,270 40,620
15,859 15,074
19,476 19,542
7,947 12,050
43,282 46,666
319 340
90,871 87,626
53,750 51,452
12,128 11,452
24,827 24,570
166 152
90,871 87,626

While deferred tax liabilities increased a little, provisions
for pensions and similar obligations reduced slightly by
EUR 41 thousand to EUR 7.0 million.

Equity had increased as at the balance sheet date by EUR 2.3

million to EUR 53.8 million. This corresponds to an equity
ratio of 59.2% (31 December 2015: 58.7%).
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CHANGES IN PERSONNEL

Changes in the Management Board since the end of the
business year

Since the withdrawal of Dr Maren Schweizer from the Man-
agement Board on 1 February 2017, the Management Board
still comprises two members.

FORECAST REPORT

The forecast report is based on the budget plan adopted in
November 2016 by the Supervisory Board for the SCHWEIZER
Group. The fundamentals of the budget include a number
of internal analyses and the forecasts of external institutes
that focus particularly on the performance of the PCB mar-
kets. Furthermore, additional findings as at January 2017
were taken into consideration for this forecast report, inso-
far as they could have a significant influence on the busi-
ness activity of SCHWEIZER.

The central external premise of the budget was that the
overall economic situation would remain stable and con-
tinue to grow a little, in particular the European and inter-
national automotive markets. Internally, the forecast was
based on the assumption of an unchanged Group struc-
ture of the company without external growth.

Inthe opportunities and risks report, additional factors are
listed that could cause deviations from this forecast report.

Economic trends in the most important sales markets

In 2017, the lion's share of ScHwEIzER's sales will once again
be realised in Europe. Our customers supply their end prod-
ucts predominantly to European end customers, but also sell
certain quantities to America and Asia, particularly China.

According to the panel of experts, moderate growth in GDP
of 1.4% is expected for the euro area in 2017. This growth
is supported by the expectation that the expansive mone-
tary policy of the European Central Bank (ECB) will continue
in 2017. A very heterogeneous development of the differ-
ent member states is expected overall. Economically mid-
range countries like Spain, the Netherlands and Belgium
could see above-average growth. Germany - which is the
most important market for ScHwEIzer - could on the other
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hand, expand a little less than average at 1.3%.

Growth in the United Kingdom should slow significantly in
2017 due to Brexit. A dramatic fall, however, is not to be
expected according to the panel of experts. Growth fore-
casts for the United States are positive. Thus an increase
in GDP of 2.3% is forecast. No potential positive or negative
effects from the change in government have as yet been
takeninto consideration here. In China a slight deceleration
in growth to 6.3% has been recorded in 2017.

Overall, ScHweizer's target markets are stable with con-
tinued moderate growth, with the result that no negative
influences need be assumed here.

Automobile markets

Again for 2017, ScHWEIZER is expecting a strong sales focus
on customers from the automotive segment. Here, we are
focussing on future applications to reduce CO, emissions
and on electromobility, safety applications and autono-
mous driving.

The Verband der Deutschen Automobilindustrie (German
Association of the Automotive Industry; VDA) is forecasting
market growth for 2017 of 2% worldwide in the passenger
carsegment. The sales markets in Europe and the USA are
expected to be stable, while growth of 5% on the 2016 fig-
ure isassumed for China. As a result of Brexit, a drop of 8%
in passenger vehicle sales is expected for the United King-
dom. Sales of 83.6 million units are expected worldwide.

In 2016, barely 1% of newly registered vehicles were fit-
ted with an electronic drive system. By 2025, the VDA cur-
rently assumes that this share will range from 15 to 25%.
On the basis of these forecasts, investments at the OEMs
and suppliers will increase by 2020 to exceed EUR 40 bil-
lion for alternative drives. These investments are essential
if the climate change targets are to be achieved.

The second major future trend, networked and automated
driving, also has utmost priority in the German automo-
tive industry. Six of the top ten places worldwide of com-
panies with the most patents in the area of autonomous
driving are occupied by German firms: Audi, BMW, Daim-
ler, Volkswagen, Continental and Bosch.



This serves to confirm that the technological focus points
and core customers remain a stable basis for the devel-
opment of SCHWEIZER.

PCB markets

For 2017, slight growth of 1.7% is expected for the PCB mar-
ket (source: NTI). By far the largest increases are expected
in applications for the automotive industry, while for the
otherareas of application such as computers, communica-
tions, medical/industry and aero/defence only low growth
rates are to be expected. In 2017 too, automotive will rep-
resent the fifth largest segment in the world PCB market.
In Europe, the automotive segment occupies second place.
Forthe subsequentyears up to 2020, an above-average rise
inthe PCB market is anticipated (source: Prismark). This is
attributable to the increasing wealth of consumers in the
emerging-market countries and to the disproportionate
rise in the amount of electronics in machines, in the trans-
port market, in energy generation and in the health sector.

The European PCB market will also decline in the coming
years. By 2020, an annual decline of 2to 3% p.a. isassumed
(source: Prismark). These expectations are based on past
experiences, the increasing competitive pressure from Asia
and the fluctuating supplier base in Europe.

Sales expectation and earnings trend

For 2017, ScHweIzeR is therefore expecting sales growth,
which at 2 to 4% is forecast to be slightly above that of
the previous year.

A positive development is largely expected in the area of
technologically sophisticated products from the focus areas
of system costs reduction and power electronics, which will
find their way into applications for electromobility, sensors
for safety systems and autonomous driving. Consequently,
we expect further growth with customers from the auto-
motive sector. Within the framework of the diversifica-
tion strategy for the customer portfolio, increases in sales
to customers from the aviation sector are also expected
resulting from the competition being squeezed out of the
market. Initial sales via the strategic partnership with
WUS Printed Circuit (Kunshan) Co., Ltd., China in the field
of high-frequency applications are forecast.
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These expectations are already largely met through orders
on hand. These can still be changed by the customers how-
ever. Currently, the situation in terms of the supply of cop-
per foils and laminates is critical - particularly in Asia. This
has come to pass because the PCB industry is competing
more and more with the demands of the battery indus-
try for copper foils and thus the threat of a global under-
supply looms large. In the forecast, however, no drop-off
in sales due to the lack of supplier materials is taken into
consideration. ScHWEIZER's needs are currently still suffi-
ciently covered.

The result is expected to be slightly better for 2017. The
Group is still striving to achieve an EBITDA ratio of 8 to 9%
of sales. With that, we are assuming that the ratio between
sales arising from production in Schramberg and those aris-
ing from production by our Asian partners, will not shift
significantly. This means an increase in growth will come
from both areas. This assumption is important, because
given the smaller internal value-added share of the prod-
ucts from the Asian partner production plants, the mar-
gins are also correspondingly smaller. Furthermore, this
forecast does not include any unplanned special effects,
which could have either a positive or a negative impact
on the result.

Investments

Increasingly, the success of the Schramberg production plant
must be ensured through targeted investment in the latest
plant technology. Here factors such as maximum accuracy,
great flexibility and profitable use play the most important
role. Furthermore, the IT systems in place are also increas-
ingly among the success factors for a high-tech plant in
Europe. Significant investments in new and more intelligent
software are also critical for this.

While 2016 saw a focus on eliminating bottlenecks, in 2017
ScHwEIZER will concentrate more on upgrading its technol-
ogy. On the basis of plans for the different areas, we are
assuming an investment ratio of a little over 50% of the
EBITDA. Investments in external growth are not included
in this forecast.

ScHwelzer's financial situation also opens up the opportu-
nity of continuing to develop through external growth in
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the form of acquisitions. Investments within the frame-
work of acquisitions are not included in the forecast, but
are not excluded by management should promising oppor-
tunities arise.

Liquidity and financing

On the basis of the forecast development of the operat-
ing result and the expected investment requirements in
Schramberg, we anticipate continued net indebtedness in
the low single-digit range. It was possible to finance most
of the investment in the Schramberg location from oper-
ating cash flow.

Stability can also be assumed for the working capital. Cus-
tomer payment terms are currently displaying no tendency
towards significant change; likewise the overall customer
structure. With increasing sales, however, a rise in receiv-
ables is also expected.

Overall, we are also thus assuming a stable development
of the equity ratio, which continues to fluctuate between
55 and 60%.

Overall statement on future development

ScHwEIzER has transformed in recent years into an esteemed
European partner of the automotive industry. The early
focus on important megatrends such as electromobility,
automotive safety and autonomous driving and sensor
systems has put the company in a very promising posi-
tion in one of the most interesting growth markets in
the global PCB business. While the focus issue of safety
including lighting concepts is already currently experi-
encing a boom, we believe that the other focus issues will
develop increasingly positively over the coming years. Uti-
lising a future-looking and sustained corporate strategy,
ScHwelIzer should be able to grow quantitatively and qual-
itatively into the future and remain a preferred partner to
its most important customers.

Duetotheclose integration and its weight within the Group,
the outlook for SCHWEIZER ELECTRONIC AG is reflected in
the forecast report of the Group. This means that, like the
Group, we also expectaslightincrease in sales and results
here. The balance sheet KPIs are forecast to change only
slightly.
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Forecast for the SCHWEIZER Group

2016 actual 2017 forecast
Sales/Growth ratio EUR 116.1 +2-4%
million

EBITDA EUR 9.5 million EUR 9.5to
10.5 million.

EBITDA ratio 8.2% 8-9%
Investment ratio 94.9% Alittle over 50%
Net gearing ratio -1.5% Low single digits
Equity ratio 55.1% 55 -60%

EUR 23.0 million Stable within the
framework of
sales growth

Working capital

OPPORTUNITIES AND RISKS REPORT

For SCHWEIZER, as a family firm and supplier of technologi-
cally outstanding and safety-relevant products, the struc-
tured and transparent assessment of opportunities and
risks is essential for our business activity and our corpo-
rate goal of achieving sustained company success. The
opportunities to realise growth and the introduction of
new technologies must always be weighed against the
associated risks. Against this backdrop, our risk strategy
is aligned, on the one hand, towards realising opportuni-
ties that arise, and on the other, towards actively reduc-
ing risks by means of countermeasures and, in particu-
lar, avoiding risks that threaten the very existence of the
company. To this end, risk management is closely linked
with corporate planning and the implementation of our
corporate strategy. All Group companies are integrated in
ScHWEIZER's risks and opportunities management system.

The structure of our risk policy is based on a number of
different, complementary elements within a risk manage-
ment and control system. As part of an internal reporting
process, function-specific issues and related opportuni-
ties and risks are reported on to the Supervisory Board
and the Management Board. In this context, the Manage-
ment Board and the Supervisory Board receive, inter alia,
an annual risk report which is created on the basis of qual-
ity assurance measures using arisk scoring system. For risk
identification and evaluation, other information sources



are also used, such as the weekly rolling liquidity plan and
the regular management reports. Furthermore, potential
material risks and opportunities and the required meas-
ures are discussed weekly by the Management Board and
the management staff. Risks are evaluated on the basis of
all the information that the management has available to
it. The internal control system with respect to the account-
ing system (ICS) is another element here.

INTERNAL CONTROL AND RISK MANAGE-
MENT SYSTEM WITH RESPECT TO 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 complies
with regulatory requirements. For this to be achieved, com-
pany-wide compliance with statutory provisions and inter-
nal company rules is essential. Clear ownership of processes
is assigned. The internal control system fulfils the require-
ments for effectiveness and forms part of the accounting
process in all significant legal entities and corporate func-
tions. The system monitors the principles and procedures
on the basis of preventive and detective controls.

The internal control and risk management system govern-
ing the financial accounting process is not formally defined
by law. ScHwEIzer therefore follows the definitions of the
Institut der Wirtschaftsprifer in Deutschland e.V. (Insti-
tute of Public Auditors in Germany), based in Disseldorf,
concerning the accounting-related 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 and con-
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solidated financial statement including the status report.

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 con-
trols at Management Board level

= Preventive control measures in the finance and account-
ing system as well as in all operational company pro-
cesses that provide salient information on the com-
position of the financial statement and consolidated
financial statement with the status report, including
a division of functions and pre-defined approval pro-
cesses in relevant areas

= Measures to assure the correct, computer-based pro-
cessing of data and facts relating to 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 signif-
icant risks as well as measures to limit risks, in order
to ensure the correctness of the finance committee
statement.

The effectiveness of the internal control system governing
the financial accounting process is systematically evalu-
ated. Initially, an annual risk analysis is performed and the
defined controls revised, if necessary. At this stage, signifi-
cant risks with regard to the financial accounting and finan-
cial reporting process are identified and updated. The con-
trols defined for the identification of risks are documented
ina 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 documented and
reported in a standardised system. Where weaknesses in
the control system are identified, these are rectified tak-
ing 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
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informed of any significant control weaknesses that are  subject to ongoing revision in line with internal and exter-
found as well as the effectiveness of the controls put in  nal requirements. The system is improved in order to con-
place. Therisk management and internal control systemis  tinuously monitor the relevant risk areas.

RISK AND OPPORTUNITY MANAGEMENT SYSTEM

We divide opportunities and risks into four main categories: strategy, finance, operations and compliance.

SCHWEIZER risk management system

Strategy Finance Operations Compliance

Market and competition Liquidity Procurement Patents/copyrights
Technology Exchange rates/interest Processes (incl. IT) Personnel/employees
Customers rates Legal risks Insurance management

Participating interests

OVERALL ASSESSMENT

The Management Board assesses the corporate opportunity and risk profile for the categories Strategy, Finance, Oper-
ations and Compliance once yearly. The most important information sources are the ScHweizer risk management sys-
tem and other internal and external analyses and reports. Finally, the Management Board uses its own assessments

to arrive at a final overall evaluation.

On the basis of the current information, the following opportunity and risk assessment was determined:

Risk Opportunity
Strategy Medium High
Finance Medium Medium
Operations Medium Low
Compliance Medium Low
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Strategy

Market and competition (Risk: medium - Opportunity: high)
The ScHwelzer sales market is heavily concentrated on auto-
motive customersin Europe. Compared internationally, the
talent for innovation of European automotive suppliers
is the strongest in the world. Both through technological
competence and geographical proximity to the customers'
development teams, SCHWEIZER has an extraordinary oppor-
tunity toincrease our success as a reliable partner for this
market. This trend is getting stronger due to the ongoing
consolidation of the PCB industry in Europe.

Europe as a production location for the PCB industry con-
tinues to stagnate and in some cases is even in decline.
This could even be exacerbated by the as yet unforeseea-
ble consequences of Brexit. Current European PCB manu-
facturers can thus only achieve further growth in the Euro-
pean market by forcing out the competition. To ensure
that this growth is not to the detriment of the price struc-
ture of the products, ScHweizer differentiates itself from
the competition through utmost ingenuity and a thorough
understanding of the systems, through high flexibility and
impeccable quality.

The competitive situation in the automotive segment is
gaining momentum internationally. In particular, Asian PCB
companies are forcefully trying to establish themselves in
this customer segment, in order to profit from the poten-
tial growth opportunities and to better diversify their cus-
tomer portfolios.

Technology (Risk: medium - Opportunity: high)

For some years now, ScHwEIzer has been concentrating
increasingly on the focal points of CO, reduction and e-mo-
bilityand on technologies relating to safety and autonomous
mobility. Both are markets with significantly above-aver-
age growth rates and high innovation speed. The coopera-
tion with Infineon Technologies AG also targets these focal
points. Asaresult of the very long lead times for such devel-
opments in the automotive industry, SCHWEIZER occupies
an excellent starting position for further growth.

Both the innovation speed and the complexity of the prod-
ucts are increasing constantly. This combination leads to
increased challenges for product development and qual-
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ity management. The growing need for innovative pro-
cesses and materials poses huge challenges for the sup-
plier base and internal process management, in order to
keep product quality, flexibility and delivery reliability at
the high level that customers demand.

Customers (Risk: medium - Opportunity: medium)

In recent years, SCcHWEIZER has established itself well as a
strong, reliable technology partner for European automo-
tive suppliers. This opens up good opportunities to profit
increasingly from the innovative talent of these customers.
ScHWEIZER'S most important customers are global leaders
in their segments. Many of the most important custom-
ers have their development centres in southern Germany,
meaning that ScHweizer can remain constantly in close
contact with the engineers. The market entry barriers
are therefore quite high for new competitors. The trend
towards relocating development activities abroad that
was observed in the past has levelled off.

Overall, the dependency on the automotive sector has also
increased and so too has the risk of participating dispro-
portionately in an economic weakening of the automo-
tive sector. To expand the customer portfolio, SCHWEIZER
has started to engage with aviation/aerospace customers.
Both the batch sizes and the technological and qualitative
requirements of aviation customers are very well suited to
the technology plant in Schramberg.

Finance

Liquidity (Risk: low - Opportunity: medium)

Thanks to an appropriate investment strategy and a divi-
dends policy based essentially on free cash flow, SCHWEIZER
has for some years now had no or only insignificant net
debts. This means that our liquidity has been the same as
or even higher than our bank debts. Liquid assets can be
accessed quickly if required. In addition, sufficiently high
credit lines are available, but these were hardly utilised at
all. Via a weekly liquidity forecast, potential bottlenecks
are analysed early and counteracted. ScHweIzeRr is classed
as investment grade by its banks, so financing is possible.

Material risks involve a credit risk for large customers.

In the event of an unexpected, material deterioration in
credit worthiness, large-scale bad debts can arise. Over-
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all, the credit rating of our most important customers has
improved constantly over recent years. SCHwWEIZER attaches
particular importance to credit risk management. Inter-
nal and external information sources are evaluated for all
customers at regular intervals. These analyses form the
basis for internal credit limits. If internal credit limits are
exceeded, a special release from the Management Board is
generally required. If there are indications of a significant
deterioration in credit worthiness, various escalation stages
come into force depending on the circumstances, which
can lead to the non-acceptance of new orders. The Man-
agement Board regularly reviews whether credit insurance
policies are necessary for the most important customers.

Exchange rates/interest rates

(Risk: medium - Opportunity: medium)

The exchange rates of the most important currencies
against the euro have been subject to significant fluctu-
ations in recent years. It cannot be excluded that, due to
the uncertain development of the economies in the euro
area, the euro may continue to weaken against the most
important global currencies, particularly the US dollar. As
the most important commodities markets are quoted in
US dollars, this would have a negative impact on the pur-
chase prices of commodity-based materials such as copper
foils or laminates. Likewise, the purchase prices of PCBs
from the production facilities of our Asian partners could
increase on a euro basis. SCHWEIZER counteracts these risks
using adjusted selling prices within the framework of the
offer costing. We also use derivative financial instruments
to hedge risks from volatile commodity prices, particularly
for gold and copper. The use of such financial instruments
is subject to strict guidelines.

Ontheother hand, thereis the possibility that PCB importers
from the USD area will lose competitivity in Europe, which
would benefit Europe as a production location.

The hedging instruments used by ScHweizer take into
account existing foreign currency receivables and paya-
bles as well as expected payment flows. Derivative finan-
cialinstruments are used in order to reduce currency risks
and secure the calculation basis for customer orders. Cur-
rency risks are monitored and managed centrally.
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As ScHweizer only has a very low level of indebtedness, the
risks of an increase in the general interest level are low. A
further decline in the interest rate level would have a fur-
ther negative impact on the result due to the required dis-
count-factor-related transfers from pension provisions.

Participating interests (Risk: high - Opportunity: high)
ScHwEIZER holds a participating interest in Meiko Electron-
ics Co., Ltd. The value of this financial investment is meas-
ured inaccordance with the respective year-end rate on the
stock market. As stock market prices are often exposed to
significant fluctuations, not inconsiderable opportunities
and risks arise for the result of the company in the evalu-
ation of the holding.

Operating risks

Procurement (Risk: medium - Opportunity: low)
ScHWEIZER has for several years been pursuing the strat-
egy of being less and less dependent on individual suppli-
ers. In addition to this dual source strategy, procurement
has experienced a stronger degree of internationalisation,
in particular from Asia.

There is a risk that European suppliers who are strongly
focussed on the PCB industry will, voluntarily or through
insolvency, leave the market due to the ever shrinking sales
potential. Without a quick substitute, ScHweIzeRr's delivery
capability would be put at risk.

Furthermore, there is the risk that the extremely high
growth rates on the battery market will cannibalise vari-
ous important supply materials for the PCB business. Cop-
per foils are one such example. This can lead, on the one
hand, to quota fixing on the part of suppliers, and on the
other, to a deterioration in the payment terms (prepay-
ments) and to further price increases.

Processes (Risk: medium - Opportunity: low)

The internal production planning and administration pro-
cesses are massively supported by IT systems at SCHWEIZER.
The failure of the hardware or software would materially
impair the company's ability to function, such that proper
operation could no longer be ensured. ScHwEIzER has a num-
ber of measures in place to reduce this risk. These include,
for example, hotlines, service agreements with suppliers,



backup strategies, supervision measures and redundancies.

Cyber-criminality is also viewed as an increasing risk.
This can lead to the loss of important know-how and the
manipulation of data, up to and including important sys-
tems actually coming to a standstill. The company tries to
counter this risk through various measures such as fire-
walls and security concepts.

Dangerous substances, such as chemicals, are used in the
ScHwEIZER production processes. Any environmental dam-
age could lead to significant financial consequences and
production outages.

Legal risks (Risk: medium - Opportunity: low)

The increasing complexity of products paired with the ever
greater speed of innovation increases the risk that recourse
risks due to product problems (functionality, quality, deliv-
ery reliability) will occur. Furthermore, the danger of infring-
ing patent rights also increases, which could entail legal
disputes. Increased business activity on the international
market (procurement and sales) brings with it an increas-
ing risk of exposure to foreign jurisdictions.

On the other hand, the growing number of bilateral trade
agreements between the EU and third states reduces the
legal uncertainty.

After the balance sheet date, a lawsuit was filed against
one of our foreign subsidiaries. Furthermore, there is also
arisk ofalegal disputeinrelation to the described change
of personnel of 1 February 2017. The success of one or
both lawsuits would have a significant impact on the net
assets, financial position and results of operations of the
relevant company. In our estimation, the suits have only a
small chance of success.

Compliance risks

Patents/copyrights (Risk: medium - Opportunity: low)
The number of patents and property rights in the area of
electronics and PCBs is constantly increasing. An uninten-
tional infringement of property rights in a series product
gives rise to the risk that products will no longer be per-
mitted to be manufactured or that high payments will have
to be made to the owner of the property right. To avoid
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this risk, ScHWEIZER has adopted the review of a potential
property right infringement as an important element in
the internal stage gate process during new product devel-
opment. Nonetheless, a conflict cannot always be ruled
out because interpreting patents is often quite difficult.

ScHwEIZER has invested heavily in recent years in protect-
ing its intellectual property. As a result, the likelihood of
discovering or preventing infringements of property rights
in this regard is increased.

Personnel/employees (Risk: medium - Opportunity: low)

The knowledge and experience of our employees is one of
the decisive factors in the long-term success of our Group.
Schweizer is exposed to the risk of the loss of know-how
due, inter alia, to fluctuations in personnel or retirements.
As aresult of the increasingly good employment situation

in Germany, particularly also in southern Germany, it will

become more and more of a challenge to win talented staff
with experience for SCHWEIZER. SCHWEIZER actively works
to counteract the loss of expertise through a system of
early succession planning. Furthermore, it is ensured that
acquired know-how cannot flow directly to the competi-
tion by means of anti-competition clauses and non-dis-
closure agreements.

Insurance management (Risk: medium - Opportunity: low)
In addition to the internal organisational measures to avoid
risks or counteract those that have occurred as quickly as
possible, ScCHWEIZER has a comprehensive insurance man-
agement system. As part of this, the company takes out
insurance policies for material risks, where possible and
reasonable. One point of focus of the insurance manage-
ment system is the coverage of risks that due to unfore-
seen events could negatively impact on the production and
business processes. This can for example be natural dis-
asters or fires. A second point of focus is the insurance of
third party damages caused by lack of product quality or
damages to third parties caused by the company, such as
environmental damage. As not all potential risks can be
insured against or cannot reasonably be insured against, a
residual risk does remain for SCHWEIZER, which is covered
through internal compliance management and defined
management processes, such as for example IT data secu-
rity using firewalls and recovery processes.
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OVERALL ASSESSMENT

The Management Board rates the existing risks as manage-
able and, from today's perspective, considers the continued
existence of the Group and of SCHWEIZER ELECTRONIC AG
as not being at risk. The sum total of the individual risks
defines the overall risk of the Group. SCHWEIZER ELEC-
TRONIC AG is subject essentially to the same risks and
opportunities as the entire ScHweizer Group. SCHWEIZER
ELECTRONIC AG shares in the risks of its subsidiaries and
affiliates in principle according to its stake in those com-
panies.

The opportunities/risk ratio has hardly changed in compar-
ison to the previous period. Excellent technological posi-
tioning, particularly with respect to automotive custom-
ers, and partnerships with renowned PCB producers and
semiconductor manufacturers, have reinforced the high
level of opportunities in the Strategy category. The compe-
tition, including particularly that from Asia, is making pro-
gress all the time in terms of technological know-how. But
neither does this represent afundamental difference with
respect to the past. The success of SCHwWEIZER has been, is
and will be dependent on being faster than the competition.
The continued healthy economic situation of the com-
pany, coupled with atrust-based cooperation with outside
creditors and equity investors underpins a stable positive
financial situation. Even the uncertainties in the currency
and interest rate environment due to the change of gov-
ernment in the United States or to Brexit do not currently
appear to be leading to material disruptions.

Newer risks like cybercrime exist, but are not causing any
issues for SCHWEIZER and are, where possible, sufficiently
covered by internal processes or external insurance poli-
cies - just like the unforeseeable risks.

ScHweIzeR is confident that through the established oppor-
tunity and risk management system within the company,
it will also be possible in the future to detect opportuni-
ties and risks at an early stage and thus that the risk situ-
ation as it currently stands can be successfully countered
and that potential opportunities can be utilised.
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MATTERS RELEVANT TO
ACQUISITIONS

(according to Section 289(4) and Section 315(4) HGB)

COMPOSITION OF THE SUBSCRIBED CAPITAL

The company's share capital of EUR 9,664,053.86 is divided
into 3,780,000 registered shares (no-par-value 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

The Management Board was made aware, via commu-
nications received regarding important voting interests
according to Sections 21 and 22 German Securities Trad-
ing Act (Wertpapierhandelsgesetz; WpHG), as at the bal-
ance sheet date, of the existence of the following direct or
indirect participating interests in the capital of the com-
pany which exceed 10% of the voting rights:

Number of Share of vot-

voting rights  ing rights
Christoph Schweizer 481,800 12.75%
Bernd Schweizer 396,707 10.49%

SHARES CONFERRING SPECIAL CONTROL RIGHTS
There are no shares conferring special control rights.

TYPE OF VOTING RIGHT CONTROLS IN THE CASE OF
PROFIT-SHARING PROGRAMMES

There are no profit-sharing programmes or comparable
arrangements whereby employees have participating inter-
ests in the capital without being able to directly exercise
their control rights.



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 out in Sections
84 and 85 of the German Stock Corporation Act (Aktieng-
esetz; AktG) and in Section 5(2) of the company's Arti-
cles of Association, are as follows: The Supervisory Board
determines the number and appointment of Management
Board members as well as their withdrawal. The Supervi-
sory Board is also responsible for appointing a member of
the Management Board as CEO. Deputy board members
may be appointed.

The prerequisites foran amendment to the Articles of Asso-
ciation are regulated in Sections 179 to 181 AktG and in
Section 17(2) of the Articles of Association. The power to
make amendments and additions to the Articles of Asso-
ciation which only affect the wording has been assigned
to the Supervisory Board by the annual general meeting
(cf. Section 12 of the Articles of Association).

POWERS OF THE MANAGEMENT BOARD TO ISSUE AND
BUY BACK SHARES

Authorised capital

The Management Board is authorised, with the consent
of the Supervisory Board, to increase the share capi-
tal of the company up to 30 June 2021 by up to a total of
EUR 4,832,026.93 by issuing new, registered ordinary or pre-
ferred shares (no-par-value shares), once or several times,
for contributions in cash and/or in kind (authorised capital).
The authorisation encompasses the power toissue further
preferred shares (with or without voting rights) in the case
of the multiple issue of preferred shares, which have pri-
ority over or are equal to the preferred shares issued ear-
lier, when distributing the profits or assets of the com-
pany. The new shares must, in principle, be offered to the
shareholders to purchase. The Management Board is how-
ever authorised, subject to the approval of the Supervi-
sory Board, to exclude the shareholders' subscription right
under the conditions of the resolution of the annual gen-
eral meeting of 1 July 2016.
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The Management Board may only avail of the aforemen-
tioned authorisation to exclude the subscription right to
such an extent overall that the pro rata amount of the
shares issued subject to the exclusion of the subscription
right does not exceed 20% of the share capital (20 percent
limit), neither on the date the resolution is passed on this
authorisation nor at the time of its utilisation. Insofar as
use is made, during the term of the authorised capital until
its use, of other authorisations to issue or to sell company
shares or to issue rights that allow the purchase of com-
pany shares or make it obligatory, while the subscription
right is excluded, this must be credited against the afore-
mentioned 20 percent limit.

Convertible bonds, inter alia, conditional capital

The Management Board is authorised, subject to the con-
sent of the Supervisory Board, until 30 June 2021, to issue
bearer orregistered convertible bonds, warrant bonds, par-
ticipation rights, participation bonds or combinations of
these instruments (together referred to as "bonds") with or
withoutarestriction on maturity in a total nominalamount
of up to EUR 35,000,000.00 and to grant the bearers and/
or creditors of convertible or warrant bonds conversion or
optionrights to new, registered no-par-value shares of the
company with a prorataamount of the share capital of up
to EUR 4,832,026.93 overall. The issue can also be made
against contributions in kind. The shareholders generally
have a subscription right. However, the Management Board
is authorised, with the consent of the Supervisory Board,
to exclude the subscription right under certain conditions.

Any issue of bonds for which the subscription right is
excluded may only take place subject to the aforemen-
tioned authorisation, if the calculated share of the share
capital attributable to the sum of new shares to be issued
on the basis of such a bond does not exceed 20% of the
share capital, neither on the effective date nor, if this value
is less, at the time the authorisation is exercised. Shares
thatareissued orsold or that will be issued during the term
of this authorisation on the basis of another authorisation,
for which the subscription right is excluded are credited
against this limit.
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The share capital of the company is conditionally increased
by up to EUR 4,832,026.93 through the issue of up to
1,890,000 new, registered no-par-value shares (conditional
capital). The conditional capital increase is only imple-
mented insofar as the bearers and/or creditors of conver-
sion or option rights or those parties subject to a conver-
sion obligation arising from bonds, which the company or
a Group company issued on the basis of the authorisation
resolution of the annual general meeting of 1 July 2016
through to 30 June 2021, utilise their conversion or option
rights or those bearers/creditors of issued bonds subject
to a conversion obligation fulfil their obligation to convert
or if the company exercises an option to grant, in whole
or in part, no-par-value shares in the company instead of
the payment of the due monetary amount and insofar as
no own shares or other forms of fulfilment are used to ser-
vice these rights. New shares are issued at the conversion
or option price to be determined in the bond/option con-
ditions, in accordance with the aforementioned author-
isation resolution. The new shares participate in profits
from the start of the business year in which they come
into being through the exercise of conversion or option
rights, through the fulfilment of conversion obligations
or through the exercise of put options. The Management
Board is authorised, with the consent of the Supervisory
Board, to define the further details of the implementation
of the conditional capital increase.

Authorisation to acquire own shares and their use

The company is authorised, up to 30 June 2021, to acquire
own shares up to a total of 10% of the share capital of
EUR 9,664,053.86 existing at the time the resolution was
adopted or - if this value is less - the share capital existing
at the time the authorisation is exercised. At no time may
more than 10% of the relevant share capital of the com-
pany be attributable tothe shares acquired on the basis of
this authorisation together with other shares of the com-
panywhich the company had already acquired or still owns
or which are assigned to it in accordance with Sections 71
ff. AktG. The authorisation may not be used by the com-
pany for the purposes of trading in own shares; otherwise
the determination of the purpose of the acquisition is left
to the discretion of the Management Board. The Manage-
ment Board may choose to acquire shares via the stock
market, via a public purchase offer aimed at all sharehold-
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ers of the company or via a public invitation to the share-
holders to submit offers to sell. Further information can
be found in the publicly available invitation to the annual
general meeting 2016 at www.schweizer.ag/en/investor-
relations/shareholders-meeting.html.

Essential agreements for the event of a change in control
The conditions for the event of a change in control are
variously set out in individual credit agreements. Agree-
ments with an overall volume of EUR 6 million provide an
extraordinary right of termination, if one or more people,
who act jointly in the meaning of Section 2(5) of the Wert-
papiererwerbs- und Ubernahmegesetz (German Securities
and Takeover Act; WpUG), at any time in the future pur-
chase or hold directly or indirectly more than 50 percent
of the voting rights.

Compensation agreements concluded by the company

In the event of the premature loss of a position on the Man-
agement Board due to a change of control and the exercise
of the special termination right to which they are entitled
in this case, two members of the Management Board were
and are entitled to a severance payment and a compensa-
tion payment as aresult of theiremployment contract. If the
employment contract of the Management Board member
ends within six months of the change of control as a result
of exercising the special termination right, then the Man-
agement Board member is due severance payments of 1.25
times the amount of his totalannual remuneration 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 threeyears, then
the severance payments for the additional period shall be
subject to a flat-rate reduction of 25% in order to take into
account the discounting and deduction of additional benefits.

In addition, the Management Board member shall receive
compensation in the amount of twice his total annual remu-
neration, or triple his total annual remuneration, in the event
that he has been an active member of the company's Man-
agement Board for more than ten years.

The total of the severance and compensation payments shall
be limited to an amount equal to six times the total annual
remuneration of the Management Board member.



CORPORATE GOVERNANCE STATE-
MENT IN ACCORDANCE WITH SEC-
TIONS 289A AND 315(5) OF THE
GERMAN COMMERCIAL CODE (HGB)
AND CORPORATE GOVERNANCE

The corporate governance statement and information about
the act concerning equal participation of women and men
in leadership positions in the private and public sectors are
part of the corporate governance report and can be found
on the website at: www.schweizer.ag/en/investor-relations/
corporate-governance.html.

REMUNERATION REPORT

Management Board remuneration system

The remuneration of the Management Board comprises
a fixed and a variable remuneration element. The latter
is divided into a component geared towards the achieve-
ment of defined targets for the respective business year
(Medium & Short Term Incentive; "MSTI") as well as a com-
ponentwith along-term incentive effect and a proportion
of risk (Long Term Incentive; "LTI"). Where defined targets
are achieved in full, the amount of the variable remunera-
tion element MSTlis 55 - 65% of the gross annual fixed sal-
ary and the variable remuneration element LTl is 15 - 20%
(previous year 10 - 20%) of the gross annual fixed salary.
No changes were made to the remuneration system in the
year under review.

Components of the remuneration system

The fixed income component of the Management Board's
remuneration is not tied to the achievement of defined tar-
gets and is paid monthly. In addition, ancillary payments
such as the provision of a company car and insurance pre-
mium allowances are granted.

The variable income component, which relates to the tar-
gets forabusiness year (MSTI), is geared towards the attain-
ment of certain quantitative targets (EVA, working capital,
EBITDA). This remuneration component is paid following
adoption of the annual financial statement by the Supervi-
sory Board. The amount is determined by the level of goal
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attainmentand is capped at an amount of maximum 110%
or 130% of the fixed remuneration.

In addition to these two board remuneration components,
there is also a Long Term Incentive Plan ("LTIP") for Man-
agement Board members. The LTIP is a remuneration com-
ponent that offers a long-term incentive effect and a pro-
portion of risk in the form of a "share matching" plan with
afour-year banonsale. Market capitalisation and the com-
pany rating are the performance measurement criteria. The
amount is determined by the level of goal attainment and
is capped at an amount of maximum 30% or 40% (previ-
ous year maximum 20% or 40%) of the fixed remuneration.

All Management Board members receive retirement bene-
fits in the form of old age, disability and survivors' benefits.

The members of the SCHWEIZER ELECTRONIC AG Manage-
ment Board are covered by directors and officers liability
insurance ("D&O0") with an excess of at least 10 percent of
the loss amount, up to a maximum of one and a half times
their fixed annual remuneration, in accordance with the
German Stock Corporation Act (AktG).

Remuneration for the 2016 business year

In the 2016 business year, the remuneration of the entire
Management Board at Group level amounted to EUR 1,701
thousand (fixed) and EUR 907 thousand (variable). The var-
iable remuneration component includes 4,084 shares for
long-term targets.

Of this, the remuneration of members of the Management
Board of SCHWEIZER ELECTRONIC AG amounted to EUR
1,029 thousand (fixed) and EUR 682 thousand (variable) in
the 2016 business year. The variable remuneration com-
ponent includes 2,233 no-par-value shares for long-term
targets. Financial benefits from activities for subsidiar-
ies are in principle credited against the financial benefits
arising from the Management Board employment contract
with the company.

The Management Board remuneration for the business
year 2016 is disclosed in accordance with the applicable
reporting principles (DRS 17) and the recommendations
of the German Corporate Governance Code in the edition
of 5 May 2015.

59



SUMMARISED STATUS REPORT

The Management Board remuneration for the businessyear  details did not have to be disclosed for the business years
2015 is not disclosed separately due to the annual general ~ from 2011 through to 2015.
meeting resolution of 1 July 2011, which stated that these

Remuneration of members of the Management Board for the business year 2016 according to DRS 17
The total remuneration of the Management Board according to Section 285 Clause 1 No. 9a and Section 314(1) No. 6a
HGB (without pension costs) is distributed to the individual Management Board members as follows:

Total
Performance-unrelated remuneration Performance-related remuneration remuneration
Fixed Other Remuneration Remuneration
In € thousands remuneration remunerations with short- and with long-term
medium-term incentive effect
incentive effect (LTI)
(MSTI)
Dr Maren 431 309 243 36 1,019
Schweizer?
Nicolas-Fabian 270 1182 207 22 617
Schweizer
Marc Bunz 240 1182 180 19 557
Total 941 545 630 77 2,193

UThe Group remunerations of Dr Maren Schweizer comprise the remunerations of a subsidiary and of SCHWEIZER ELECTRONIC AG. The total remuneration of SCHWEIZER ELEC-
TRONIC AG amounted to: Fixed remuneration EUR 68 thousand, MSTI EUR 46 thousand and LTI EUR 9 thousand.

2This includes one-off special incentives in the amount of EUR 100 thousand each, due to organisational measures that are restricted in time.

60



Pensions of the Management Board members for the
business year 2016

The Management Board members receive retirement ben-
efits (old-age benefits, disability benefits and survivors'
benefits) in accordance with a pension commitment. The
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75% of the base salary. In the event of a premature depar-
ture, the benefit entitlement is reduced accordingly. These
benefits are outsourced to external retirement funds in the
form of reinsurance-funded pension plans and are based on
the company contributions contractually promised to the

pension commitment refers to a pension that starts being  Management Board members and paid to the pension fund.

paid out at 65 years of age and amounts to 48%, 67% or

The following table lists the allocations paid by the company for 2016 to the pension fund and the annual pension enti-

tlements already earned by the Management Board members.
Pensions of the Management Board members

In € thousands Annual pension entitlement earned  Allocations paid to pension funds

as at 31 December 2016

Dr Maren Schweizer 89 157
Nicolas-Fabian Schweizer 35 140
Marc Bunz 43 118
Total 167 415

Remuneration of members of the Management Board for the business year 2016 according to GCGC

The following disclosure of the remuneration granted and received for the 2016 business year takes into consideration
the recommendations of the German Corporate Governance Code in the edition of 5 May 2015. The sample tables rec-
ommended by the Code are used to present the information. The benefit expense corresponds to the allocation to the
pension funds.

Benefits granted Dr Maren Schweizer Nicolas-Fabian Schweizer Marc Bunz
Chairperson of the Deputy Chairperson of the
Management Board Management Board
In € thousands 2016 2016 2016 2016 2016 2016 2016 2016 2016
(Min)  (Max) (Min) (Max) (Min)  (Max)
Fixed remuneration 431 431 431 270 270 270 240 240 240
Ancillary benefits 309 309 309 118 118 118 118 118 118
Total 740 740 740 388 388 388 358 358 358
Annual variable remuneration® 280 0 560 149 0 297 132 0 264
Multi-year variable remuneration
LTI plan 86 0 172 41 0 81 36 0 72
Total 366 0 732 190 0 378 168 0 336
Benefit expense 157 157 157 140 140 140 118 118 118
Total remuneration 1,263 897 1,629 718 528 906 644 476 812

U Values refer to the Medium & Short Term Incentive ("MSTI") remuneration component.

61



SUMMARISED STATUS REPORT

Inflow

Dr Maren Schweizer
Chairperson of the
Management Board

Nicolas-Fabian Schweizer Marc Bunz
Deputy Chairperson of the

Management Board

In € thousands 2016 2016 2016
Fixed remuneration 431 270 240
Ancillary benefits 309 118 118
Total 740 388 358
Annual variable remuneration 243 207 180
(of which for previous years) (37) (71) (63)
Multi-year variable remuneration

LTI plan 36 22 19
Total 279 229 199
Benefit expense 157 140 118
Total remuneration 1,176 757 675

Benefits in the event of the premature termination of
duties

Dr Maren Schweizer and Mr Nicolas-Fabian Schweizer were
and are entitled to a special termination right in the event
of achange of control. In the event of the permissible exer-
cising of the special termination right, the Management
Board member is entitled to a severance payment and a
compensation payment. If the employment contract of the
Management Board member ends within six months of the
change of control as a result of exercising the special ter-
mination right, then the Management Board member is
due severance payments of 1.25 times the amount of his
totalannual remuneration earned on average over the past
three businessyears 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 pay-
ments for the additional period shall be subject to a flat-
rate reduction of 25% in order to take into account the dis-
counting and deduction of additional benefits. In addition,
the Management Board member shall receive compensa-
tion in the amount of twice his total annual remuneration,
or triple his total annual remuneration, in the event that
he has been an active member of the company's Manage-
ment Board for more than ten years. The total of the sev-
erance and compensation payments shall be limited to an
amount equal to six times the total annual remuneration
of the Management Board member.
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Supervisory Board remuneration system

The remuneration of the Supervisory Board is regulated in
Section 13 of the Articles of Association. The version of the
Articles of Association applicable before the change to the
Articles of Association adopted by the annual general meet-
ing on 1 July 2016 took effect is binding for the 2016 busi-
ness year. In addition to the reimbursement of expenses,
each member receives a fixed remuneration component
of EUR 8 thousand per business year as well as a variable
remuneration of EUR 400 for each 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 entitle-
ment distributed to the shareholders. The chairmanis paid
double and his deputy one and a half times this amount.
Members of Supervisory Board committees also receive a
fixed annual remuneration of EUR 2 thousand. The total
remuneration of the Supervisory Board in 2016 came to
EUR 62 thousand (fixed) and EUR 154 thousand (variable),
i.e. atotal of EUR 216 thousand.

The individualised disclosure of the remuneration of the
members of the Supervisory Board regulated in the com-
pany’s Articles of Association was not made in the notes
or the status report until and including the 2015 business
year, because no additional information that in the opinion
of the Management Board and the Supervisory Board is rel-
evant to the capital market was involved. The Management
Board and the Supervisory Board decided in March 2016
that the remuneration of the Supervisory Board members
will be disclosed individually for business years as of 2016.
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Remuneration of the Supervisory Board (excluding VAT) for the business year 2016

In € thousands Fixed remuneration Remuneration for

committee work
Michael Kowalski? 16 2
Christoph Schweizer? 12 2
Christian Schmid® 8 2
Dr Stephan Zizala® -
Carsten Brudlo 8 -
Siegbert Maier 8 -
Total 56 6

Y Based on the dividend proposal of EUR 0.65.
2 Chairperson of the Supervisory Board and member of the finance committee.

3 Deputy Chairperson of the Supervisory Board and member of the finance committee.

4 Member of the finance committee.
5 Member of the Supervisory Board since 1 July 2016.

Schramberg, 20 April 2017

SCHWEIZER ELECTRONIC AG

The Management Board

N. F. Schweizer M. Bunz

Variable
remuneration?

44
33
22
11
22
22

154

CORPORATE GOVERNANCE

Total

62
47
32
15
30
30
216
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CONSOLIDATED FINANCIAL STATEMENT

CONSOLIDATED INCOME STATEMENT

Sales revenue

Cost of sales | Manufacturing costs of goods and services
produced/performed to generate the sales revenue

Gross profit

Other operating income
Distribution costs
Administration expenses
Other operating expenses
Operating result

Financial income
Financial expenses

Earnings from participating interests accounted for using the equity
method

Earnings before taxes on income and revenue
Taxes on income and revenue

Annual net income/period result
Of which attributable to:
Shareholders of the parent company

Non-controlling interests

Earnings per share
Undiluted (= diluted) shareholding

Undiluted, based on the profit attributable to holders of ordinary
shares of the parent company

66

No. in the
notes

31

3.2

3.3

3.4
3.5

3.8

2016

€ thou-
sands

116,079

-98,553
17,526

2,756
-4,244
-13,216
-1,001
1,821

250

-1,023
17

1,065

-446

619

615

3,757,548

0.16

2015

€ thou-
sands

115,550

-95,274
20,276

2,809
-4,077
-13,786
-1,536
3,686

25

-1,022
73

2,762

-1,273

1,489

1,448

41

3,748,826
0.39
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

2016 2015
No. in the € thou- € thou-
notes sands sands
Annual net income/period result 619 1,489
Other comprehensive income
Other comprehensive income to be reclassified to profit or loss in 729 740
subsequent periods (after taxes):
Currency translation of foreign operations 4.7 -784 740
Net (loss) gain from available-for-sale 4.2 1,513 0
financial assets
Other comprehensive income not to be reclassified to profit or loss in -1,576 -52
subsequent periods (after taxes):
Gains (losses) on the revaluation of defined benefit pension plans 411 -2,187 -72
Taxes on income and revenue 3.8 611 20
Other earnings after tax -847 688
Overall result after taxes -228 2,177
Of which attributable to:
Shareholders of the parent company -101 2,144
Non-controlling interests -127 33

67



CONSOLIDATED FINANCIAL STATEMENT

CONSOLIDATED BALANCE SHEET

ASSETS

Non-current assets
Tangible assets
Intangible assets

Participating interest in companies accounted for using

the equity method
Participating interests
Other financial assets
Tax receivables
Deferred tax assets

Short-term assets
Inventories

Trade receivables

Tax receivables

Other financial assets
Other assets

Cash and cash equivalents

Balance sheet total
LIABILITIES

Equity capital

Subscribed capital

Own shares

Capital reserves

Profit reserves/balance-sheet profit
Equity attributable to shareholders
of the parent company
Non-controlling interests

Non-current liabilities

Financial liabilities

Other financial liabilities

Provision for defined benefit pension plans
Other provisions

Deferred tax liabilities

Current liabilities

Financial liabilities

Other financial liabilities

Provision for defined benefit pension plans
Trade payables

Other liabilities

Grants from public authorities

Other provisions

Total liabilities
Balance sheet total

68

No. in the
notes

4.1
4.1

4.2
43
3.8
3.8

4.4
4.5
3.8
4.3

4.6

4.7

4.9
4.10
411
4.13

3.8

4.9
4.10
411
412

4.13

31 December 2016
€ thousands

68,495
63,672
927
1,357

2,266
5

0

268

49,186
16,244
17,543
1,200
3,263
1,428
9,508

117,681

64,843
9,664
-52
21,941
32,683
64,236

607

33,898
7,209
1,306

20,694

474
4,215

18,940
1,347
393
880
7,355
4,537
0
4,429

52,838
117,681

31 December 2015
€ thousands

67,239
62,200
1,165
2,782

730
56
41

265

52,111
15,492
17,608
684
3,340
1,659
13,328

119,350

67,374
9,664
71
21,971
34,378
65,942

1,432

33,542
8,743
0
18,716
348
5,735

18,434
1,177
176
838
7,582
4,498
314
3,848

51,976
119,350



CONSOLIDATED CASH FLOW STATEMENT

Operating activities

Earnings before tax

Adjustments to reconcile earnings before taxes to net cash flows:
Depreciation and impairment of tangible assets

Amortisation and impairment of intangible assets

Expenses for share-based remuneration

Exchange differences, net

Losses from sale of tangible assets

Interest income

Interest expenses

Profit from sale of financial assets

Depreciation and impairment of financial assets

Share in earnings from participating interests accounted for using the equity method

Changes in the provision for defined benefit pension plans
(excluding changes not recognised in income)

Change in other provisions

Change in tax provisions

Change in tax receivables

Change in liabilities arising from government grants

Change in net current assets:

Change in trade
and other receivables and advance payments

Change in inventories

Change in trade
and other payables

Interest received

Interest paid

Paid taxes on income and revenue
Cash flow from operating activities

Investment activities

Proceeds from the sale of tangible assets
Purchase of tangible assets

Purchase of intangible assets

Proceeds from the disposal of financial assets
Cash flow from investment activities

Financing activities

Payments from equity reductions to other shareholders
Incoming payments from the take-up of loans
Repayment of loans

Repayment of finance lease

Dividends paid to shareholders of the parent company
Cash flow from financing activities

Net change in cash and cash equivalents
Changes in cash and cash equivalents owing to exchange rates

Cash and cash equivalents as at 1 January
Cash and cash equivalents as at 31 December
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2016 2015

No. in the € thou- € thou-
notes sands sands
1,065 2,762

4.1 7,271 7,218
4.1 415 385
4.16 77 275
300 -199

107 1

3.4 -41 -25
3.5 1,023 903
3.4 -206 0
0 119

-17 -73

4.11 444 -155
4.13 707 -648
0 -136

3.8 -476 -225
-314 20

425 -6,784

4.4 -752 127
-32 4441

41 25

-297 -392

-3,236 -2,752

6,504 4,887

4 3,352

-7,148 -3,875

-172 -341

949 1,055

-6,367 191

0 -903

0 3,000

-1,364 -2,238

-168 -81

-2,444 -2,439

-3,976 -2,661

-3,839 2,417

19 88

13,328 10,823

9,508 13,328
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

In € thousands Notes, Subscribed Own shares Capital Profit
no. 4.7 capital reserves reserves/

balance-sheet
profit

Status as at 1 January 2015 9,664 -96 22,031 34,444

Consolidated result 1,448

Other comprehensive income 696

Overall result 2,144

Change in minority interests 58

Change in own shares 26 9 170

Long-term incentives for Management -69

Board members

Dividend payout -2,439

Allocation to reserves

Status as at 31 December 2015 9,664 -70 21,971 34,377
Status as at 1 January 2016 9,664 -70 21,971 34,377
Consolidated result 615
Other comprehensive income -716
Overall result -101
Change in minority interests 689
Change in own shares 18 162
Long-term incentives for Management -30

Board members

Dividend payout -2,444

Allocation to reserves

Status as at 31 December 2016 9,664 -52 21,941 32,683
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Included in profit reserves/balance-sheet profit:

Actuarial
losses
Pension com-
mitment
-1,985
-52
-52
-2,037
-2,037
-1,576
-1,576
-3,612

Change in the
value of avail-
able-for-sale
financial
assets

1,513
1,513

1,513

Currency
translation
difference

1,056

748
748

1,804

1,804

-654
-654

1,150

Consolidated
result (attrib-
utable to
shareholders
of SEAG)

-2,458
1,448

1,448

-2,439
-3,000

-6,449

-6,449
615

615

2,444
-2,300

-10,578

Equity attrib-
utable to
shareholders
of the parent
company

66,043
1,448
696
2,144
58

205
-69

-2,439

65,942

65,942
615
-716
-101
689
180
-30

2,444

64,236

Non-con-
trolling
interests

COMPA
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2,360

41

33
-961

1,432

1,432

-131

-127
-698

607

Equity capital

68,403
1,489
688
2,177
-903
205
-69

-2,439

67,374

67,374
619
-847
-228

180
-30

2,444

64,843
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

1. PRINCIPLES UNDERLYING THE
CONSOLIDATED FINANCIAL
STATEMENT

The ScHweIzer Group, comprising SCHWEIZER ELECTRONIC
AG and its subsidiaries, is a global best-in-class technology
company active in the manufacture of high-quality PCBs
and the provision of innovative solutions for automotive,
industrial and aviation electronics. Based on its recognised
technology and consultancy expertise, SCHWEIZER supplies
products and solutions that address key challenges in power
electronics, embedding technology and cost reduction and
that stand out thanks to their energy efficiency and con-
sideration for the environment.

The parent company of the ScHwEeizer Group is SCHWEIZER
ELECTRONIC AG (hereafter referred to as the company or
SCHWEIZER). SCHWEIZER's registered office is located at Ein-
steinstrasse 10, 78713 Schramberg, Germany. The company
is entered in the commercial register at the District Court of
Stuttgart under commercial register number HRB 480540.
SCHWEIZER ELECTRONIC AG has been listed on the stock
exchange since 5July 1989. The shares (ISIN DEO005156236)
are listed in Frankfurt am Main and Stuttgart. The con-
solidated financial statement of the ScHweizer Group for
the business year ending 31 December 2016 was prepared
and approved by the Management Board on 20 April 2017.

The consolidated financial statement was prepared in
accordance with Section 315a HGB in line with the Inter-
national Financial Reporting Standards (IFRS) and the rele-
vantinterpretations of the International Accounting Stand-
ards Board (IASB), as they are to be applied in accordance
with Regulation (EC) No 1606/2002 of the European Par-
liament and of the Council on the application of interna-
tional accounting standards in the European Union. In addi-
tion, the supplementary provisions of Section 315a HGB
were complied with.

The consolidated financial statement is prepared in the
reporting currency, the euro, which is the functional cur-
rency of SCHWEIZER ELECTRONIC AG. Unless otherwise
specified, all values are rounded up or down to the near-
est thousand euro in accordance with commercial round-
ing practices, which can lead to minor deviations when
these are added up.
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The consolidated financial statement was prepared essen-
tially applying the historical cost principle, except for deriv-
ative financial instruments and available-for-sale finan-
cial assets, which have been measured at fair value. The
income statement was produced according to the cost-of-
sales method. Various items of the consolidated balance
sheet and the consolidated income statement were sum-
marised in the interests of a clearer representation and
explained accordingly in the notes. The consolidated cash
flow statement was prepared in accordance with the indi-
rect method for cash flow from operating activities and
in accordance with the direct method for cash flow from
investment and financing activity.

ACCOUNTING PRINCIPLES APPLIED FOR THE FIRST TIME
The application of the following pronouncements of the
International Accounting Standards Board (IASB) is man-
datory for business year 2016:

Consequences
for the consoli-

Standards/Interpretations dated financial

statement
IAS 1 Amendments to IAS 1 - Pres- Insignificant
entation of Financial State-
ments - Disclosure Initiative
IAS19  Amendments to IAS 19 Insignificant
- Employee Benefits -
Employee Contributions
IAS16 Amendmentto|AS 16 and IAS None
and 38 - Clarification of Accept-
IAS 38  able Methods of Depreciation
and Amortisation
IAS16 Amendmentto|AS 16 and IAS None
and 41 - Bearer Plants
IAS 41
IAS27  Amendment to IAS 27 - Equity None
Method in Separate Financial
Statements
IFRS11 AmendmenttolFRS 11 -Joint None
Arrangements - Accounting
for Acquisitions of Interests in
Joint Operations
Miscel-  Annual improvements to Insignificant
laneous the International Financial
stand-  Reporting Standards, cycle
ards 2010to 2012
Miscel-  Annual improvements to Insignificant
laneous the International Financial
stand-  Reporting Standards, cycle
ards 2012 to 2014



Due to changes to IAS 1 as part of the IASB Disclosure Ini-
tiative, individual items and explanatory notes were pre-
sented differently to the previous year.

ACCOUNTING PRINCIPLES THAT HAVE BEEN PUBLISHED
BUT NOT YET APPLIED

The IASB pronouncements listed below have already been
published but their application is not yet mandatory and
their applicability, in some cases, still requires adoption
into EU law ("endorsement"). Early, voluntary application is
currently notintended, even where individual pronounce-
ments permit this.

Standards/Interpretations

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with Customers

IFRS 16 Leases

IAS 7 Amendments to IAS 7 - Transparency Initiative

IAS 12 Amendments to IAS 12 - Recognition of
Deferred Tax Assets for As Yet Unrealised
Losses

IFRS 15 Clarifications re IFRS 15 - Revenue from
Contracts with Customers

IFRS 2 Amendments to IFRS 2 - Classification and
measurement of share-based payment
agreements

IFRS 4 Amendments to IFRS 4 - Application of IFRS
9 Financial Instruments together with IFRS 4
Insurance Contracts

IFRS40  Amendments to IFRS 40 - Classification of as
yet incomplete real estate

Miscel- Annual improvements to the International

laneous  Financial Reporting Standards, cycle 2014 to

stand- 2016

ards

IFRIC 22  Currency translation for advance payments
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IFRS 15 - REVENUE FROM CONTRACTS WITH
CUSTOMERS

IFRS 15 renews the accounting principles for revenue rec-
ognition. The consequences for the ScHwEeIzER Group arising
from the amended accounting principles are currently being
analysed within the framework of a project. It is planned
that the modified, retrospective transition methods will
be applied, according to which the cumulative effects of
the changeover are to be recognised in the opening bal-
ance sheet 2018. Furthermore, the explanatory notes will
be significantly more comprehensive.

IFRS 16 - LEASES

IFRS 16 replaces the previous standard IAS 17 and the
associated interpretations on lease accounting. The clas-
sification into operating and finance leases no longer

Mandatory Adoption Anticipated consequences
application? into EU  for the consolidated finan-
law cial statement

1January 2018 Yes Insignificant

1January 2018 Yes Consequences are still
being analysed

1January 2019 No Consequences are still
being analysed

1January 2017 No Insignificant

1January 2017 No None

1January 2018 No The consequences of IFRS
15 are still being analysed.

1January 2018 No None

1January 2018 No None

1January 2018 No None

1 January No Insignificant

2017/1 January

2018

1January 2018 No Insignificant

*Where adoption into EU law is still outstanding, the key criterion is the time it is enforced by the IASB.
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applies to the lessee. Instead, lessees must, in future and
for all leases, recognise in the balance sheet an asset for
the rights of use to the leased items and a lease liability
for the payment obligations entered into. The only excep-
tions are for short-term leases and where the underlying
asset has a low value. For lessors, the accounting stand-
ard remains largely unchanged. Lessors must continue to

2. SUMMARY OF MATERIAL
ACCOUNTING PRINCIPLES

SCOPE OF CONSOLIDATION

The scope of consolidation includes all companies that are
controlled by SCHWEIZER ELECTRONIC AG. Control is said
to exist when SCHWEIZER ELECTRONIC AG has power of
disposition over the associated company, is exposed to
risk due to, or is entitled to fluctuating returns from, its
engagement in the associated company, and is also able
to use its power of disposition over the associated com-
pany to influence these returns.

classify leases as operating or finance. The consequences
of IFRS 16 are currently being analysed. Given the limited
number of operating leases where the ScHweizer Group is
the lessee however, no significant effects are anticipated
from the application of IFRS 16.

The consolidated financial statement is based on the annual
financial statements of SCHWEIZER ELECTRONIC AG and
its subsidiaries. All financial statements are prepared as
atthe 31 December 2016 reporting date. The annual finan-
cial statements of the individual companies included in the
consolidated financial statement have been prepared in
accordance with uniform accounting and valuation methods.

Intra-group profits and losses, sales, expenses and income
and all receivables and liabilities between the consolidated
companies are eliminated. Deferred tax assets are recog-
nised on consolidation measures that affect profitandloss
- insofar as these are tax-effective processes.

In addition to SCHWEIZER ELECTRONIC AG as parent company, the consolidated group is comprised as follows:

31 December

2015

Number of fully consolidated companies
National

International

Total

Number of companies accounted for using the
equity method

International
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Included for Leftin 31 December
the first time in business 2016
business year  year 2016
2016
0 1
4 -1
-1 4
1 0 0 1



A complete overview of the participating interests of
SCHWEIZER ELECTRONIC AG is provided in the list of share-
holdings in section 6.5.

Changes within the scope of consolidation of the ScHwEIZER
Groupresultedin business year 2016 from the liquidation of
Schweizer Energy Nantong Co. Ltd. at year's end 2016 and
the corresponding deconsolidation. Furthermore, a capital
reduction of 18.5% of the shares in the joint venture Meiko
Schweizer Electronics Hong Kong Co., Limited was per-
formed in business year 2016. SCHWEIZER ELECTRONIC AG
thus holds 31.4% of the shares indirectly. After the capital
reduction, the company continued to be managed jointly
and was included in accordance with the equity method.

CURRENCY TRANSLATION

The functional currency of the foreign subsidiaries is the
respective national currency. For the preparation of the
consolidated financial statement, the assets and liabilities
of foreign subsidiaries whose functional currency is not
the euro are translated at the exchange rate valid on the
balance sheet date. Translation of items in income state-
ments is done using the year's average exchange rate. The
resultant currency translation differences are recognised
directly in equity.

For the translation of important currencies within the
Group, the following exchange rates against the euro were
used as a basis:

Exchange Year-end rate Average rate
rates
EUR 31 31 2016 2015
Decem- Decem-
ber 2016 ber 2015
USD USA 1.0541 1.0887 1.1066 1.1095
CNY 7.3202 7.0608 7.3496 6.9733
China
SGD Sin- 1.5234 1.5417 1.5277 1.5251
gapore
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ACCOUNTING AND VALUATION PRINCIPLES

INTANGIBLE ASSETS

The intangible assets comprise exclusively acquired intan-
gible assets, primarily software. The acquired intangible
assetsarerecognised at costand depreciated on a straight-
line, scheduled basis over their useful life. When depreci-
ating software, a useful life of three to eight years is used
as the basis.

There are nointangible assets with an indefinite useful life.

TANGIBLE ASSETS

Tangible assets are measured at acquisition or production
costs, less scheduled depreciation and any impairments.
The production costs of internally generated assets also
include reasonable shares of required materials and pro-
duction overheads in addition to the direct individual costs.

Costs of repairs and maintenance are basically recognised
as expenses. Costs for implementing larger service works
arerecognised in the carrying amount of the tangible asset,
insofar as the recognition criteria are fulfilled.

Land and plant under construction are not subject to sched-
uled depreciation. The following useful lives serve as a
basis for planned depreciation for the other assets of the
tangible fixed assets:

= Buildings: 10 to 50 years

= Technical equipment and machines: 5 to 20 years

= Other plant, factory and office equipment: 3 to 20 years

Scheduled depreciation takes place in accordance with
the linear method.

LEASING

The ScHweIzer Group is the lessee in leasing arrangements
fortangible assets. At the inception of the lease, leases are
classified as finance and operating leases in accordance
with IAS 17. For finance leases, the leasing arrangement
is recognised as an asset and the lease liability as a liabil-
ity. In the case of an operating lease, on the other hand,
the lease instalments are recognised as an expense on a
straight-line basis over the term of the lease.
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PARTICIPATING INTERESTS IN COMPANIES ACCOUNTED
FOR USING THE EQUITY METHOD

The ScHwEIzer Group has, at the balance sheet date, a partic-
ipating interestin one joint venture (previous year: 1). With
the equity method, the shares in the associated company
are initially recognised at cost. Subsequently, the carrying
amount of the shares is adjusted annually for the pro-rata
earnings, distributions received and other changes in the
equity of the associated company, where these are attrib-
utable to the share of the ScHwEIzER Group.

The share of the ScHweizer Group in the profit orloss of the
associated company accounted for using the equity method
isrecognised inthe income statement and disclosed sepa-
rately. Changes in the other comprehensive income of this
associated company are recognised in the other compre-
hensive income of the Group. In addition, the expenses and
income recognised directly in the equity of the associated
company are taken into consideration directly in the other
comprehensive income of the Group in accordance with
the amount of the share.

INTRINSIC VALUE OF NON-CURRENT ASSETS

For non-current assets, including intangible and tangible
assets, a review is performed yearly as to whether there
are indications of an impairment of the assets. If such
indications are found to exist, an impairment test is per-
formed. In this process, the recoverable amount of the
affected assetis determined and then compared toits car-
rying amount. The recoverable amountis the higher of the
fair value less costs to sell and the value in use. An asset
is deemed to be impaired, if and insofar as the carrying
amount exceeds the recoverable amount of the asset. In
this case, the impairment loss is immediately recognised
through profit or loss.

If an impairment recognised in previous years no longer
exists orno longer exists to the same extent due to changes
tothe underlying estimates, the impairment loss is reversed
through profit or loss. The reversal of the impairment loss
is limited here to the carrying amount that would have
resulted had the impairment not been recognised.
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FINANCIAL INSTRUMENTS

The term financial instrument refers to any contract that
givesrise both to afinancial asset of one enterpriseandtoa
financial liability or equity instrument of another enterprise.

Financial assets are divided into the following categories

in accordance with IAS 39:

= Loans and receivables

= Financial assets to be held to maturity

= Financial assets that are available for sale

= Financial assets measured through profit or loss at
fair value

Financial liabilities are divided into the following categories:

= Financial liabilities measured at amortised cost

= Financial liabilities measured through profit or loss at
fair value

The ScHweIzer Group has not made use of the "fair value
option" under IAS 39, whereby any financial asset or financial
liability can be measured at fair value, with value changes
recognised in profit or loss.

Primary financial instruments

Primary financial instruments are recognised on the trans-
action date of the market-standard purchase or sale, this
means on delivery of an asset. On initial recognition, pri-
mary financial instruments are recorded at their fair value.
The transaction costs are included, if the financial instru-
ment is not measured at its fair value. After initial recog-
nition, the primary financial instruments are measured in
accordance with the category to which they belong, either
at their fair value or amortised cost.

Loans and receivables are measured at amortised cost.
Within the ScHweizer Group, this category encompasses,
in particular, trade and other receivables with the excep-
tion of derivatives and cash and cash equivalents. The
default risk of financial assets from the category Loans
and receivables is taken into consideration through the
formation of individual valuation allowances. Valuation
allowances on receivables are recorded to a separate val-
uation allowance account.



Financial assets that are available for sale are measured
directly at fair value, unless the shares are not traded on
an active market and the fair value cannot be reliably
determined. In this case they are measured at the cost of
acquisition. Shares in other participating interests of the
ScHwelzer Group are to be assigned to this category. Val-
uation allowances are recognised through profit or loss in
the consolidated income statement.

Derivative financial instruments

In the ScHweizer Group, derivative financial instruments
are used to counteract currency and commodity price
risks. As at 31 December 2016, derivative financial instru-
ments were in place, as in the previous year, to hedge the
Euro/USD exchange rate and the price of gold. Likewise
as in the previous year, no derivatives were used to hedge
interest rates. Section 4.14 contains further information
on the measurement of the fair value.

Derivative financial instruments are recognised, in princi-
ple, on the trading date. The prerequisites of IAS 39 with
respect to the application of hedge accounting are not met
for any derivatives, such that measurement takes place
through profit or loss at fair value.

DETERMINING FAIR VALUES

The fair value is determined on the basis of input factors
in three defined categories. The following valuation hier-
archy is applied:

Level 1: Use of quoted (not corrected) prices for identical
assets or liabilities in active markets accessible on the
valuation date.

Level 2: Fair value calculated using valuation methods
based on observable input factors for similar assets and
liabilities in active markets or for identical assets and lia-
bilities in inactive markets.

Level 3: Assets and liabilities measured using valuation
methods based on developed, non-observable input fac-
tors, because insufficient observable market data is avail-
able to determine the fair value.
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INVENTORIES

Inventories are recognised at the lower of acquisition or pro-
duction cost and the net realisable value. The average cost
method is applied for the valuation of raw materials and
supplies and goods purchased for resale. The production
costs of unfinished and finished products are determined
through the individual assignment of their individual pro-
duction costs. Along with the directly attributable costs,
the production costs alsoinclude appropriate shares of the
attributable overheads, which also contain depreciation.

CASH AND CASH EQUIVALENTS

Cash, sight deposits and all financial resources with an
original term of up to three months are disclosed as cash
and cash equivalents. They are recognised at par value.

PROVISION FOR DEFINED BENEFIT PENSION PLANS

The provision for defined benefit pension plans is calcu-
lated on the basis of actuarial advice according to the pro-
jected unit credit method, taking into account future sal-
ary and pension adjustments. The service costs and net
interest expense on net debt from defined benefit plans
are recognised in income. Revaluations of recognised net
debt from defined benefit plans areincluded in other com-
prehensive income.

DEFERRED TAXES

Deferred taxes are determined for temporary differences
between the tax valuations of the assets and liabilities and
the carrying amounts in the consolidated balance sheet,
arising from consolidation measures thatimpact on profit
and loss - insofar as these are tax-effective processes -and
for existing tax loss carryforwards. The valuation is per-
formed taking into consideration the relevant national tax
rates of the taxable entities, which are valid at the time of
realisation and already in force at the balance sheet date
or which will be applicable in all probability.

Deferred tax assets are only recognised to the extent that
it is probable that a future taxable profit will be available.
Deferred tax assets and liabilities are netted, if these relate
to the same tax creditor and period.
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OTHER PROVISIONS

Other provisions take into account all recognisable risks
and uncertain obligations toward third parties whose set-
tlement is expected to lead to an outflow of funds which
can be reliably estimated. They are recognised at their
most likelyamount and discounted if the discountamount
is material. Rights of recourse are presented separately
under other assets.

LIABILITIES

Liabilities are reported at the par value or higher repay-
mentamount. Non-current liabilities are discounted if the
discount amount is material.

RECOGNISING INCOME AND EXPENSES

Revenue from the company's own products, goods pur-
chased for resale and services is recognised at the fair
value of the consideration received or receivable in the
period in which ownership of the products or goods passes
to the customer or the service was provided. Agreed dis-
counts or rebates are taken into account in the appropri-
ate reporting period in the recognition of sales revenues.
Inline with revenues, the costs of goods and products sold
are recognised through profit or loss in the same period.
Other income is recognised at fair value at the time the
legal claim came into being. Operating expenses are rec-
ognised in profit or loss at the time the service is used or
at the time they are caused. Interest income and interest
expenses are recorded for the relevant period and other
financial income is recognised at the time the legal claim
came into being.

SHARE-BASED REMUNERATION

The members of the Group's Management Board receive a
variable remuneration component with long-term incen-
tive effect and risk elements (called the Long Term Incen-
tive Programme; hereafter: LTIP). The LTIP component
dependsonthe LTl planapproved by the Supervisory Board.
The amount of the LTIP component stands at 15% or 20%
of the gross annual fixed salary multiplied by the target
attainment percentage. The LTIP component is paid in the
form of equity instruments on a regular basis following
approval and adoption of the annual financial statement
of SCHWEIZER ELECTRONIC AG.
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The costs of the LTIP component settled through equity
instruments are determined based on the share price at
the balance sheet date, since payment is made at short
notice. Valuation is not carried out using valuation mod-
els, for reasons of materiality.

The costs of the LTIP, together with a corresponding increase
in equity (capital reserves), are recognised as personnel
expenses. Theaccumulated expenses reported at the bal-
ance sheet date arising from the award of equity instru-
ments reflect the number of equity instruments to be paid
according to the Group's best possible estimate.

ASSUMPTIONS AND ESTIMATES

The preparation of the consolidated financial statement
requires that management make various estimates and
assumptions that affect the valuation of reported income,
expenses, assets, liabilities and corresponding information,
and the disclosure of contingent liabilities. All estimates
and assumptions are made to the best of management's
knowledge and beliefs in order to present a true and fair
view of the net assets, financial position and results of
operations. The assumptions and estimates are reviewed
constantly. Nonetheless, future events can deviate from
the estimates made and have a significant influence on
the net assets, financial position and results of operations.

In the following areas, the assumptions and estimates
made are of particular importance:

= Recognition and measurement of deferred tax assets
The recognition of deferred tax assets from temporary
differences and tax loss carryforwards, which are not
offset by deferred tax liabilities from temporary differ-
ences, requires a significant estimate by management
with respect to the planned taxable income (see also
"Deferred taxes" and section 3.8).

= Determination of the useful life of the fixed asset
The estimate of the useful life of depreciable fixed assets
is based on past experience (see also "Tangible assets"
and "Intangible assets", as well as section 4.1).



= Valuation of the provision for defined benefit pension
plans
Costs related to defined benefit plans and the present
value of pension obligations are calculated based on
actuarial calculations. An actuarial valuation is based
on various assumptions which may differ from actual
developments in the future. These include determina-
tion of the discount rate, future salary increases, mor-
talityrates and future pensionincreases. Given the com-
plexity of the valuation and its long-term nature, a
defined benefit obligation is highly sensitive to changes
in these assumptions. All assumptions are reviewed at
each balance sheet date (see "Provision for defined ben-
efit pension plans" and section 4.11).

SEGMENT INFORMATION

The ScHweizer Group comprises exclusively the Electronic
segment. In this segment, the ScHweizer Group devel-
ops, produces and distributes high-quality printed cir-
cuit boards for the automotive, solar, aviation and general
industries. Partnerships exist with Elekonta Marek GmbH
& Co. KG, Gerlingen, Germany; Meiko Electronics Co. Ltd.,
Ayase, Japan; and WUS Printed Circuit (Kunshan) Co., Ltd.,
Kunshan, China.

In future, the chip embedding market for automotive
and industrial applications will be developed jointly with
Infineon Technologies AG and a new Systems division will
be built up. No operational activities have as yet com-
menced in this division.

We refer you to section 3.1 for information on the sales
revenues by geographical region and on our main custom-
ers. With the exception of minor office equipment, all the
fixed assets of the ScHwEeIzer Group are located in Germany.
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3. NOTES TO THE CONSOLIDATED
INCOME STATEMENT

3.1 SALES REVENUE

Sales revenue is divided as follows:

2016 2015
EUR EUR
million million

By fields of activity
Metallised circuits 18.9 18.4
Non-metallised circuits 5.5 5.8
Multilayer/HDI 89.6 89.6
Other 2.2 1.8
116.1 115.6

By regions

National 68.6 70.5
EU countries 24.5 26.7
Rest of Europe 1.7 1.9
America 12.6 11.0
Asia 8.4 5.2
Other countries 0.3 0.3
116.1 115.6

The above information on sales revenue is broken down
by customer sites.

In 2016, the sales revenue with three customers (previous
year: two customers) each amounted to more than 10% of
overall sales. Sales revenue with these customers amounted
to EUR 37.8 million (2015: EUR 33.3 million), EUR 20.0 mil-
lion (2015: EUR 20.7 million), and EUR 12.1 million (2015:
EUR 9.6 million).
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3.2 OTHER OPERATING INCOME

Other operating income is composed as follows:

2016 2015

€ thou- € thou-

sands sands

Waste revenues 1,074 1,147
Currency gains 1,055 1,321
Other income 627 341
Total 2,756 2,809

3.3 OTHER OPERATING EXPENSES

Other operating expenses are composed as follows:

2016 2015
€ thou- € thou-
sands sands
Currency losses 953 1,387
Other expenses 48 149
Total 1,001 1,536
3.4 FINANCIAL INCOME
Financial income is made up as follows:
2016 2015
€ thou- € thou-
sands sands
Other interest and similar 41 25
income
Income from the reduction of 206 0
company shares accounted for
at equity
Other 3 0
Total 250 25

The income from the reduction of company shares accounted
for at equity in the amount of EUR 206 thousand in the busi-
ness year 2016 is attributable to the capital reduction of
18.5% of shares in the joint venture Meiko Schweizer Elec-
tronics Hong Kong Co., Limited (see section 2.).
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3.5 FINANCIAL EXPENSES

Financial expenses are made up as follows:

2016 2015
€ thou- € thou-
sands sands
Other interest and similar 1,023 903
expenses
Depreciation from financial 0 119
assets
Total 1,023 1,022
3.6 PERSONNEL EXPENSES
Personnel expenses are made up as follows:
2016 2015
€ thou- € thou-
sands sands
Personnel costs
Wages and salaries 36,265 35,271
Social security costs 5,958 5,396
Pensions 1,120 867
Total 43,343 41,534

3.7 RESEARCH AND DEVELOPMENT
EXPENSES

The criteria of IAS 38 for the capitalisation of incurred
development expenses were not met in the business year,
aswas also the casein the previous year. The expenditure
for research and development recognised as an expense
stood at EUR 3.5 million (2015: EUR 3.3 million).

3.8 TAXES ON INCOME AND REVENUE

Domestic corporate income tax (plus solidarity surcharge),
trade taxes and similarincome-related taxes levied abroad
are reported in this item.



This item also includes deferred taxes due to temporary
differences between the amounts stated in the tax balance
sheetand the IFRS balance sheets of the Group companies
and the IFRS consolidated balance sheet.

Deferred taxes are calculated based on the tax rates appli-
cable in each country.

Taxes on income and revenue are made up of expense (+)/

income (-):
2016 2015
€ thou- € thou-
sands sands
Current taxes related to the 1,334 2,385
reporting period
Taxes on income from other 21 -2
periods
Deferred tax income -909 -1,110
Total taxes on 446 1,273

income and revenue

TAX RECEIVABLES
These items onlyinclude tax on profits; any other taxes are
included in other payables or other receivables.

2016 2015
€ thou- € thou-
sands sands
Corporate income tax refund 683 364
2016 + 2015
Trade tax refund 2016 + 2015 473 274
Corporate income tax credit 44 87
Total receivables relating to 1,200 725
taxes on income and revenue
Non-current 0 41
Current 1,200 684

The taxrefunds result from the calculated tax liability, net

of tax prepayments.

No tax prepayments were made at subsidiaries, so that no
tax receivables exist. Repayment of the corporate income
tax credit expires completely in 2017.
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DEFERRED TAXES

Deferred taxes on transactions that are recognised directly
inequity increased equity in the reporting period by EUR 611
thousand (previous year: EUR 20 thousand).

As at 31 December 2016, tax loss carryforwards amounted
to EUR 4,229 thousand (previous year: EUR 3,245 thousand).
Deferred tax assets relating to loss carryforwards were
created in the amount of only EUR 1,577 thousand (previ-
ous year: EUR 1,375 thousand). To this extent, the company
plansto be able to offset the start-up losses against future
taxable profits. On the remaining loss carryforwards in the
amount of EUR 2,652 thousand (previous year: EUR 1,870
thousand), nodeferred tax assets were created as they are
not expected to be used.

The deferred taxes are made up as follows:

Deferred Deferred Deferred Deferred
tax assets tax taxassets tax
31/12/2016 liabilities 31/12/2015 liabilities
31/12/2016 31/12/2015
Tangible 0 8,692 0 9,657
assets
Inventories 0 109 0 117
Receivables 0 92 21 71
Pension provi- 4,678 0 4,058 0
sions
Liabilities 64 64 48 17
Tax loss carry- 268 0 265 0
forwards
5,010 8,957 4,392 9,862
Netting 4,742 4,742 4,127 4,127
Recognition 268 4,215 265 5,735
of deferred
taxes
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RECONCILIATION OF EXPECTED AND ACTUAL TAX
EXPENSE

The results of SCHWEIZER ELECTRONIC AG in Germany are
subject to corporate income tax (plus solidarity surcharge)
and trade tax. Results assessed abroad are taxed at the tax
rates applicable in the respective country. The tax rate of
28.0% on which the expected tax expense is based (previ-
ous year: 28.0%) takes account of the company structure
relevant for taxation. It is calculated as a weighted tax
rate of the regions in which the main results originated.

2016 2015
€thou- € thou-
sands sands
Earnings before tax on profit 1,065 2,762
Expected income tax expense -298 -773
(-)/income (+)
Divergent tax rates -82 -42
Tax-free income 212 67
Non-tax-deductible expenses -77 -100
Taxes from other periods -21 -4
Taxes on new loss carryforwards -144 -312
for which no deferred taxes were
formed
Other -36 -109
Actual tax expense -446 -1,273
Effective tax expense in % 42% 46%

Deferred tax assets and deferred tax liabilities are offset
when the Group has a legally enforceable right to set off
current tax assets against current tax liabilities and these
relate to income taxes for the same taxable entity levied
by the same taxation authority.
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In the foreign subsidiaries, tax losses of EUR 845 thou-
sand (2015: EUR 1,833 thousand) were incurred. These tax
losses can be offset to an unlimited extent against future
taxable profits of the companies in which the losses were
incurred. No deferred tax assets were recognised for these
taxlosses as they may not be used to offset taxable profits
of other companies of the Group. Nor will other tax plan-
ning opportunities or other ways of offsetting or use be
available in the near future.

ScHwEIZER has decided that no previously undistributed
profits of its subsidiaries will be distributed in the fore-
seeable future. Furthermore, the Group's joint venture only
distributes its profits when it has received the consent of
all its joint venture partners.

Deferred income taxes arising from items directly recog-
nised in other comprehensive income during the business
year relate to:

2016 2015

€ thou- € thou-

sands  sands

On gains (losses) resulting from 611 20

actuarial gains and losses on the
revaluation of defined benefit
pension plans



3.9 EARNINGS PER SHARE

When calculating the undiluted earnings per share, the
earnings attributable to holders of ordinary shares of the
parent company are divided by the weighted average num-
ber of ordinary shares in circulation during the year.

The following table shows the amounts on which the calcu-
lation of undiluted (= diluted) earnings per share is based:

2016 2015
€ thou- € thou-

sands sands
Earnings attributable to holders 615 1,448
of ordinary shares of the parent
company
2016 2015

Weighted average number of 3,757,548 3,748,826
ordinary shares”

“The weighted average number of shares includes the weighted average effect of
changes in treasury share transactions during the year.

Inthe period between the balance sheet date and approval
of the consolidated financial statement for publication,
no (previous year: 7,168) ordinary shares were transferred
to members of the Management Board by way of share-

based remuneration.
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4. NOTES TO THE CONSOLIDATED BALANCE SHEET

4.1 TANGIBLE AND INTANGIBLE ASSETS

The development of tangible and intangible assets in the business years 2016 and 2015 is presented in the following
overview:

Development of the consolidated fixed assets and the intangible assets 2016
Procurement and manufacturing costs

In € thousands 01/01/2016 Acquisi- Divest- Transfer Currency 31/12/2016
tions ments postings translation

Tangible assets

Land and buildings 38,654 119 0 147 0 38,920
Technical equipment and machines 83,601 6,417 700 1,065 0 90,383
Other plant, factory and office equipment 54,918 427 236 182 1 55,292
Advance payments and plants under 3,812 1,886 24 -1,399 11 4,286

construction

Total tangible assets 180,985 8,849 960 -5 12 188,881

Intangible assets

Rights and assets acquired for valuable 4,621 172 1 5 0 4,797
consideration

Development of the consolidated fixed assets and the intangible assets 2015
Procurement and manufacturing costs

In € thousands 01/01/2015 Acquisi- Divest- Transfer Currency 31/12/2015
tions ments postings translation

Tangible assets

Land and buildings 38,643 11 0 0 0 38,654
Technical equipment and machines 81,083 2,210 1,164 1,472 0 83,601
Other plant, factory and office equipment 54,906 253 281 36 4 54,918
Advance payments and plants under 6,788 1,401 3,079 -1,548 250 3,812

construction

Total tangible assets 181,420 3,875 4,524 -40 254 180,985
Intangible assets

Rights and assets acquired for valuable 4,245 341 5 40 0 4621

consideration

84



01/01/2016

12,257
65,985
40,543

118,785

3,456

01/01/2015

11,499
63,012
38,227

112,738

3,076

Accumulated depreciations

Scheduled Impair- Divest- Currency

deprecia- ments ments translation
tion

762 0 0 0

4,072 0 613 0

2,437 0 236 2

0 0 0 0

7,271 0 849 2

415 0 1 0

Accumulated depreciations

Scheduled Impair- Divest- Currency

deprecia- ments ments translation
tion

758 0 0 0

3,754 114 895 0

2,592 0 276 0

0 0 0 0

7,104 114 1,171 0

385 0 5 0

13,019
69,444
42,746

125,209

3,870

31/12/2015

12,257
65,985
40,543

118,785

3,456
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Carrying amounts
31/12/2016 31/12/2016 31/12/2015

25,901
20,939
12,546

4,286

63,672

927

26,397
17,616
14,375

3,812

62,200

1,165

Carrying amounts

31/12/2015

26,397
17,616
14,375

3,812

62,200

1,165

31/12/2014

27,144
18,071
16,679

6,788

68,682

1,169
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Scheduled depreciation of tangible assets is predominantly
disclosed in the consolidated income statement under cost
of sales. Scheduled amortisation of intangible assets is dis-
closed under general administration expenses.

Tangible assets include, within the framework of financ-
ing leases, rented technical equipment and machines in
the amount of EUR 1,372 thousand (2015: EUR 155 thou-
sand) and other plant, factory and office equipmentin the
amount of EUR 209 thousand (2015: EUR O thousand). Land
and buildings with a carrying amount of EUR 2,358 thou-
sand (previous year: EUR 2,358 thousand) serve as senior
collateral for two bank loans of the Group.

4.2 PARTICIPATING INTERESTS

This item materially concerns the participating interest in
Meiko Electronics Co. Ltd., Ayase, Japan. This is shown at
the market value of the shares denominated in JPY (carry-
ingamount as at 31 December 2016: EUR 2,254 thousand;
previous year: EUR 718 thousand).

The shares serve the long-term strengthening of the part-
nership with Meiko Electronics Co. Ltd., whichin turn holds
4.8% of the shares in SCHWEIZER ELECTRONIC AG. The
shares are assigned to the "available for sale" category
(financial investments recognised at fair value in other
comprehensive income). However, due to the persistently
low market value, the impairment to fair value was rec-
ognised through profit or loss in the income statement in
the previous year.

Due to the positive share price development, a reversal of
an impairment loss was recognised in business year 2016
intheamount of EUR 1,513 thousand directly in other com-
prehensive income.

A participating interest of 1.34% is also held in SCHRAM-
BERGER WOHNUNGSBAU GmbH, Schramberg, which is
accounted for at an acquisition cost of EUR 12 thousand
(previous year EUR 12 thousand).
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4.3 OTHER FINANCIAL ASSETS

Other financial assets are composed as follows:

2016 2015

€ thou- € thou-

sands sands

Gebrider Schmid GmbH 3,217 3,256

Miscellaneous other financial 61 140
assets

Total financial assets 3,268 3,396

Non-current 5 56

Current 3,263 3,340

Miscellaneous other financial assets include positive fair
values of foreign currency derivatives in the amount of
EUR 0.4 thousand (2015: EUR 11 thousand).

4.4 INVENTORIES
2016 2015
€ thou- € thou-
sands sands
Raw materials and supplies 5,021 4,078
Unfinished products 4,380 4,470
Finished products 6,843 6,944
Total inventories 16,244 15,492

Write-downs on inventories, which were recognised as
expensesinthe reporting period, amountto EUR 1,958 thou-
sand (previous year: EUR 1,632 thousand) and are reported
under cost of sales. No write-ups were performed, as was
the case in the previous year.

The carrying amount of inventories measured at net realis-
able valueis EUR 3,908 thousand (previous year: EUR 2,553
thousand).

There are no major restrictions on ownership or disposal
inrespect of the inventories reported in the balance sheet.
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2016 2015
€ thou- € thou- Trade receivables are not interest-bearing and are usually
sands sands payable in 30 to 90 days.

Trade receivables 17,543 17,608
Total Not due <30days 30-60days 61-90days 91-120days > 120 days
€ thou- € thou- € thou- € thou- € thou- € thou- € thou-
sands sands sands sands sands sands sands
31 December 2016 17,543 15,838 641 245 426 102 291
31 December 2015 17,608 15,010 1,763 280 142 111 303

As at 31 December 2016, individual valuation allowances
existed in the amount of EUR 98 thousand (2015: EUR 102
thousand).

The development of valuation allowances on receivables

is as follows:
2016 2015
€ thou- € thou-
sands sands
Status 1 January 102 102
Utilised
Reversed 0 0
Added (charges for valuation
allowances)
Status 31 December 98 102
4.6 CASH AND CASH EQUIVALENTS
2016 2015
€ thou- € thou-
sands sands
Bank balances and cash on hand 4,994 6,130
Short-term deposits 3,512 3,501
Money market funds 1,002 3,697
Status 31 December 9,508 13,328

Cash at banks earns interest at variable rates for on-call
deposits.

Short-term deposits are made for varying periods of time
ranging from one day to three months, depending on the
Group's cash requirements. Short-term deposits earninter-
est at the interest rates applicable to short-term depos-
its. Since interest rates remain at a low level, the received
interest is immaterial.

Money market funds exist with Union Investment in the
amount of EUR 1,002 thousand (2015: EUR 998 thousand)
and in the previous year additionally with Deutsche Bank
in the amount of EUR 2,699 thousand. These have been
classified as cash equivalents, as they can be converted
into fixed amounts of cash at any time and are subject to
an insignificant risk of changes in value.

As at 31 December 2016, the Group had access to firmly
pledged, non-utilised credit lines in the amount of EUR 9,190
thousand (2015: EUR 9,190 thousand). Of this credit line,
EUR 7,190 thousand (2015: EUR 7,190 thousand) relates
to SCHWEIZER ELECTRONIC AG and EUR 2,000 thousand
(2015: EUR 2,000 thousand) to the subsidiaries headquar-
tered in Singapore.
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4.7 EQUITY

SCHWEIZER ELECTRONIC AG

As at 31 December 2016, the share capital stood at
EUR 9,664,054 (2015: EUR 9,664,054) and was divided
into 3,780,000 (2015: 3,780,000) registered shares (no-par-
value shares).

In business year 2016, 6,000 no-par-value shares of Schweizer
Pte. Ltd., Singapore, were acquired at a price of EUR 19.45
per share, i.e. at a total of EUR 117 thousand. This corre-
sponds to an amount of the share capital of EUR 15 thou-
sand or 0.16%. Of the overall holding of 2,483 shares as at
1January 2016 and the acquired 6,000 no-par-value shares,
7,168 shares (previous year: 9,383 shares) were granted to
members of the Management Board in the 2016 business
year under a Long Term Incentive Programme (LTIP) as a
variable remuneration component. This corresponds to
EUR 18 thousand or 0.19% of the share capital. The trans-
fer price of EUR 130 thousand was measured on the basis
of the stock market price. As at the balance-sheet date,
Schweizer Electronic AG held a total of 1,315 own no-par-
value shares. This corresponds to an amount of the share
capital of EUR 3 thousand or 0.03%. The subscribed capital
is shown net of the par value of the own shares.

Furthermore, Schweizer Pte. Ltd., Singapore holds a total of
19,100 shares (previous year: 25,100 shares) in Schweizer
Electronic AG at the reporting date, as a wholly owned sub-
sidiary. This corresponds to an amount of the share capi-
tal of EUR 49 thousand or 0.51%.

AUTHORISED CAPITAL

The Management Board was authorised, with the con-
sent of the Supervisory Board, to increase the share cap-
ital 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
no-par-value shares against contributions in cash and/orin
kind (authorised capital). By resolution of the annual gen-
eral meeting of 1 July 2016 and its entry in the commer-
cial register, the Management Board is authorised, sub-
ject to the approval of the Supervisory Board, to increase
the company's share capital until 30 June 2021 by up to
EUR 4,832,026.93 in total, by issuing new, registered ordi-
nary or preferred shares (no-par-value shares) in return for
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contributions in cash and/or in kind (authorised capital).
This authorisation may be exercised in full or in parts, and
on one or several occasion(s). A subscription right is to be
granted to the shareholders in this process, which can be
excluded, subject to the consent of the Supervisory Board
and certain conditions being fulfilled.

CONDITIONAL CAPITAL

Furthermore, the Management Board is authorised by the
resolution of the annual general meeting of 1 July 2016 and
its entry in the commercial register, subject to the consent
of the Supervisory Board and until 30 June 2021, to issue
bearer or registered bonds (convertible bonds, warrant
bonds, participation rights, participation bonds or combi-
nations of these instruments) with or without a restriction
on maturity up to EUR 35 million and to grant the bearers
and/or creditors of convertible or warrant bonds conversion
or option rights to new, registered no-par-value shares of
the company with a pro rata amount of the share capital
of upto EUR 4,832,026.93 overall. The bonds may be issued
in full orin parts, and on one or several occasion(s). A sub-
scription right is to be granted to the shareholders in this
process, which can be excluded, subject to the consent of
the Supervisory Board and certain conditions being fulfilled.

NOTIFICATIONS OF VOTING RIGHTS

The German Securities Trading Act (Wertpapierhandelsgesetz
- WpHCQ) obliges investors to notify the relevant company if
their voting interest in listed companies reaches specified
thresholds. We have been informed of the existence of the
following holdings:

Dr Maren Schweizer, Schramberg, informed us on 2 April
2002 that her voting interestin SCHWEIZER ELECTRONIC AG
amounted to 8.28% as per the reporting date of 1 April 2002.

Mr Nicolas Schweizer, Schramberg, informed us on 2 April
2002 that his voting interest in SCHWEIZER ELECTRONIC AG
amountedto 8.28% as per the reporting date of 1 April 2002.
Meiko Electronics Co. Ltd., Ayase, Japan, informed us in
accordance with Section 21(1) 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 Decem-
ber 2010 and on that date it amounted to 4.76% (which cor-
responds to 180,000 voting rights).



LBBW Asset Management Investmentgesellschaft mbH, Stutt-
gart, Germany informed us in accordance with Section 21(1)
WpHG on 6 July 2012 that its voting interest in SCHWEIZER
ELECTRONICAG, Schramberg, Germany exceeded the thresh-
old of 5% of the voting rights on 5 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 Section 22(1) Clause 1, No. 6 WpHG to
the Baden-Wiirttembergische Versorgungsanstalt fiir Arzte,
Zahndrzte und Tierdrzte (Baden-Wirttemberg Pension Fund
Institution for Doctors, Dentists and Veterinary Surgeons).

Mr Christoph Schweizer, Germany, informed us in accord-
ance with Section 21(1) WpHG on 18 July 2014 that his voting
interest in SCHWEIZER ELECTRONIC AG, Schramberg, Cer-
many fell below the threshold of 15% of the voting rights on
15July 2014 and on that date itamounted to 14.43% (which
corresponds to 545,600 voting rights).

WUS International Company Limited, Tsuen Wan, Hong Kong,
informed us in accordance with Section 21(1) WpHG on 30
September 2014 that its voting interestin SCHWEIZER ELEC-
TRONIC AG, Schramberg, Germany exceeded the thresh-
old of 3% of the voting rights on 30 September 2014 and
on that date it amounted to 4.5% (which corresponds to
170,100 voting rights).

WUS Printed Circuit (Kunshan) Co., Ltd., Kunshan, China,
informed us in accordance with Section 21(1) WpHG on 30
September 2014 thatits voting interestin SCHWEIZER ELEC-
TRONICAG, Schramberg, Germany exceeded the threshold of
3% of the voting rights on 30 September 2014 and on that date
it amounted to 4.5% (which corresponds to 170,100 voting
rights). 4.5% of the voting rights (corresponding to 170,100
voting rights) are to be assigned by the company in accord-
ance with Section 22(1) Clause 1, No. 1 WpHG. Attributable
voting rights are held via the following controlled compa-
nies, whose voting interest in SCHWEIZER ELECTRONIC AG
is 3% or more: WUS International Company Limited.

Infineon Technologies AG, Neubiberg, Germany, informed
us inaccordance with Section 21(1) WpHG on 28 November
2014 thatits voting interestin SCHWEIZER ELECTRONIC AG,
Schramberg, Germany exceeded the threshold of 3% and
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5% of the voting rights on 28 November 2014 and on that
date it amounted to 9.39% (which corresponds to 355,000
voting rights).

Ms Kristina Schweizer, Germany, informed us in accord-
ance with Section 21(1) WpHG on 22 September 2015 that
hervoting interestin SCHWEIZER ELECTRONIC AG, Schram-
berg, Germany fell below the threshold of 15% and 10% of
the voting rights on 21 September 2015 and on that date
it amounted to 9.06% (which corresponds to 342,525 vot-
ing rights).

Ms Hannelore Schweizer, Germany, informed us in accord-
ance with Section 21(1) WpHG on 22 September 2015 that
hervoting interestin SCHWEIZER ELECTRONIC AG, Schram-
berg, Germany fell below the threshold of 15% and 10% of
the voting rights on 21 September 2015 and on that date
it amounted to 7.62% (which corresponds to 287,920 vot-
ing rights).

Mr Bernd Schweizer, Germany, informed us in accordance
with Section 21(1) WpHG on 13 May 2016 that his voting
interest in SCHWEIZER ELECTRONIC AG, Schramberg, Ger-
many exceeded the threshold of 10% of the voting rights on
13 May 2016 and on that date itamounted to 10.49% (which
corresponds to 396,707 voting rights).

The Baden-Wirttembergische Versorgungsanstalt fir
Arzte, Zahnirzte und Tierdrzte, based in Tubingen, Ger-
many informed us in accordance with Section 21(1) WpHG
on 21 July 2016 that its voting interest in SCHWEIZER ELEC-
TRONIC AG, Schramberg, Germany exceeded the threshold
of 5% of the voting rights on 2 July 2016 and on that date
it amounted to 5.03% (which corresponds to 190,000 vot-
ing rights).

Mr LK Wu informed us in accordance with Section 21(1)
WpHG in conjunction with Section 25(1) WpHG on 13 April
2017 of the acquisition of instruments. On 12 April 2017 (day
the threshold was exceeded), WUS International Company
Limited held a 4.5% share of the voting rights and 15.24%
share of instruments (conditional share purchase contract)
and thus 19.74% of the total number of voting rights (this
corresponds to 746,220 voting rights).
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WUS Printed Circuit Co., Ltd., Taiwan, informed us in accord-
ance with Section 21(1) WpHG in conjunction with Section
25(1) WpHG on 13 April 2017 of the acquisition of instru-
ments. On 12 April 2017 (day the threshold was exceeded),
WUS Group Holding Co., Ltd. held a 10.16% share of instru-
ments (conditional share purchase contract) and thus
10.16% of the total number of voting rights (this corre-
sponds to 384,000 voting rights).

Notifications of voting rights for previous years are also
published on our website at www.schweizer.ag/en/investor-
relations/corporate-governance.html.

OWN SHARES
€
thou-
sands
Status as at 1 January 2015 96
Issued 21 April 2014 -24
Issued 29 December 2015 -2
Status as at 31 December 2015 70
Intra-group sale/purchase on 6 April 2016 -18
Status as at 31 December 2016 52

Claims for share-based remuneration were met in the fol-
lowing year with the Group's own shares.

CAPITAL RESERVES

The capital reserve concerns premiums in relation to capital
increases, share purchases and sales made at SCHWEIZER
ELECTRONIC AG and transferred own shares. Under the
German Stock Corporation Act (Aktiengesetz), the capital
reserve is not available for dividend payments.

PROFIT RESERVES

The profit reserves include changeover effects from the
first-time preparation of an IFRS consolidated financial
statement, as well as undistributed profits and losses
generated in previous years by SCHWEIZER ELECTRONIC
AG and the consolidated subsidiaries, and allocations due
to share-based payment transactions settled with equity
instruments.
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As well as differences arising from currency translation and
changes to the fair value of financial assets that are avail-
able for sale, this also includes effects of the revaluation
of pension obligations less contrary effects from deferred
assets. The effect of the currency translation of foreign
operations recognised in other comprehensive income,
which is to be reclassified in the income statement in the
subsequent periods, is comprised as follows:

2016 2015
€ thou- € thou-
sands sands
Currency translation of foreign
operations
Consolidation-related currency -542 443
effects
Reclassification of the currency -403 0
translation of foreign operations in
the income statement
Currency translation of joint ven- 161 297
tures valued at equity
Total -784 740
DIVIDENDS

Inthe business year 2016 - as in the previous year - a cash
dividend inthe amount of EUR 0.65 per share, total amount
of EUR 2,444 thousand (2015: EUR 2,439 thousand) was dis-
tributed to the shareholders of SCHWEIZER ELECTRONIC
AG with respect to the business year 2015.

For the dividend payment for the 2016 business year, the
Management Board is proposing a payment of EUR 0.65
(2015: EUR 0.65) per share and EUR 2,444 thousand (2015:
EUR 2,439 thousand) in total. The dividend payment for
the business year 2016 is dependent on the approval of
the annual general meeting of 7 July 2017.



4.8 INFORMATION ON CAPITAL

MANAGEMENT

For purposes of capital management, equity includes sub-
scribed capital as well as all other capital reserves attrib-
utable to the shareholders of the parent company. The pri-
mary objective of the Group's capital management is to
maximise shareholder value.

The Group's capital structure is managed and adjusted
depending on changes in economic conditions, as well as
the agreed requirements. To maintain or adjust the capital
structure, the Group may make adjustments to dividend
payments to shareholders or make capital repayments to
shareholders or issue new shares.

Firstly, the Group monitors its capital based on a debt ratio
which corresponds to the ratio of debt to equity. SCHWEIZER
focuses on the development of the net gearing ratio. Net
debts are determined from the financial liabilities less
cash and cash equivalents. ScHwEIzeErR continues to limit
the net gearing ratio to a maximum of 150%. Secondly,
the equity ratio, which corresponds to the ratio of equity
to total capital, is used as a control parameter. The finan-
cial strategy stipulates a minimum quota of 35%. A devi-
ation is, however, permitted and is oriented to the actual
situation (investment programme, interest rate levels,
credit rating factors).

2016 2015
Net gearing ratio as a perfor- €thou- € thou-
mance indicator sands sands
Financial liabilities 8,556 9,920
Less cash and cash equivalents -9,508 -13,328
Net financial liabilities -952 -3,408
Equity capital 64,843 67,374
Net gearing ratio -1.5% -5.1%

Equity capitalamounted to EUR 64.8 million (2015: EUR 67.4
million). ScHWEIZER's equity ratio reduced slightly by 1 per-
centage pointto 55% (2015: 56%) and continues to exceed
significantly the minimum equity ratio of 35%.
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4.9 FINANCIAL LIABILITIES

Interest-bearing loans refer exclusively to fixed-interest
bankloans with a par value of EUR 12,600 thousand (2015:
EUR 12,930 thousand)and a carrying amount of EUR 8,556
thousand (2015: EUR 9,920 thousand). The bank loans involve
current financial liabilities in the amount of EUR 1,347 thou-
sand (2015: EUR 1,177 thousand) and non-current finan-
cial liabilities in the amount of EUR 7,209 thousand (2015:
EUR 8,743 thousand). The term of the loan extends from
2018 to 2024. With the exception of aloan in the par value
of EUR 3,000 thousand (carrying amount: EUR 3,000 thou-
sand; 2015: EUR 3,000 thousand) collateral exists in the
form of mortgages.

The agreed repayments were fixed and cash outflows are
not expected to be earlier or higher than agreed. The loan
portfolio is reviewed on a weekly basis together with the
regular short and medium-term financial planning for the
ScHwEIZER Group. The loan exposure is adjusted where
necessary.

4.10 OTHER FINANCIAL LIABILITIES

2016 2015
€ thou- € thou-
sands sands
Liabilities under finance leases 1,541 7
Derivative financial instruments 72 132
with negative market value
Miscellaneous other financial 86 37
liabilities
Total other financial liabilities 1,699 176
Non-current 1,306 0
Current 393 176
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4.11 PROVISION FOR DEFINED BENEFIT
PENSION PLANS

Pension obligations are commitments funded with provi-
sions and are subject to the defined rules of the pension
fund and legal requirements. These are benefit commit-
ments that depend on the number of years worked and sal-
ary, and provide not only pension but also invalidity and
survivors' benefits.

All defined benefit pension plans of the Group are exposed
totypical actuarial risks, particularly investment and inter-
est rate risks. The past service costs and net interest on
the net liabilities of defined benefit plans are reported in
the profit and loss account as personnel expenses in the
respective functional areas.

The carrying amount of the defined benefit obligations is
determined according to the projected unit credit method
using actuarial techniques. For the German companies, the
following actuarial assumptions and the 2005 G guideline
tables of Prof. Dr. Klaus Heubeck have been applied:

2016 2015
Financial assumptions
Discount rate as at 31 % 1.73 2.33
December
Future pay increases % = -
Future pension % 2.50 2.50
increases, executive
employees
Future pension % 1.00 1.00
increases, others
Demographic
assumptions
Age to be expected RT 2005 RT 2005

G G

Assumed retirement age, Years 60 60
individual commitments
Assumed retirement age, Years Statu- Statu-
others tory tory
Fluctuation p.a. % 2.00 2.00

Asalarytrend based on future pay increases was not taken
intoaccount because, with one minor exception, the employ-
ment relationships have already ended.
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The net obligations are disclosed in the balance sheet in
the amount of EUR 21.6 million (previous year: EUR 19.6
million) and are derived as follows:

2016 2015
€ €
thou-  thou-
sands sands
Changes in present value of defined
benefit obligations
Liability from defined benefit 19,554 19,637
obligation as at 1 January
Expenses recognised in profit and
loss
Interest expense 446 443
Current service cost 218 223
Retirement benefits paid -831 -817
Amounts recognised in other
comprehensive income
Actuarial gains and losses
Changes in demographic 0 0
assumptions
Changes in financial assumptions 1,823 -86
Experience adjustments to gains/ 364 158
losses
Employee contributions 0 0
Currency translation differences 0 0
Liability from defined benefit 21,574 19,554
obligation as at 31 December
Benefit commitment amounts
recognised in the balance sheet
Present value of defined benefit 21,574 19,554
obligations
Provisions for pensions and similar 21,574 19,554

obligations



The following amounts were recognised in the statement
of comprehensive income:

2016 2015
€ thou- € thou-
sands sands
Effects, statement of
comprehensive income
Current service cost 218 223
Interest expense for defined 446 443
benefit obligation
Amounts recognised in the income 664 666
statement
Actuarial gains (-) and losses (+)
from changes in demographic 0 0
assumptions
from changes in financial 1,823 -86
assumptions
due to experience-based 364 158
adjustments
Amounts recognised in other 2,187 72
comprehensive income
Total (amounts recognised in 2,851 738

the statement of comprehensive
income)

The following sensitivity analysis shows how the pres-
ent value of the obligation would change in the event of
a change in the actuarial assumptions. No correlations
between the individual assumptions are considered here,
i.e. when varying one assumption, the other assumptions
remain constant. The projected unit credit method used
todetermine the carrying values was also used in the sen-
sitivity analysis.

2016 2015
€ thou- € thou-
sands sands

Sensitivity
Discount rate +0.5% -1,532 -1,354
Discount rate -0.5% 1,728 1,524
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In subsequent years, the following maturities of undis-
counted payments for pensions are expected:

2016 2015

€ €

thou- thou-

sands sands

Within the next 12 months 880 838
(next business year)

between two and five years 3,565 3,403

between six and ten years 4688 4,501

The weighted average maturity of the defined benefit pen-
sion plans at the end of the reporting period is 15.3 years
(previous year: 15.0 years).

In the case of defined contribution plans for members of
the Management Board, no further obligations exist beyond
remittance of the contributions to the pension fund. The
contribution payments are recognised as a personnel
expense and for the reporting year amount to EUR 415
thousand (previous year: EUR 649 thousand).

Contributions to statutory pension insurance in the 2016

business year came to EUR 2,790 thousand (previous year:
EUR 2,568 thousand).

4.12 OTHER LIABILITIES

2016 2015

€ thou- € thou-

sands sands

Liabilities from salary and wage 1,733 1,664
accounting

Liabilities from other taxes 1,174 1,272

Liabilities relating to social security 848 514

Miscellaneous other liabilities 782 1,048

Total other liabilities 4,537 4,498

Non-current 0 0

Current 4,537 4,498
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4.13 OTHER PROVISIONS

The current and non-current other provisions are divided into the following provision types and developed as follows
in the business year 2016:

In € thousands Status 1 Jan. Acquisitions Utilised Reversals Interest Status 31
effect Dec.
Obligations vis-a-vis 2,622 1,492 1,092 31 1 2,992
employees
Guarantees 280 5 - - - 285
Insurance premiums 91 187 3 15 - 260
Additional provisions 1,203 1,113 958 24 32 1,366
Total 4,196 2,797 2,053 70 33 4,903
Of which current 3,848 4,429
Of which non-current 348 474

The obligations vis-a-vis employees include costs for time credit entitlements, profit participations, outstanding holi-
days and other personnel expenses.

The other provisions include costs of the annual financial statement and outstanding supplier invoices.
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4.14 ADDITIONAL INFORMATION CONCERNING FINANCIAL INSTRUMENTS

The following table shows the reconciliation of the balance sheet items with the classes of financial instruments, divided

according to the carrying amounts and fair values of the financial instruments, and the assignment of the balance sheet

items to the measurement categories:

In € thousands

Assets

Participating interests

Trade receivables

Other financial assets

Derivative financial
assets (no hedge
relationship)

Other non-derivative
financial assets

Cash and cash equivalents

Liabilities

Financial liabilities

Trade payables

Other financial liabilities

Derivatives with
negative market value

Leasing liabilities

Other non-derivative
financial liabilities

Measurement category
according to IAS 39

Available for sale

Loans and receivables

Held for trading

Loans and receivables

Loans and receivables

Financial liabilities at
amortised cost

Financial liabilities at
amortised cost

Held for trading

Non IFRS 7

Financial liabilities at
amortised cost

2016

Carrying Fair value

amounts
2,266 2,266
17,543 17,543
0.4 0.4
3,267 3,267
9,508 9,508
8,556 8,556
7,355 7,355
72 72
1,541 1,541
86 86

2015

Carrying
amounts

730

17,608

11

3,385

13,328

9,920

7,582

132

37

Fair value

730

17,608

11

3,385

13,328

9,920

7,582

132

37
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The carrying amounts of the financial instruments, aggre-
gated according to the measurement categories of IAS 39
are as follows:

2016 2015
Category € thou- € thou-

sands sands
Available for sale 2,266 730
Loans and receivables 30,318 34,322
Financial assets held for trading . 11
Financial liabilities at amortised 15,997 17,539
cost
Financial liabilities held for 72 132
trading

The following table shows the net earnings resulting from
financial instruments (including interest income and inter-
est expenses):

2016 2015
Category € thou- € thou-
sands sands
Available for sale
Recognised in other 1,513 0
comprehensive income
Recognised in the income 0 -119
statement
of which: Reclassification from 0 0
equity into profit or loss
Loans and receivables -211 -744
Financial assets and liabilities held 123 -163
for trading
Financial liabilities at amortised -304 -286

cost

INFORMATION ON MEASURING THE FAIR VALUE

The net earnings from financial assets that are available
for sale primarily comprises profits or losses from partic-
ipating interests and impairments on participating inter-
estsrecognised in the previous year. The net earnings from
loans and receivables primarily includes effects from the
currency translation and changes in the valuation allow-
ances. The net earnings from financial assets and liabil-
ities held for trading include the effects from the valu-
ation of derivatives at fair value and realised gains and
losses of derivative financial instruments. The net earn-
ings from financial liabilities valued at amortised cost pre-
dominantly comprise the effects of currency translation
and interest expenses.

The interest income achieved on financial instruments
accounted for atamortised cost amounted to EUR 41 thou-
sandinthe 2016 business year (previous year: EUR 25 thou-
sand). Interest expenses from such financial instruments
amounted to EUR 228 thousand (previous year: EUR 373
thousand).

The following table shows the assets and liabilities measured at fair value:

In € thousands

31 December 2016 31 December 2015
Levell Level2 Level3 Levell Level2 Level3

Derivative financial instruments with positive market value 0.4 11
Financial assets that are available for sale 2,254 718

Assets 2,254 0.4 718 11
Derivative financial instruments with negative market value 72 132
Liabilities 72 132
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As at 31 December 2016, the derivative financial instru-
ments comprise currency derivatives and raw material
hedges. The currency-related transactions relate to tar-
get forwards on EUR/USD exchange rates. The raw mate-
rial hedges involve commodity derivatives (gold swaps)
whereby a fixed price is paid for gold and the bank pays
variable amounts. Measurement of the derivatives was
based on level 2 input factors using values from active
markets for identical assets.

The interest in Meiko Electronics Co. Ltd., Ayase, Japan, is
reported on the basis of level 1 in the amount of the mar-
ket value of the shares and the JPY/EUR exchange rate at
the reporting date.

Inthe case of trade receivables, other non-derivative finan-
cial assets and cash and cash equivalents, the carrying
amounts correspond to the fair value, due to the predom-
inantly short maturities of these instruments.

Inthe case of trade payables, other non-derivative financial
liabilities and other liabilities, it is assumed, on the basis
of the predominantly short maturities, that the carrying
amounts of these instruments correspond to the fair values.

The liabilities from finance leases result from lease con-
tracts concluded in business year 2016. Due to insignifi-
cant deviations from the market and costing interest rate,
itisassumed that the carrying amounts correspond to the
fair value.

For the equity instruments measured at cost, a reliable
determination of the fair value is not possible due to the
lack of active markets. This relates to participating inter-
ests. It is assumed that the carrying amounts on the bal-
ance sheet date correspond to the fair values.

No reclassifications between level 1 and level 2 of the
measurement hierarchy took place in the business year.

RISKS IN RELATION TO FINANCIAL INSTRUMENTS

SCHWEIZER is exposed to risks from changes in exchange
rates and interest rates and uses standard derivative instru-
ments to a limited extent to hedge risks arising from oper-
ating and financing activities. The use of these instruments
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is governed by Group directives within the risk manage-
ment system which lay down limits based on the value of
the underlying transactions, define approval procedures,
prohibit the use of derivative instruments for speculative
purposes, minimise credit risks and regulate internal report-
ing and the segregation of duties. Reviews are carried out
regularly to ensure compliance with these guidelines and
the correct processing and measurement of transactions
whilst observing the segregation of duties. The risk man-
agement of financial instruments is also integrated into
the Group-wide risk management system.

The risks which are hedged are chiefly as follows:

Commodity price risk:

Derivatives designated as hedging instruments also reflect
the change in the fair value of the concluded commod-
ity futures contracts. The Group is exposed to the risk of
price fluctuations in its projected purchases of gold salt
and raw materials containing gold. The futures contracts
do not result in physical delivery of gold, but are designed
as cash flow hedges to offset the effects of changes in the
gold-price-related raw material prices. The Group therefore
hedges the purchase of 50 troy ounces of gold per month.

If the price of gold were to rise (fall) by 10 percent as at 31
December 2016, earnings before tax would rise by EUR 93
thousand (previous year EUR 58 thousand) or fall by EUR 93
thousand (previous year EUR 58 thousand).
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Interest rate risks:

In the case of fixed-interest loans or investments, there is
a risk that changes in the market interest rate will affect
the market value of the item concerned (interest-related
price risk). By contrast, variable interest loans and invest-
ments are not subject to this risk as the interest rate is
adjusted to reflect changes in the market situation with
a very short delay. However, the fluctuation of the short-
term rate presents a risk in respect of the future interest
payment (interest-related cash flow risk).

As ageneral principle, external borrowings are repaid when
due. Therefore, an interest rate risk only exists in the case
of avariable-rate borrowing. No variable-rate loans existed
as at the balance sheet date.

Currency risks:
Primary financial instruments are held essentially in the
functional currency.

Exchange rate differences resulting from the translation

of financial statements into the Group's presentation cur-
rency are not taken into consideration.
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If the euro were to rise (fall) against the important cur-
rencies (USD, SGP and CNY) as at 31 December 2016 by 10
percent, earnings before tax would fall by EUR 423 thou-
sand (previous year: EUR 856 thousand) or rise by EUR 512
thousand (previous year: EUR 876 thousand) respectively.

Liquidity risks:

Risks arising from cash flow fluctuations are detected early
within the framework of the established liquidity planning
system. In view of the good ratings of several banks, as well
as the lines of credit pledged by banks, the Group is able
to access substantial liquid funds at any time.

In addition, ScHweizerholds a liquidity reserve of EUR 7.2
million (2015: EUR 7.2 million), which is covered by part
of the deposits and funds and may be used only with the
approval of the Supervisory Board and with the bank man-
dates of the Management Board.



The financial liabilities have the following maturities:

2016

Financial liabilities
Repayment
Interest

Balance

Trade payables

Other financial liabilities
Derivatives

Inflow

Outflow

Balance

Total

2015

Financial liabilities
Repayment

Interest

Balance

Payables from deliveries
Other financial liabilities
Repayment

Interest

Balance

Grants from public authorities
Derivatives

Inflow

Outflow

Balance

Total

31/12/2016

€ thou-
sands

8,556

8,556

7,355

1,699

17,610

31/12/2015

€ thou-
sands

9,920

9,920

7,582
176

314

17,992

upto3

Months

€ thou-
sands

-337
-47
-384

-3,844

-137

112
-144
-32

-4,397

upto3

Months

€ thou-
sands

-261
-151
-412
-4,433
-176

1,729
-1,775

-5,067
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3tol2 1to5 More than
5
Months Years Years Total
€ thou- € thou- € thou- € thou-
sands sands sands sands
-1,009 -4,210 -3,000 -8,556
-129 -456 -156 -788
-1,138 -4,666 -3,156 -9,344
-3,511 0 0 -7,355
-256 -1,306 0 -1,699
0 0 0 112
-38 0 0 -182
-38 -70
-4,943 -5,972 -3,156 -18,468
3to12 1to5 Morethan
5
Months Years Years Total
€ thou- € thou- € thou- € thou-
sands sands sands sands
-916 -5,743 -3,000 -9,920
-476 -1,950 -156 -2,733
-1,392 -7,693 -3,156 -12,653
-3,149 0 0 -7,582
0 0 0 -176
-314 0 0 -314
3,720 621 0 6,070
-4,045 -675 0 -6,495
-325 -54 0 -425
-5,180 -1,747 -3,156 -21,150
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Counterparty risks:

Identifiable risks are taken into account through individ-
ual valuation allowances. There are no generalised individ-
ual valuation allowances. Otherwise, the carrying amount
represents the maximum credit risk.

Collateral:

Collateral is provided to banks exclusively in the form of
mortgages totalling EUR 17.1 million, of which EUR 5.5 mil-
lion (2015: EUR 9.9 million) was utilised as at the balance
sheet date. No further collateral was provided.

4.15 CONTINGENT LIABILITIES AND OTHER
FINANCIAL LIABILITIES

CONTINGENT LIABILITIES

Guarantees and other commitments

As at 31 December 2016, there are guaranteed amounts
from cooperative shares of SCHWEIZER ELECTRONIC AG
in the amount of EUR 5 thousand (previous year: EUR 5
thousand).

In the 2015 business year, a letter of comfort was issued
to a supplier of Schweizer Electronic Singapore Pte. Ltd.
As at 31 December 2016, there were liabilities between
Schweizer Electronic Singapore Pte. Ltd. and the supplier
in the amount of EUR 5 thousand.

SCHWEIZER ELECTRONIC AG continues to undertake to
meet the obligation arising from a local employment con-
tract between Schweizer Electronic Singapore Pte. Ltd.
and the CEO, if the company is unable to fulfil it punctu-
ally and in good time.

Furthermore, SCHWEIZER ELECTRONIC AG undertakes to
meet all obligations of Schweizer Electronic Singapore
Pte. Ltd., if the company is unable to fulfil it punctually
and in good time.
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SCHWEIZER ELECTRONIC AG also undertakes to meet
the obligation arising from a local loan agreement con-
tract between Schweizer Electronic Singapore Pte. Ltd.,,
Schweizer Pte. Ltd. and a bankin the amount of EUR 1,000
thousand, if the companies are unable to fulfil it punctu-
ally and in good time.

There are no guarantees or other commitments at the level
of the subsidiary.

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

Legal disputes

After unsuccessful arbitration proceedings in 2016, a law-
suitwas filed in March 2017 against Schweizer Energy Pro-
duction Singapore Pte. Ltd. The counterparty, the minority
shareholder Darcet Pte. Ltd., is making a payment claim in
the amount of USD 2.25 million and of RMB 27.7 million on
the basis of losses suffered up to 31 December 2016, which
the plaintiff believes were caused by false representations
and the breach of verbal agreements with respect to the
project to produce solar cells in China. Should the claims
asserted be upheld, this could have significant conse-
quences for the Group's net assets, financial position and
results of operations. The ScHweizer Group does not believe
that the lawsuit will be successful.

Other contingent liabilities
No further contingent liabilities exist, as in the previous year.

OTHER FINANCIAL LIABILITIES

Obligations arising from operating leases

The Schweizer Group is the lessee within the framework
of operating leases for various vehicles and e-bikes. The
terms of the leases are between three and five years. Under
some leases, the lessee has the option to renew the lease
for another three to five year period.
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As at 31 December, the following, non-discounted, future minimum lease payment obligations exist under non-can-
cellable operating leases:

2016 2015
€ thou- € thou-

sands sands
Up to one year 322 239
More than one year and up to five years 635 385
Total 957 625

Obligations arising from finance leases

The Group has concluded a finance lease contract for a combined heat and power unit (CHP) and for a telephone sys-
tem. The Group's obligations under finance leases are secured by the lessor's ownership of the leased assets. The future
minimum lease payments under finance leases can be reconciled with their present value as follows:

2016 2015
In € thousands Minimum lease Interest Presentvalue of Minimum lease Interest Present value of
payments minimum lease payments minimum lease
payments payments
Up to one year 237 22 215 7 0 7
More than one year 736 65 671 0 0 0
and up to five years
Over 5 years 680 25 655
Total 1,653 112 1,541

Other obligations

As at 31 December 2016, annual payment liabilities exist ~ The order obligation arising from already awarded invest-
as a result of concluded maintenance agreements in the  mentordersintangible assetsamounted to EUR 3,118 thou-
amount of EUR 513 thousand intotal (2015: EUR 449thou- sandasat31 December2016(2015: EUR 2,911 thousand).
sand). The annual payment obligations from lease agree-

ments within the framework of operating leases amounts to

EUR 172 thousand (2015: EUR 166 thousand). The mainte-

nance agreements and the lease agreements end between

2017 and 2020.
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4.16 INFORMATION ABOUT RELATION-
SHIPS WITH RELATED COMPANIES
AND PERSONS

RELATED COMPANIES

Related companies that are controlled by SCHWEIZER ELEC-
TRONIC AG or managed jointly with another party are pre-
sented in section 6.5. The business transactions between
SCHWEIZER ELECTRONIC AG and its subsidiaries were elim-
inated within the framework of consolidation.

In business year 2016, there were no transactions with
the joint venture, Meiko Schweizer Electronics Hong Kong
Co., Limited. Consequently, no expenses or income from
Group transactions with the joint venture were incurred/
arose. Likewise, as at 31 December 2016, there were no
outstanding balances with respect to the joint venture. In
the previous year, there was a trade payable vis-a-vis the
joint venture in the amount of EUR 567 thousand from the
purchase of machines of the joint venture by SCHWEIZER
ELECTRONIC AG.

RELATED PERSONS

The related persons of the ScHweizer Group comprise the
members of the Management Board and the Supervisory
Board of SCHWEIZER ELECTRONIC AG (see section 6.4) and
their close family relations.

Remuneration for the active members of the Management
Board and the Supervisory Board is comprised as follows:

2016 2015
€ thou- € thou-
sands sands
Current benefits (without 2,332 2,171
share-based remuneration)
Benefits after termination of 415 649
employment
Benefits occasioned by the 0 1,096
termination of employment
Share-based remuneration 77 275
Total 2,824 4,191
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Former members of the Management Board and the Super-
visory Board received a remuneration in the amount of EUR
180thousand(2015: EUR 180 thousand). The pension provi-
sionsinclude a provision in the amount of EUR 6,559 thou-
sand (2015: EUR 6,166 thousand) for the former members
of the Management Board and their survivors.

The employees' representative on the Supervisory Board,
who is employed at SCHWEIZER, also received a salary for
her activity as an employee.

Further disclosures regarding the remunerations of the
Management Board and the Supervisory Board are set out
in the remuneration report.

Reportable business transactions by persons on the Man-
agement Board or the Supervisory Board or by persons and
companies related to them did not arise in business year
2016. In the previous year, a loan granted by related per-
sons in the amount of EUR 600 thousand was paid back
and interest in the amount of EUR 27 thousand related to
this loan was paid to the related persons.

5. EVENTS AFTER THE REPORTING
PERIOD

There were no significant reportable events after the bal-
ance sheet date.

With regard to the two lawsuits filed against us after the
balance sheet date, our legal assessment is that we need
not expect any material consequences for the net assets,
financial position and results of operations of the Group.
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6. ADDITIONAL INFORMATION IN ACCORDANCE WITH HGB

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

The Management Board and the Supervisory Board of SCHWEIZER ELECTRONIC AG has issued the declaration for 2016
stipulated in Section 161 AktG and has made this declaration available to shareholders on the company website
www.schweizer.ag.

6.2 NUMBER OF EMPLOYEES

The average number of employees is:

2016 2015
National Interna- Total National Interna- Total
tional tional
Wage-earning employees 454 = 454 438 - 438
Employees 234 13 247 227 13 240
Number of employees 688 13 701 665 13 678
Trainees 29 = 29 25 - 25
Number of employees (including trainees) 717 13 730 690 13 703

6.3 AUDIT AND CONSULTING FEES

The auditor's fee charged for this business year amounts to EUR 151 thousand for the audit of the (consolidated) financial
statement (previous year: EUR 171 thousand), EUR 36 thousand for other confirmation services (previous year: EUR 24
thousand) and EUR 185 thousand for other auditing services (previous year: EUR 92 thousand).
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6.4 COMPANY BODIES AND THEIR MANDATES

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

Dr Maren Schweizer (appointed until 1 February 2017)
Chief Executive Officer

Responsible for Operations, Sales & Marketing, Global Sup-
ply Chain and the Systems Division.

Activities and mandates within the Group:

= Managing Director of Schweizer Pte. Ltd., Singapore

= Managing Director of Schweizer Energy Production Sin-
gapore 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

Other activities and mandates:

= Managing Director of Schweizer Aviation GmbH, Schram-
berg

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

= Managing Director of Schweizer Verwaltungs- und Beteili-
gungsgesellschaft mbH, Schramberg

= Board Member of Meiko Electronics Co. Ltd., Ayase, Japan

= Member of the General Management Board of ZVEI

= Member of the Economic Committee of the entire ZVEI

= Member of the PCB section in the PCB and Electronic
Systems association of the ZVEI

= Member of the advisory board of HDI Gerling
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Nicolas-Fabian Schweizer

Deputy Chairperson of the Management Board,

Chief Technology Officer

Responsible for Technology, Human Resources, Legal and
Media & Communications.

Activities and mandates within the Group:

= Director of Schweizer Pte. Ltd., Singapore

= Supervisor of Schweizer Energy (Nantong) Co., Ltd., China
= Supervisor of Schweizer Electronic (Suzhou) Co., Ltd., China

Other activities and mandates:

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

= Member of Deutsche Bank’s Freiburg regional advi-
sory board

Marc Bunz

Member of the Management Board, Chief Financial Officer
Responsible for Finance & Controlling, Information Sys-
tems, Purchasing and Investor Relations.

Activities and mandates within the Group:

= Managing Director of Schweizer Pte. Ltd., Singapore

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

= Director of Schweizer Energy (Nantong) Co., Ltd., China

Other activities and mandates:

= Member of the Stock Exchange Council of the Baden-Wiirt-
tembergische Wertpapierbérse

= Member of the advisory board of HDI Gerling



SUPERVISORY BOARD
The Supervisory Board consists of the following persons:

Michael Kowalski

Chairman

Member of the finance committee

Consultant, Senior Adviser of mmc Mollenhauer
Management Consulting AG, Wiesbaden

Christoph Schweizer

Deputy Chairman

Member of the finance committee

Managing Director:

= Schweizer Verwaltungs- und Beteiligungsgesellschaft
mbH, Schramberg

= Schweizer Air Service GmbH & Co. KG, Schramberg

Christian Schmid

Member of the finance committee

Managing Director:

= Gebr. Schmid GmbH, Freudenstadt

= Schmid Technology Systems GmbH, Niedereschach
= Schmid Vacuum Technology GmbH, Karlstein a.M.
= Schmid Technology GmbH, St. Leon-Rot

= Schmid Technology Center GmbH, Dunningen

= Schmid Energy Systems GmbH, Freudenstadt

= Schmid Silicon Technology Holding GmbH, Freudenstadt
= Schmid Verwaltungs GmbH, Freudenstadt

Director/Member of the Board:

= Schmid Systems Inc., Watsonville, USA

= Schmid Thermal Systems Inc., Watsonville, USA
= Schmid Singapore Pte. Ltd., Singapore

= Schmid China Ltd., Hong Kong

= Schmid Shenzhen Ltd., China

= Schmid Zhuhai Ltd., China

= Schmid Asia Ltd., China
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Dr Stephan Zizala (since 1 July 2016)

Vice President & General Manager Business-Line High

Power, Automotive Division

Infineon Technologies AG

Other activities and mandates:

= Member of the Board of Directors of Infineon Technolo-
gies Americas Corp., El Segundo, California, USA

Carsten Brudlo®

Manager Surface Finishing, SCHWEIZER ELECTRONIC AG,
Schramberg

Siegbert Maier”

Member of the Works Council, SCHWEIZER ELECTRONIC

AG, Schramberg

*) Employees’ representative
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6.5 SHAREHOLDINGS AS AT 31 DECEMBER 2016

Name

Fully consolidated subsidiaries

Schweizer Pte. Ltd.

Schweizer Electronic Singapore Pte. Ltd.

Schweizer Energy Production Singapore Pte. Ltd.
Pension fund Christoph Schweizer e.V.

Joint venture, at-equity basis

Meiko Schweizer Electronics Hong Kong Co., Limited
Other participating interests

Meiko Electronics Co. Ltd.

SCHRAMBERGER WOHNUNGSBAU GmbH

Schramberg, 20 April 2017
SCHWEIZER ELECTRONIC AG

The Management Board

N. F. Schweizer M. Bunz
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Headquarters

Singapore
Singapore
Singapore

Schramberg, Germany

Hong Kong

Ayase, Japan

Schramberg, Germany

Share of equity
(in o/o)

100.0
100.0

89.1
100.0

314

4.8
13



COMPANY

SUMMARISED STATUS REPORT
CONSOLIDATED FINANCIAL STATEMENT
CORPORATE GOVERNANCE

107



CONSOLIDATED FINANCIAL STATEMENT

AUDIT OPINION

We have audited the consolidated financial statement -
comprising the income statement, the statement of com-
prehensive income, the balance sheet, the cash flow state-
ment, the statement of changes in equity and the notes - and
the Group status report, which was summarised with the
status report of SCHWEIZER ELECTRONIC AG, prepared by
SCHWEIZER ELECTRONIC AG, Schramberg, for the business
year from 1 Januaryto 31 December 2016. The preparation
of the consolidated financial statement and status reportin
accordance with IFRS as applicable in the EU and the sup-
plementary commercial law provisions to be observed in
accordance with Section 315a(1) HGB is the responsibility
of the company's legal representatives. Our responsibil-
ity is to express an opinion on the consolidated financial
statementand the Group status report based on our audit.

We conducted our audit of the consolidated financial state-
ment in accordance with Section 317 HGB and the gener-
ally 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,
financial position and results of operations as presentedin
the consolidated financial statement in compliance with
the applicable financial reporting framework and in the
Group status report are detected with reasonable assur-
ance. Knowledge of the business activities and the eco-
nomic and legal environment of the Group and evaluations
of possible misstatements are taken into account in the
determination of audit procedures. The effectiveness of the
accounting-related internal control system and evidence
supporting the disclosures in the consolidated financial
statementand Group status report are examined primarily
on the basis of random samples within the framework of
the audit. The auditincludes assessing the financial state-
ments of the companiesincluded in the consolidated finan-
cial statement, the scope of consolidation, the accounting
and consolidation principles applied and significant esti-
mates made by the legal representatives, as well as eval-
uating the overall presentation of the consolidated finan-
cial statement and the Group status report. We believe
that our audit provides a reasonable basis for our opinion.
Our audit has not led to any reservations.
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In our opinion, based on the findings of our audit, the con-
solidated financial statement complies with IFRS as appli-
cable in the EU and the supplementary commercial law
provisions to be observed inaccordance with Section 315a
(1) HGB, and gives a true and fair view of the net assets,
financial position and results of operations of the Group in
compliance with those provisions. The Group status report
is consistent with the consolidated financial statement, it
corresponds to the statutory provisions and on the whole
provides an accurate picture of the Group's position and
suitably presents the opportunities and risks of future
development.

Villingen-Schwenningen, 21 April 2017
Ernst & Young GmbH

Wirtschaftsprifungsgesellschaft

Dr. Wetzel
Auditor

Pfeifer
Auditor
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DECLARATION BY THE LECAL REPRESENTATIVES

To the best of our knowledge, and in accordance with the applicable reporting principles, the consolidated annual finan-
cial statement gives a true and fair view of the net assets, financial position and results of operations of the Group,
and the Group status report includes a true and fair view of the development and performance of the business and the
position of the Group, together with a description of the principal opportunities and risks associated with the expected

development of the Group.

Schramberg, 20 April 2017

The Management Board

N.-F. Schweizer M. Bunz
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CORPORATE GOVERNANCE REPORT AND STATEMENT

The principles of responsible and good corporate govern-
ance determine the activities of the management and con-
trol bodies of the Schweizer Group and Schweizer Electronic
AG. In this statement, the Management Board reports on
corporate governance in accordance with Section 289a(1)
in conjunction with Section 315(5) 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 accord-
ance with German law and therefore has a dual manage-
ment system, comprising the Management Board and the
Supervisory Board.

The Management Board of Schweizer Electronic AG and the
Group subsidiaries leads the company in accordance with
the statutory provisions and the rules of the Board and

the Supervisory Board monitors, advises and supports
the Management Board in its activities. The rules of both
Boards regulate aspects such as this cooperation. With the
German Corporate Governance Code, a standard for the
transparent control and management of companies was
established, which is focussed particularly on the inter-
ests of the shareholders. Many of the corporate govern-
ance principles in the GCGC have been complied with for
quite some time already.

The Declarations of Compliance made by Schweizer Elec-
tronic AG have been 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 Corpo-
rate Governance Code once again in the 2016 business year.

DECLARATION OF CONFORMITY IN ACCORDANCE WITH
SECTION 161 AKTG

(As at May 2016)

The Management Board and Supervisory Board of Schweizer
Electronic AG (hereinafter also referred to as the “com-
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pany”) issue the following Declaration of Compliance in
accordance with Section 161 AktG with reference to the
recommendations of the “German Corporate Governance
Code governmental commission” and will ensure that it
is published on the company’s website. The Management
Board and the Supervisory Board of Schweizer Electronic
AG issued the last Declaration of Compliance in accord-
ance with Section 161 AktG in May 2015 and then updated
it in March 2016. The following declarations refer for the
time period between May 2015 and 11 June 2015 to the
recommendations of the German Corporate Governance
Code (“Code”) in the edition of 24 June 2014, which was
published in the Federal Gazette on 30 September 2014.
For the time period after 12 June 2015, the following dec-
larations refer to the recommendations of the Code in the
edition of 5 May 2015, which was published in the Federal
Gazette on 12 June 2015 (2015 edition).

The Management Board and the Supervisory Board of
Schweizer Electronic AG declare that, since the last Decla-
ration of Compliance was issued in May 2015, the recom-
mendations of the Code were and will be complied with,
with the following exceptions:

Code No. 4.2.2: Code No. 4.2.2(2), clause 3, recom-
mends that, when determining the total remuneration of
the individual members of the Management Board, the
Supervisory Board should consider the relationship of the
Management Board remuneration to the remuneration 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 contracts
with the Management Board in October 2013. When con-
cluding 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 mem-
bers does not exceed the customary remuneration with-
out 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 verti-
cal appropriateness of the Management Board remunera-
tion should be considered and to the extent that it further



defines the relevant groups and the time scale for the com-
parison, we wish to make it clear that no claim to comply
with the Code in this respect is made.

The Supervisory Board considers the requirements of the
recommendation to be too vague. In particular, the Super-
visory Board does not have sufficiently specific informa-
tion on how the senior management staff should be dis-
tinguished from junior management and which sections
of the workforce are relevant and which irrelevant in this
respect. It is also unclear what time frame and perspec-
tive should be considered in terms of “development over
time”. The Supervisory Board is therefore of the view that
the measures already implemented for determining the
remuneration of the Management Board are sufficient
to ensure appropriate 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.

This recommendation is not complied with. The current
and future remuneration rules in the Management Board
employment contracts provide, in the event of extraor-
dinary 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 significantimpact on the achievabil-
ity of the targets subject to variable remuneration, for the
Supervisory Board to unilaterally revise the contract terms
and conditions and other variable remuneration parame-
ters. The Management Board and Supervisory Board believes
it is advisable and necessary to take reasonable steps to
counter the impact of such extraordinary developments.

The company has not complied with and does not com-
ply with the recommendation set forth in Section 4.2.3(4),
clause 1, of the Code, which stipulates that when concluding
contracts with members of the Management Board, care
should be taken to ensure that payments including fringe
benefits made to a member as a result of premature ter-
mination of management duties do not exceed the value
of two years’ compensation (severance payment cap), and
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compensate no more than the remaining term of the con-
tract. The employment contracts signed with members
of the Schweizer Electronic AG Management Board do not
contain such aregulation. The Management Board and the
Supervisory Board do not consider it advisable toincorpo-
rate such aclause, since even in this case the board mem-
ber could refuse to step down from the Board and insist
on payment of his remaining entitlement under the Man-
agement Board employment contract. We also believe that
the Supervisory Board would have regard to the compa-
ny's interests in its negotiations with members who retire
from the Board early and would not award any excessive
severance payment. This means that the recommendation
in Code No. 4.2.3(4), clause 3 (calculation of the severance
payment cap) is not complied with.

Code No0.4.2.3,clause 5, recommends that payments prom-
ised in the event of premature termination of management
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’ compensation).
The company has not complied with and does not comply
with this recommendation. In the event of premature loss
of a position on the Management Board due to a change
of control, two members of the Schweizer Electronic AG
Management Board are entitled to a severance payment
and a compensation payment as a result of their employ-
ment contract thatis not limited to three years' compensa-
tion. 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 paymentin the
event of premature termination of management duties due
to a change of control greater than that recommended in
Code No. 4.2.3, clause 5. Therefore, 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 Management Board that do not comply
with the recommended limit in Code No. 4.2.3, clause 5.

Code No.4.2.5:
mendation introduced in 2013 in No. 4.2.5(3) for business

According to the new Code recom-

years starting after 31 December 2013, the Management
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Board remuneration shall be presented individually in the
compensation report using model tables.

This recommendation was and is not complied with, since
at the annual general meeting of Schweizer Electronic AG
on1July2011itwas decided notto publish the individual-
ised remunerations of the individual members of the Man-
agement Board up to and including business year 2015.
The Management Board and Supervisory Board resolved
in March 2016 not to propose to this year's annual gen-
eral meeting the wording of a further opt out resolution
in accordance with Section 286(5) HGB. The disclosure of
the Management Board remuneration for business years
as of 2016 will contain the information recommended in
Code No. 4.2.5(3) using the sample tables named there,
with the result that the recommendation will be complied
with in the future.

Code No.5.1.2: Code No. 5.1.2(2), clause 3, recom-
mends that an age limit is set for members of the Manage-
ment Board. The company has not complied with and does
not comply with this recommendation. The Management
Board and the Supervisory Board do not consider it advis-
able to make a standard specification of an age limit for
members of the Management Board. Competence, tech-
nical expertise and experience are far more relevant cri-
teria, which should be evaluated regardless of age.

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

The Supervisory Board

No. 5.3.2 nor does the Supervisory Board have a nomina-
tion committee as recommended in Code No. 5.3.3. The
Supervisory Board does not believeitis either advisable or
necessary to set up the above committees for a company
the size of Schweizer Electronic AG with only six members
sitting on the Supervisory Board. The tasks designated for
the audit committee and nomination committee as well
as the other tasks of the Supervisory Board can easily be
dealt with in plenary sessions, provided they are not del-
egated to the existing personnel and finance committee.
The personnel and finance committee is the only commit-
tee of the Supervisory Board. Given the size of the com-
pany and the size of the Supervisory Board of Schweizer
Electronic AG, the Supervisory Board believes it is neither
advisable nor necessary to set up additional committees.
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With the composition of the personnel and finance com-
mittee, the Supervisory Board has adequately satisfied the
recommendation in Code No. 5.3.1(1) (formation of pro-
fessionally qualified committees depending on the spe-
cific nature of the enterprise and the number of its mem-
bers). However, as an extreme precautionary measure, it
is 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, (version
of 2015) recommends that, when stating the specific
objectives to be achieved when constituting the board,
the Supervisory Board should consider, inter alia, an age
limit for members of the Supervisory Board and a control
limit for the duration of a term of office on the Supervi-
sory Board. The company has not complied with and does
not comply with these recommendations. The Supervisory
Board does not consider it advisable to make a standard
specification of an age limit for members of the Supervi-
sory Board. Competence, technical expertise and experi-
ence are far more relevant criteria, which should be eval-
uated regardless of age. The Supervisory Board therefore
did not define such an age limit when it stated the specific
objectives to be achieved when constituting the board.
Neither does the Supervisory Board consider the stipula-
tion of a control limit for the duration of a term of office
on the Supervisory Board to be constructive. The Super-
visory Board members who would be affected by such a
limit are precisely those who have in-depth knowledge of
the company and many years of experience, from which
the company profits. The decision as to whether a person's
term of office should be extended therefore must always
be taken on the merits of the individual case.

Code No. 5.4.1(5 to 7) 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 bodies
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 the Supervisory Board believes the requirements
of the Code on the duty to report are not clearly defined
or delineated. In this context such notification is not con-
sidered advisable.



Code No. 5.4.6: Code No. 5.4.6(1), clause 2 recom-
mends that chairmanship of Supervisory Board commit-
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 Management Board and the Supervi-
sory Board believe that the additional remuneration pro-
vided 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 committee chairperson. The Management Board and
the Supervisory Board resolved in March 2016 to propose
to the annual general meeting a new regulation govern-
ing Supervisory Board remuneration in Section 13 of the
Articles of Association, according to which chairmanship
of a Supervisory Board committee should be considered
within the framework of remuneration. The new regula-
tion should apply as of 1 January 2017. From this point in
time, it is thus intended to comply with the recommenda-
tion in Code No. 5.4.6(1), clause 2. According to the Code
recommendation in No. 5.4.6(2), clause 2, if one of the
Supervisory Board members is promised performance-re-
lated compensation, it should be oriented toward sustain-
able growth of the enterprise. The company has not com-
plied with and does not comply with this recommendation,
because the performance-related compensation promised
to Supervisory Board members is linked to the dividend
distributed for the respective business year. The Manage-
ment Board and the Supervisory Board believe that link-
ing performance-related remuneration to the dividend
adequately reflects the responsibility of the Supervisory
Board for sustainable business development and that the
existing compensation arrangement provides the mem-
bers of the Supervisory Board with sufficient incentive to
orient the exercise of their duties towards the long-term,
successful development of the company. Anindividualised
disclosure as recommended in Code No. 5.4.6(3), clause
1, of the remuneration of the members of the Supervi-
sory Board regulated in the company’s Articles of Associ-
ation is not made in the notes or the status report up to
and including business year 2015, because no additional
information that in the opinion of the Management Board
and the Supervisory Board is relevant to the capital mar-
ket is involved. The Management Board and the Supervi-
sory Board decided in March 2016 that the remuneration
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of the Supervisory Board members is to be disclosed indi-
vidually for business years as of 2016, meaning that the
recommendation will be complied with in future.

Code No. 7.1.2: In Code No. 7.1.2 Clause 4, 1st sub-
clause, it is recommended that the consolidated financial
statement should be made publicly accessible within 90
days of the end of the business year.

This recommendation was not complied with. Compli-
ance with a term of 90 days was not possible due to the
time requirement associated with preparing a consoli-
dated financial statement for the first time. The consoli-
dated financial statement was however published by the
statutory deadline.

Schramberg, May 2016
Schweizer Electronic AG

Management Board Supervisory Board
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THE STRUCTURE OF THE COMPANY MANAGEMENT AND
MONITORING IS AS FOLLOWS:

Shareholders and annual general meeting

Shareholders in Schweizer Electronic AG exercise their
rights at the annual general 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 meeting. The annual general meeting
decides on all the tasks assigned to it by the law.

It is the goal of ScHwEIzER to make it as easy as possible
for shareholders to participate in the annual general meet-
ing, which is why alldocuments 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

Under the Articles of Association the Supervisory Board
of Schweizer Electronic AG is made up of six members,
of whom two are chosen by the company employees in
accordance with the provisions of the law with respect to
the German One-Third Employee Representation Act (Drit-
telbeteiligungsgesetz). Five members of the Supervisory
Board were chosen up until the annual general meeting
in 2019 and one member was chosen up until the annual
general meeting in 2017.

Based onitem 5.4.1 of the German Corporate Governance
Code and taking into account the company-specific situ-
ation, the size of the company and the proportion of inter-
national business activities in relation to its composition,
the Supervisory Board defined the following objectives:

1. A minimum of one seat on the Supervisory Board for
persons that particularly embody the criterion of inter-
nationality (for example, through foreign 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, creditors or other
business partners of Schweizer Electronic AG; this is
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intended to limit potential conflicts 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
onthe Supervisory Board for independent shareholder
representatives and a minimum of two seats on the
Supervisory Board forindependent employee represent-
atives (the Supervisory Board estimates that employee
representatives will in principle be independent mem-
bers of the Supervisory Board);

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

The composition of the Supervisory Board complied with
this target with the exception of point 4. Candidates are
selected on the basis of an expertise/competence matrix
which integrates the target composition of the Supervisory
Board and is taken into account in future nominations to
the annual general meeting.

Information on the members of the Supervisory Board, spe-
cifically regarding their working methods and the activities
and mandates performed by the members, can be found
in the report from the Supervisory Board and in the notes
to the annual financial statement.

The Chairman of the Supervisory Board is chosen from
among the members of the Supervisory Board.

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
least four times ayear and meets without the Management
Board if required. There is also a personnel and finance
committee consisting of three members of the Supervisory
Board. The committee chairperson subsequently informs
the Supervisory Board plenum of the results. The Super-
visory Board adopts the financial statement, approves the
consolidated financial statement and appoints 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. The body comprised three members until
1 February 2017 and since then has had two members.

The Management Board informs the Supervisory Board
regularly, promptly and comprehensively with regard to
all relevant issues regarding business development, plan-
ning, finance and the business situation.

The status report describes the essential features of the
Management Board remuneration system.

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

Equal Participation of Women and Men in Leadership
Positions in the Private and Public Sector Act

The "Equal Participation of Women and Men in Leadership
Positions in the Private and Public Sector Act", which came
into force on 1 May 2015, stipulates a minimum quota of
30 percent for women and men (so-called gender quota)
on the supervisory boards of companies that are publicly
listed and subject to parity codetermination. For companies
such as Schweizer Electronic AG, which are publicly listed
or subject to codetermination (including under the One-
Third Employee Representation Act [Drittelbeteiligungs-
gesetz]), an obligation has been introduced whereby they
themselves must set targets for the proportion of women
on the Supervisory Board and Management Board and at
the two highest management levels. The company has to
observe a "no deterioration" rule.

Schweizer Electronic AG has adopted targets whereby one
seat on the Supervisory Board, one seat on the Manage-
ment Board and one position at the main management
level below the Management Board must be occupied by
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a woman. At the time these targets were stipulated the
main management level below the Management Board
comprised employees who reported directly to the Man-
agement Board. A second management level below the
Management Board is not defined as such at Schweizer
Electronic AG. The stipulated targets should be achieved
by 30 June 2017.

Accounting and financial statement audit

Since the 2016 business year, a consolidated financial state-
ment is prepared in accordance with IFRS guidelines. The
annual financial statement of Schweizer Electronic AG is
prepared in accordance with HGB guidelines. The consoli-
dated financial statement and the annual financial state-
ment are produced by the Management Board, checked
by the auditor and approved and adopted by the Super-
visory Board. The consolidated financial statement and
the annual financial statement are 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 - that the Chairman of the
Supervisory Board shall immediately be informed of key
issues that surface during the audit. The auditor reports on
allissues 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
thatresultininaccuracywith respecttothe Declaration of
Compliance submitted by the Management Board and the
Supervisory Board in accordance with Section 161 AktGC.
The auditor participates personally in the Supervisory Board
meetings at which the consolidated financial statement and
the annual financial statement are approved and adopted.

Transparency

SCHWEIZER attaches particularimportance to ensuring con-
sistent, comprehensive and timely information. The busi-
ness situation and the results are reported in the annual
report, at the Analyst Conference, in the quarterly reports
and in the half-yearly financial report.
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Information is also communicated via press releases and
ad hoc disclosures. All reports and disclosures are availa-
ble at www.schweizer.ag/en/investor-relations.html. Que-
ries are dealt with by the Investor Relations and Commu-
nications department.

Shareholding

The members of the Management Board together held
417,882 shares as at 31 December 2016. This contains
193,342 shares held by Mr Nicolas-Fabian Schweizer, and
213,225 shares held by Dr Maren Schweizer who withdrew
from the Board on 1 February 2017.

The members of the Supervisory Board together held
482,050 shares. These include 481,800 shares held by Mr
Christoph Schweizer.

Acquisition and sale of company shares

Inaccordance with Article 19 of Regulation (EU) No. 596/2014
on market abuse, members of the Management Board and
the Supervisory Board are statutorily obliged to disclose
the acquisition or sale of shares of Schweizer Electronic AG
or related derivatives or other associated financial instru-
ments, where the value of the transactions made by the
affected member or related persons reaches a total vol-
ume of EUR 5,000 within one calendar year. The dealings
reported to Schweizer Electronic AG during the last busi-
ness year were duly disclosed and can be viewed on the
company’s web page at www.schweizer.ag/en/investor-
relations/corporate-governance/directors-dealings.html.

Schramberg, 25 April 2017

Management Board Supervisory Board
Nicolas-Fabian Schweizer Michael Kowalski
Deputy Chairman Chairman

of the Management Board of the Supervisory Board
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FINANCIAL GLOSSARY

AktG

Abbreviation for the “Aktiengesetz”,
which is the German Stock Corpora-
tion Act.

Incoming orders

Total value of all orders (reduced by
cancellations) received by the com-
pany from its customers in the corre-
sponding accounting period.

Book-to-bill ratio

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

Cash flow

Any excess of receipts over payments
foracompany, which is variably deter-
mined depending on the size of the
payments under consideration.

Corporate governance

Refers tothe responsible management
and control of a company, aligned
towards long-term value creation.
The German Corporate Governance
Code governmental commission com-
piles the relevant standards and inte-
grates themin the Corporate Govern-
ance Code.

D&O insurance

Abbreviation for director & officers
insurance. D&O insurance is profes-
sional liability insurance for bodies,
such as management and supervi-
sory boards, and executive employees.
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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 inter-
estand taxesand/or EBITDA /. Depreci-
ation of tangible and intangible assets.

EBITDA

Abbreviation for earnings before inter-
est, taxes, depreciation and amortisa-
tion or operating results before finan-
cial result, taxes and depreciation.

EVA®

Abbreviation for Economic Value
Added®. Indicator used in the context
of acomprehensive performance meas-
urement and value creation concept.

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

EPS

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

Free float

Proportion of the share capital notin
the permanent possession of specific
shareholders, but that arein free float.

General Standard

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

HGB
Abbreviation for “Handelsgesetzbuch”,
whichis the German Commercial Code.

Investment grade

Securities and issuers whose credit risk
is considered to be relatively low fall
under the category “Investment Grade”.

Investment ratio
The ratio of investments made to gen-
erated EBITDA.

IFRS/1AS

Abbreviation for International Finan-
cial Reporting Standards. The interna-
tionally accepted accounting standards
ensure the comparability of consoli-
dated financial statements. The individ-
ual standards of the IFRS are referred
to as IAS (International Accounting
Standards), while the newer stand-
ards are referred to as IFRS.

ISIN

Abbreviation for International Security
Identification Number. Used to clearly
identify securities internationally.



Joint venture

Cooperation between two or more part-
ner companies, in which the partners
remain legally autonomous.

Cash flow statement

Analysis of the development of liquid
funds/flow of payments under consid-
eration of the source and use of funds.

Consolidation

Within the consolidated financial state-
ment, itis necessary to consolidate the
shareholding relationships that exist
between the Group companies. Here,
the carrying amount of the participat-
ing interest is offset against the pro-
portionate equity capital amounts of
the subsidiaries.

Deferred taxes

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

LTIP

Abbreviation for Long Term Incentive
Programme. Remuneration compo-
nents with long-term incentive com-
ponent and a proportion of risk in the
form of a “share matching” plan.

NOPAT

Abbreviation for Net Operating Profit
After Taxes. This key figure provides
the net profit based on the premise of
complete equity financing.

Net gearing
Interest-bearing liabilities after allow-
ing for liquid assets and current finan-
cial assets.

Net gearing ratio

(Interest-bearing liabilities after allow-
ing for liquid assets and current finan-
cial assets)

/equity capital

Prepayments and accrued income
Payments that have already been made
or received in advance in the report-
ing period, but relate to a period after
the reporting date

Provisions

Payments or depreciations in value for
later periods recognised as expendi-
tureinthe accounting period, the level
and/or time of which is not fixed on
the reporting date, but which is rea-
sonably certain to occur.

Scorecards

Instrument for the measurement, doc-
umentation and control of a compa-
ny’s activities.

Treasury

Treasury means financial management
and is part of the finance area. The
goal of Treasury and its management
instruments is to optimise a compa-
ny's liquidity and profitability.

Cost-of-sales method

Procedure for the income statement
to determine the success of the rel-
evant period, whereby expenses are
split into functional areas (manufac-
turing, administration, sales). The sales
revenue is only set against the manu-
facturing costs that were responsible
for the sales.

WACC
Abbreviation for Weighted Average
Cost of Capital.

WKN

Abbreviation for "Wertpapier-Kenn-
Nummer", the German securities code,
which uniquely identifies securities in
Germany. Ininternational transactions
the German securities code numberis
replaced by the ISIN.

Working capital

The sum of the inventories and trade
receivables from operating activities
less current vendor liabilities.
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ACT technique
Assembly and connectivity technique

Bare die
Unhoused components, called naked
chips.

Design-in cycles
Development cycles.

Embedding technology
Technology for the integration of active
and passive components in PCBs.

FR4 Flex
3D PCB with a bending radius of up to
180°.

High frequency application

In this case, in the 24 GHz and 77 GHz
range. These are radar applications in
vehicles.

i Board technology
Integration of semiconductors as well as
passive components in PCBs.

Inlay solution

Inlayis a solid copper layer that is embed-
ded in the PCB using a special tech-
nique. The inlay is form-fitted in a resin
composite.

Power electronics
The conduction of high currents and/or
heat dissipation.

Power semiconductor

Power semiconductors offer almost
unlimited freedom in shaping the flow
of electrical energy. Their advantage is
that they can switch extremely fast -
typicallywithin a split second - between
the "open"and "closed" states. By using
faston/off pulses, virtually any shape of
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energy flow can be produced.

PCB

Printed Circuit Board - a carrier for elec-
tronic components. PCBs are used to
linkactive, passive and electromechan-
ical components as well as connectors.
Depending on the technological require-
ments, PCBs are available in a variety of
formats. They offer a range of technolog-
ical possibilities, which can be combined
with one another in a modular manner.

NTI
NT Information Ltd. (Published by PCB
expert Hayao Nakahara).

Off-grid

An off-grid systemiswhatis knownasan
"island system". A photovoltaic system
thatis not connected to the national grid
and only functions with an energy store.

p? Pack technology
Innovative technology for the manufac-
ture of power modules.

Prepreg

Fibre glass matsthatare 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

Combination of two different PCBs and
technologies into a single PCB.

SiP

Systems in package. Alternative to clas-
sic “Motherboard Embedding”. In this
instance, modules with different func-
tions are installed on a base PCB or sub-
strate.

Smart battery switch

A semiconductor switch that cuts out
the on-board voltage in a vehicle in a
reversible manner. Inthe event of afault
(e.g. accident), the switch disconnects
the vehicle on-board voltage from the
battery to prevent potential short cir-
cuits 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).

Stage Gate® process

The Stage Gate modelis a model for opti-
mising innovation and development pro-
cesses. The Stage Gate® process divides
adevelopment projectintoa number of
individual sections and so-called gates.

Thermo-Prepregs

Special prepregs with approx. 10-times
better thermal conduction than stand-
ard prepregs.

"Wide Band Gap" semiconductor
Power semiconductors based on gal-
lium nitride.

ZVEI

Zentralverband Elektrotechnik-und Elek-
tronikindustrie e.V. [German Electricaland
Electronic Manufacturers’ Association].

VDA

The German Association of the Auto-
motive Industry (Verband der Automo-
bilindustrie).



FINANCIAL CALENDAR

Date Publication/event

28/04/2017 Annual financial report 2016

05/05/2017 Report for 1st quarter 2017

05/05/2017 Analysts’ conference

07/07/2017 Annual general meeting

12/07/2017 Planned dividend payment date

09/08/2017 Half-yearly financial report as at 30/06/2017

06/11/2017 Report for 3rd quarter 2017

These dates and potential updates are also detailed on our website at
http://www.schweizer.ag/en/investor-relations/financial-calendar.htmi.

IMPRINT

Schweizer Electronic AG In this report, Schweizer Electronic AG is also referred to as SCHWEIZER.
Einsteinstrasse 10 In this report, Meiko Electronics Co., Ltd. is also referred to as MEIKO.
In this report, WUS Printed Circuit (Kunshan) Co., Ltd. is also referred to as WUS.
78713 Schramberg In this report, Elekonta Marek GmbH & Co. KG is also referred to as Elekonta.
Germany All figures are rounded, which can lead to minor deviations when these are added up.
Tel.: +49 (0) 7422 512-0 To aid readability, the male form is used throughout this document. However, the female

Fax: +49 (0) 7422 512-397 form is also always implied.
www.schweizer.ag Picture credits
Photographs @ Nicolas Knebel - perceptum.de
Page 16: © PantherMedia/the_lightwriter
Page 18: © wajan/Fotolia

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
subjecttovarious risks and uncertainties. Anumber of factors, many of which are outside the control of ScHwEIzER, have an impact on SCHWEIZER'S busi-
ness 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 orimplied in these forward-looking statements. On our part these uncertainties arise in particu-
lar due to the following factors: Changes to the overall economic and business position (including margin developments in the major divisions), chal-
lenges posed by the integration of important acquisitions and the implementation of joint ventures and other major portfolio measures, 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 mate-
rially both in a positive and negative sense from the results referred to in forward-looking statements as expected, anticipated, proposed, planned,
projected or estimated. ScHweizer does not obligate itself and does not intend to revise or correct these forward-looking statements in light of devel-
opments which differ from those anticipated.
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