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KEY FIGURES 2016

Financial key figures

BilRUG* 2016 BilRUG* 2015 Change in %
Turnover KE 33,717 25,866 +30.4
EBITDA ..................................................................................................... K €3610 ...................... 2644+365
EBIT ......................................................................................................... K €3082 ...................... 2066+492
Resunaftermcometax .............................................................................. K € ............................... l 9651183+661
CaShﬂowfromongomgbusmessactmty ..................................................... K € ................................. 7821511 ........................ 482
InvestmentsmtanglbleflxedassetsandImmaterlalassets ............................ K € ................................. 435 ......................... 421+33
. Amortlsatlon S On tanqlble flxed assets an d Imm ate”al assets ........................ K € ................................. 528 ......................... 578 .......................... 8 6 .
EammgsperSharee ................................... 1 19 ........................ 079510
BOOkvalueperSharee .................................. 901 ........................ 515 ......................... 750
Eqwtyratlo% .................................... 61 ........................... 40 ..............................
Exportratlo% .................................... 23 ........................... 28 ..............................

* This annual financial statement to 31 December 2016 was compiled in the Euro (€) currency on the basis of the regulations under Ger-
man commercial law and the supplementary, legal form-specific statutory and legal regulations. The initial application of the accounting
policy in accordance with the Accounting Policy Implementation Act [Bilanzrichtlinie-Umsetzungsgesetz - BilRUG] is regulated in the
Introductory Act to the German Commercial Code [Einfiihrungsgesetz zum Handelsgesetzbuch - HGBEG] and must be applied to financial
years starting after 31 December 2015. The company applied the above accounting policy for the first time to financial year 2016.

Employment figures

Number of employees by year end 167 138 +29
. Of WhICh prOduct d eve Iopme ntand manaqement .............................................................................. 54 ............................ 44 .......................... +10 .
ofWhIChsalesandsupport ............................................................................................................. 32 ............................ 25 ............................ +7
ofWhIChprOductlon ....................................................................................................................... 31 ............................ 30 ............................ +1
OfWhIChOther ............................................................................................................................... 38 ............................ 29 ............................ +9
of WhIChtramees ........................................................................................................................... 12 ............................ 10 ............................ +2
. |ndep enden t Sales a gent S ................................................................................................................. 10 .............................. 8 ............................ +2 .
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LETTER BY THE EXECUTIVE BOARD

Dear fellow shareholders,

Developments in financial year 2016 were positive
at many levels. We further improved and modern-
ised our product portfolio with innovations such as
the opportunity to accept orders via mobile phone
and related app and the new graphic user interface,
which now also allows our stationary POS systems to

be operated with hand gestures.

This continuous flow of product innovations is the
very bedrock of the upward trend in recent years.
Our secondary brand, Duratec, also continued to
grow, with sales in 2016 increasing by K€ 367, or
57 %, to KE 1,007 year-on-year. We forecast further
growth for Duratec and expect good global opportu-
nities for the combination of top quality, favourable
prices and heavily simplified software. After focus-
sing on the German market up to now, we are plan-
ning to successively launch Duratec in various export

markets as from 2017.

The bonVito online marketing service also contin-
ued to grow in 2016 with the number of participating
branches increasing from 2,074 to 2,671. More than 5
million bonVito cards are in circulation by now. Vec-
tronis also preparing to market the new end custom-
er platform in 2017, which will significantly improve

bonVito's business opportunities.

Despite strongly basing our business on internal
growth and innovation in the past, we have made
a justified exception this year by acquiring a 75 %
share in Posmatic GmbH. This technically sophisti-
cated iPad POS system adds a new product category
to our range and further expands our multi-brand

strategy.

In 2016, new legal requirements were introduced for
the German POS market. Following long political dis-

cussions, the Law for the Protection Against the Ma-



nipulation of Digital Background Recordings [Gesetz
zum Schutz vor Manipulationen an digitalen Grun-
daufzeichnungen] was resolved in December. This
law stipulates for all POS systems to be fitted with
a certified safety device by 1 January 2020. Vectron
expects this law to create significant one-off momen-
tum in the market, which it aims to use to increase its

profits to the fullest extent possible.

As this law does not repeal the directive issued by
the ministry of finance in 2010 which prescribes that
all devices must be changed to electronic devices
which can record individual transactions by 2016,
there was still some backlog in this market in the last

quarter of 2016, which should continue into 2017.

It was possible to increase sales by 30 % to KE 33,717.
The EBITDA increased to KE 3,610, thus reaching a

rate of 11 %. Thanks to Vectron also successfully im-

plementing a capital increase in April of the report-
ing period, the balance sheet structure will remain

extremely stable despite the growth.

We would be delighted if you, dear shareholders,

continue to take this journey with us.
Kind regards,
Vectron Systems AG

The executive board

Jens Reckendorf, Thomas Stimmler
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REPORT BY THE SUPERVISORY BOARD

The supervisory board performed the duties it is
charged with by law and according to the articles of
association during the financial year 2016. The su-
pervisory board was involved by the executive board
in all fundamental business decisions and was always
informed promptly of current developments. In ad-
dition to the regular meetings, each month the ex-
ecutive board reported in writing on the current eco-
nomic situation by way of a clearly defined budget
report, provided an outlook towards the remainder
of the ongoing financial year and drew comparisons
with previous reporting periods, which meant that
up-to-date information was available at all times. If
required, questions by supervisory board members
were also answered quickly outside the executive
board meetings individually or in telephone confer-
ences. The supervisory board gave its recommenda-
tions on the proposed resolutions of the executive
board under consideration of the prerequisites pre-

scribed by law and in the articles of association.

During the financial year 2016, four supervisory

board meetings took place:

+ At the meeting of the supervisory board on 26 April
2016, the annual financial statements 2015 were dis-
cussed and approved and the management report
was approved. The resolution on the recommended
use of profits was also passed. The executive board
and supervisory board analysed developments in fi-
nancial year 2015 and the first quarter of 2016 with

focus on the new bonVito and Duratec business fields

+ On 30 June 2016 a further meeting of the supervi-

sory board took place following the company's an-
nual general meeting in Frankfurt. The course of the
annual general meeting as well as business develop-
ments in the first half of the year were discussed. The
current and future effects of the legal requirements
for cash registers in Germany and Austria constituted
an important topic.

The meeting on 28 September 2016 primarily dealt
with potential acquisitions and cooperations as well
as the status of the key development projects. The
executive board explained the current status and

positive effects of organisational changes.

+ At the last meeting of the year on 14 December 2016,

the current particularly high demand in Germany
due to the requirements of the financial authori-
ties, measures for securing the company’s ability to
supply goods and the investment in Posmatic GmbH

were key topics. The planning for financial year 2017



was presented, discussed and approved by the super-

visory board.

Executive board and supervisory board have issued a
compliance declaration pursuant to Article 161 AktG
[German Stock Corporation Act]. This has been made
publicly available on the company's website. Vectron
Systems AG declares that it follows the German Cor-
porate Governance Code in the version dated 07
February 2017 with exceptions. The exceptions are
considered prudent due to company-specific circum-
stances. Due to the low number of supervisory board
members (three individuals), it was decided to fore-

go the formation of sub-committees.

The management report and annual financial state-
ment submitted by the executive board for 2016 were
audited by the auditing company KJP TreuConsult
GmbH Wirtschaftsprifungsgesellschaft Steuerbera-
tungsgesellschaft and granted an unqualified audit
opinion. The annual auditor reported orally on the

assessment in the supervisory board meeting on

24 April 2017 and was available to the supervisory

board for supplementary information.

Following the assessment of the annual financial
statement (balance sheet, profit and loss account,
notes and management report), the supervisory
board agreed with the result of the annual auditor’s
audit. The annual financial statement is thus con-
firmed. The supervisory board agreed to the execu-
tive board’'s recommendation for the use of the prof-

its.

The supervisory board thanks the executive board
and all employees of the company for the work un-

dertaken in the reporting year.

Mdinster, April 2017

For the supervisory board

Chairman‘/of the supervisory board
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COMPANY AND MARKET

The Company

Vectron Systems AG is one of Europe's leading suppli-
ers of intelligent POS systems. Every year, more than
16,000 POS systems are produced at the company's
head office in Munster. In contrast to other manufac-
turers all the POS models use the same software and
can therefore be networked without problems. At the
same time the software is so flexible that it can be
tailored to diverse trades. In short: One software for

all models and for all industry sectors.

The Market

The market for POS systems is characterized by a
large number of smaller companies, which mainly
work on a regional basis. Only few manufacturers
are internationally oriented. The majority focussed
on specific industries. The number of point of sales
in Germany and Western Europe has been relative-
ly constant for years; however, a continuous trend
towards high-quality, powerful systems can be ob-
served. This applies in particular to restaurant and
bakery chains, two of the main target groups of Vec-
tron Systems AG with a correspondingly high market
share. High-quality systems are especially used when
not just cashing functions are required but manage-
ment solutions (enterprise resource planning, time &

attendance, etc.) are to be covered as well.
The sale is internationally oriented. At present the

products are sold in countries all over the world via

a close-knit network of about 300 specialist trade

10

partners, who also take care of end users. The trade
partners are backed by area sales managers and
by employees in the sales and support department.
Vectron sees considerable remaining sales growth
potential in the foreign markets. In Austria, the Neth-
erlands and in Switzerland the company considers it-

self to be among the leading suppliers.

Sales segments

Sales of the Vectron Systems AG can be divided into
the product segments "POS systems" (these consist
of a combination of hard- and software), "Software"
(PC-based POS and back office software and other
licences), and “Merchandise and accessories”. The
predominant part of the turnover is generated with

the core business, the POS systems.

-2016 D2015

Turnover EUR m

25

20

15

10

1
Merchandise &
Accessories

POS systems Software



THE VECTRON PRODUCT RANGE

Under the main brand of Vectron the company sells
high-quality, technologically sophisticated station-
ary and mobile POS systems. The range is completed
by some peripherals, e.g. customer displays. The POS
software is also developed by Vectron and is con-
stantly adjusted to current market demands. Main
target groups are bakeries and the catering industry.
The software provides numerous tested special func-
tions for the latter but at the same time is so flexible
that it can be tailored to a large number of other

trades.

Stationary POS systems

With its extensive range of stationary POS systems,
Vectron offers suitable equipment compatible with
diverse company sizes and types and increases the
efficiency of work routines with sophisticated func-
tions. In addition to state-of-the-art touch models
that can be controlled like tablets by swiping, touch
keyboard models are also available. Numerous inter-
faces enable easy connection of peripherals, such as
printers, scanners, dispensing systems, etc. High-

quality materials guarantee robustness and a long

service life. All products meet the relevant require-

ments of the national financial authorities.

Mobile POS systems and apps

Mobile POS systems by Vectron are robust, stand-
alone professional devices that do not depend on a
server station or internet connection. Their touch
and keyboard combination makes their operation
particularly quick and intuitive, which will be particu-
larly popular among companies with a high customer
turnover. The Vectron MobileApp, a POS app for mo-
bile Android and iOS devices, completes the options
of mobile cashing with Vectron. It also only requires
a local WiFi network and can do without an error-

prone Internet connection. It can be used alterna-

11
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tively or additionally to mobile Vectron POS systems.

Customer displays

Vectron provides customer displays in three sizes
with designs to match the range of stationary POS
systems. They can either be fixed to the back of the

cash registers or set up on their own stand.

Software products

With "POS PC", Vectron is making the comprehen-
sive POS software also available for PC-based POS
solutions with Windows operating systems. Despite
its different hardware basis, the Vectron POS PC can
be networked with all proprietary Vectron POS sys-
tems. Both systems offer the same functions and a
unified, interchangeable data format for PLUs, sales

and additional services.

“Vectron Commander” is a versatile communication
software which can be used for linking Vectron POS
systems. The complete programming and configura-
tion of the connected Vectron POS systems can be
effected with it. It simplifies data maintenance and
automates data transfer and data analysis by head-
guarters. The Commander can also be used for send-

ing messages to the POS systems and it provides a

12

basis for comprehensive analyses and POS system
reports. POS system data is read through Com-
mander and transferred to specific backoffice pro-

grammes, for instance.

The "Vectron Journal Tool” is a tool for evaluating,
archiving and analysing the POS system journal data
that was read out by means of the Vectron Com-
mander. All sales transactions and campaigns are
displayed in detail and suspicious payment process-

es are filtered.

“Vectron Analytics” is a new backoffice solution
which analyses sales data read out by the Command-
er and processes the key figures in a clearly struc-
tured graphics display. Analytics users can use this
tool, which is also a useful decision-making aid, for

recognising critical developments at an early stage.

The cloud-based “MyVectron App" will make key
figures accessible on mobile devices such as smart-
phones and tablets. It will be available in the near

future.



DURATEC: SECONDARY BRAND FOR THE MEDIUM PRICE SEGMENT

Duratec was launched in 2013 and is Vectron's brand
for the medium price-performance segment. The
Duratec product range is based on the sophisticated
Vectron technology; the software, however, focuss-
es on the essential as well as on strong simplifica-
tion and ease of learning. For the hardware Vectron
relies on long-lived special hardware. At the same
time, Duratec takes into account current trends like
the integration of smartphones as order device. A
PC version of the software is also available. Two sta-
tionary touch POS systems with 12" and 15" screen
are currently available. A third system with a 14"

widescreen is about to be launched.

Duratec is aimed at restaurants, retailers and hair-
dressers with standard requirements. Duratec devic-
es provide an optimal price-performance ratio and
can also be purchased as part of the company's sales
promotion model. Furthermore they can be compre-

hensively protected with a Full-Service Agreement.

Mobile cashing with Duratec

To facilitate mobile payment processing, a POS sys-
tem app for Android and iOS devices has been de-
veloped which can be used for recording and invoic-
ing orders. The App only works in a network with a
stationary Duratec POS system as server. A monthly
payment is required to use the App, thus generating

a reqgular income for the Vectron Systems AG.

The scope of functions of Duratec devices, which
is considerably restricted compared to that of Vec-
tron POS systems, allows a clear distinction of both
brands and prevents cannibalisation of the Vectron
core business. As the programming of the devices is
clearly faster and easier Duratec is interesting for
dealers in Germany and abroad. The bonVito online
services were also integrated in the Duratec POS
systems. Sales generated by the secondary brand in-

creased by 57 % year-on-year.

Sales activities are being driven further in order to
increasingly advance the distribution of the second-

ary brand.

2=

DURATEC

13
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BONVITO: INTERNET SERVICES AND CUSTOMER LOYALTY

Under the brand name of bonVito, Vectron offers
Internet services in the fields of customer loyalty,
customer cards, e-payment, voucher management,
reservation, online ordering and reporting. bonVito
can be integrated in Vectron and Duratec POS sys-
tems, which makes it possible to automatically and
securely handle individual marketing campaigns via
POS system. End customers can register on the bon-
Vito portal, thus providing bonVito partners with val-
uable information about their customers and their
buying behaviour. All relevant campaign data is also
saved in the POS system, making it possible to ana-

lyse each campaign and its success in detail.

bonVito also works across branches; the numerous
modules can be booked individually or combined.
Various tariff models are available. Furthermore,
most of the modules can be used without connection
to a POS system. Around 5 million customer cards

have been circulated by now.

Online marketing platform

Vectron and Coca Cola concluded a cooperation
agreement with the aim of jointly developing the
leading online marketing platform for the takeaway
market. The existing GetHappy app by Coca Cola,
which was launched in 2015, has been linked to the
strengths of the bonVito technology for this pur-
pose. The digital all-in-one solution where end cus-
tomers can order, reserve, collect stamps and points,

buy vouchers, participate in prize draws, etc. online

14

is scheduled for launch in autumn 2017. It will be the
first platform in the German market which combines
all of these options in one system. Restaurateurs also
enjoy fair conditions and they benefit from the fact
that data from the online platform is directly sent
to the integrated Vectron and Duratec POS systems,
which facilitates the handling and leads to efficient
workflows. To ensure that no marketing barriers are
created, restaurateurs can use GetHappy through a
service app even without POS system integration.
However, this option provides less comfort as the
data has to be transferred manually to the existing
POS system. A prototype of the project has already
been presented to the public at this year's Internor-

ga, Germany's leading trade show for hospitality.

At the same time, bonVito will continue to exist and
be developed further as an individual solution for
operators. bonVito will continue to provide restau-
rateurs with a comprehensive online marketing so-
lution and the advantages of their own customer
retention system, including their own customer card
and individual marketing campaigns tailored to suit

each business.

bonVito
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ANNUAL FINANCIAL STATEMENT 2016 - MANAGEMENT REPORT

1. Business performance

1.1. Sector development

The POS system provider market is very varied. The
diversity within the industry and different company
sizes of users is also reflected amongst providers.
In recent years, providers of iOS and Android device
solutions have been increasingly entering the mar-
ket. These systems have not been able to gain a ma-

jor market share up to now.

The predatory competition and pricing pressure
also continued in financial year 2016. As only few
manufacturers are active globally in various mar-
kets, most competitors are small, regionally active

manufacturers.

With over 190,000 installed systems in more than
30 countries, Vectron Systems AG is in the "Top 10"
of European manufacturers of POS systems. The
products are sold through a network of approx. 300
specialist trade partners. Vectron primarily supplies
solutions for restaurants and bakeries. The end cus-
tomer spectrum ranges from single cash register
installations to cash register networks comprising

over 1,000 POS.

The hardware is updated at reqgular intervals and the
software on an ongoing basis to be able to always
service the market with stationary and mobile POS

systems with pioneering technology. With the sec-

16

ondary brand Duratec, which was launched in the
autumn of 2013, Vectron now also serves the entry-
level sector in the cash register area, with robust,
easy-to-use POS systems. With the bonVito brand,
Vectron has established its own internet-based,
multifunctional customer retention programme in
the market. It can be integrated directly in the POS
systems and is sold by the subsidiary bonVito GmbH.

Vectron provides a favourably priced sales variant

for all products.

The cash register obligation in Austria and the re-
guirements for POS systems imposed by the German
financial authorities were events with a particular

impact during the reporting period.

In Austria, the cash register obligation became ef-
fective on1May 2016. All cash registers must also be

fitted with a security device by 1 April 2017.

In Germany, the transitional period specified in the
BMF (German Federal Ministry of Finance) letter of
26 November expired at the end of 2016. All cash
registers had to electronically record sales in detail
by this time and either had to be retrofitted or re-

placed.

The Law for the Protection Against the Manipulation
of Digital Background Recordings [Gesetz zum Schutz
vor Manipulationen an digitalen Grundaufzeichnun-

gen] came into effect on 22 December 2016. It does



not stipulate a cash register obligation, but makes

it compulsory to use a technical security device as
from 1 January 2020. Any devices purchased previ-
ously must be retrofitted, if technically possible, or

replaced by no later than the end of 2022.

1.2. Sales and order development

It was possible to increase total sales by approx.
30 % compared to the previous year to KE 33,717
(previous year: KE 25,865). The primary influences
in the reporting period were the cash register ob-
ligation in Austria as well as the requirements im-
posed on cash register systems in Germany by the
financial authorities. The domestic market gener-
ated 76.7 % compared to 72.1 % in the previous year.
Despite above-average sales growth being generat-
ed in Austria due to the alignment with tax laws, the
other foreign markets displayed rather inconsistent
trends. The political events in Turkey and Great Brit-
ain are of particular importance. They caused do-
mestic sales growth to increase much more strongly

than abroad.

As detailed in the management report 2015, sales of
the Duratec brand were expected to grow in 2016.
Furthermore, additional parts of the active Vectron
customer base will continue to be transferred to bon-
Vito as it has become evident that the internet ser-
vices offered by the subsidiary bonVito GmbH have
a positive connective effect on Vectron’'s hardware

sales and that Vectron further benefits from the con-

tracts concluded by the subsidiary, even beyond the

Vectron online customer retention system bonVito.

Sales increased by 57 % vyear-on-year within the
scope of developing the Duratec brand. By the end
of the financial year, a sales volume of KE 1,007 was
achieved (previous year: KE 640). With Duratec,
Vectron now also serves the entry-level sector in
the cash reqgister area, with robust, easy-to-use POS

systems.

With its sales promotion model, Vectron offers its
end customers an attractive option of refinancing
their investments into new cash register models.
The sales promotion model is offered through the
existing sales network and uses the competency and
market knowledge of the Vectron specialist trade
partners locally. The financing offer contributed to
total sales during the past financial year with a share
of around 10 % (previous year: 11 %) and therefore

increased year-on-year in absolute terms.

Vectron's business model is geared towards very
short delivery periods and corresponding short pro-
duction lead times, from which the Vectron special-
ist trade partners profit in particular. This business

model does not result in significant order backlogs.
1.3. Production and procurement

The POS systems are manufactured on the basis of

a so-called double platform strategy, i.e. each prod-

17
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uct uses the same application software and can be
used, developed and produced in each sector. Hard-
ware development follows a consistent common-part
strategy, meaning that material procurement and
development cycles can be designed efficiently and

flexibly.

The common-part strategy permits the generation of
a relatively broad diversity of models without estab-
lishing a disproportionate stock inventory. The pro-
duction process consists primarily of the assembly
of modules and pre-fabricated components. In order
to ensure high quality standards, the suppliers are

already involved in the development phase.

High-demand model ranges were already changed
over from order specific production to make-to-stock
production in the previous year. The stock goods are
then merely finished when the order is received, so
that it was possible to reduce reaction and produc-
tion times yet again. At the same time, this transition
enables optimum production utilisation during fluc-
tuating demand. Less frequently demanded products

continue to be made specifically to order.

To ensure continuous delivery capability and fast
reaction times, pre-defined minimum amounts are
stocked for all important components. New product
lines may thus result in temporarily increased stock
levels, independently of sales. Stock was increased

deliberately as from the middle of the year in expec-

18

tation of increased demand. This ensured that the

company was able to supply goods at all times.

1.4.

The material investments in the reporting year

Investments

amount to KE 416 (previous year: KE 421). As during
the previous year, the focus was on the new develop-
ment of stationary and mobile POS systems as well
as the modernisation and expansion of the IT infra-

structure and office equipment.

34 % of the staff are involved in the immediate de-
velopment (including new development and further
development) of Vectron products. A considerable
proportion of the personnel expenses are thus di-
rectly attributable to the development efforts. Capi-
talisation of own work was and is however waived in

this context.

At the end of December 2016, Vectron Systems AG
invested a 75 % share in the POS software start-up
Posmatic GmbH, Minster, and also provided capital
for the acquisition of business operations as well as
development measures and sales support. Posmatic
GmbH manufactures POS software that runs on Ap-
ple hardware, such as iPads, iPods and iPhones. End
customers usually purchase this hardware them-
selves and pay a monthly fee for the use of the
software. This sales model is particularly popular
amongst small businesses, which are often unable

to finance traditional POS systems. In order to also



cover this market, Posmatic will be marketed in addi-

tion to Vectron and Duratec as a further POS brand

of the Vectron Group.

1.5. Financing

At the end of the year, cash and cash equivalents
amounted to KE 11,660 (previous year: KE 9,458),
thus increasing by KE 2,202 year-on-year.

Due to the positive business development, positive
operative cash flow of KE 781 was generated despite
the increase in stocks and receivables, which goes

hand in hand with such development.

Liabilities decreased significantly due to the repay-
ment of the subordinate participation rights capital |

and the redemption of loans.

The subordinate participation rights capital Il with
a volume of KE 1,500, has a term until 15 February

2019.

On 20 April 2016, the company was able to success-
fully implement a capital increase from authorised
capital. By placing the 149,999 new shares with in-
stitutional investors in Germany and abroad, the
company generated KE 5,925 before deductions. The
shares were placed at € 39.50 each. The sharehold-
ers’ statutory subscription right was excluded. The
share capital increased to € 1,649,999 due to the

capital increase and after registering the implemen-

tation in the commercial register. The funds thus
generated serve to strengthen equity and promote

further organic growth.

The pronounced internal financing capability of the
company means that current and planned develop-
ment projects can be funded using available liquid
resources. The financing is generally geared towards

long-term stability.

Significant obligations not contained in the balance
sheet include a rental agreement for the property
at the company head office as well as the refinanc-
ing of the successful sales promotion model. Existing
leasing contracts beyond this (transport fleet, tools,
trade fair construction etc.) only play a minor role.
To support bonVito GmbH in the start phase, quar-
antee commitments were entered into. The total sum
of the other obligations by the balance sheet date
is KE 7,499 (previous year: KE 7,461). All of the li-
abilities have remaining terms of up to five years. We

refer to the explanations in the notes.

1.6. Human resources
At the year end the workforce comprised 167 em-
ployees (previous year 126 employees). Additionally

there are 12 trainees.

To motivate employees, Vectron uses a variable,

multi-level remuneration model dependent on the

annual profit. When the profit situation is good, all
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employees participate considerably in the variable
salary components; these are in turn reduced if there
is a reduction in profits. This model balances the em-
ployer's and the employees’ interests in a way that is
accepted by the workforce. In addition to this, a share
option programme (contingent capital, see informa-

tion in the notes) was introduced for managers.

1.7. Remuneration system of the organs

In addition to a fixed remuneration, the members of
the company’s executive board also receive a profit-
dependent component of one percent of the opera-
tive profit (profit before taxes, interest and deprecia-
tions). Furthermore, each member of the executive
board is entitled to a company car. Option rights for

the acquisition of own shares are not granted.

The supervisory board receives a fixed annual remu-

neration. No variable components are provided.

Regarding information on the individualised remu-

nerations we refer to the notes.

1.8.

There were no other important processes during the

Other important processes

financial year.

2. Assets and financial situation
The intangible assets contain primarily the design

and construction plans purchased from the devel-
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opment partners. Production tools are presented as
tangible assets (technical installations). The majority
of the fixed assets relates directly to product devel-

opment.

The wholly owned subsidiary bonVito GmbH founded
in 2012 is presented under the financial assets. The
company provides internet services in connection
with POS systems. During the company’s start phase,
normal and business model-specific start-up losses
were incurred. Due to the positive forecast for the
future, the shares in the company are appraised at

the ongoing acquisition costs.

The stock volume has increased by approx. 25 % com-
pared to the previous year. For popular product mod-
els, production already moved from order production
to make-to-stock production in 2014, resulting in an
increase of the proportion of finished products in the
total volume. This strategy remains adhered to. Fun-
damentally, the ability to supply goods at any time
is given a high priority, which means that temporary
expansions of stock levels are deliberately accepted.
Due to the business model with very short order lead
times by the Vectron customers, delivery shortages
would otherwise have an immediate negative effect

on sales.

The inventory of receivables consists of numer-
ous smaller individual receivables related to differ-

ent customers. The average days sales outstand-



ing varied between 44 and 66 days throughout the

year. Longer payments terms are only granted in
exceptional circumstances. The actual payment de-
fault rate is very low. Potential risks are addressed
through the formation of individual and general val-

ue adjustments.

The issued capital consists of 1,649,999 no-par val-
ue bearer shares with one vote each. The total eg-
uity capital on the balance sheet date amounts to
KE 14,871 (previous year: KE 7,724). The economic
equity capital (incl. participation rights capital II)

amounts to 66.7 %.

The short-term liabilities and accruals of KE 6,078
(previous year: KE 7,116) may be serviced at any time
from the operative cash flow and the existing liquid
resources. The financing of the company is secured
in the medium and long term even if sales vary or
there is a temporary decrease in cash flow. The fi-
nancing and liquidity situation of the company can
be described as very good. The changes of the cash
and cash equivalents are to be found in a separate
cash flow statement. Regarding the amount of the
off-balance sheet commitments, we refer to subsec-

tion 1.5.

3. Profit situation
As previously stated in Section 1.1, new regulatory re-

qguirements force the users of POS systems to retrofit

or replace their cash registers. Provisions such as the
cash register obligation in Austria, on the one hand,
and the storage of detailed sales data in Germany, on
the other hand, had a material impact on business de-
velopments in the reporting period. Following a strong
third quarter, the positive trend in the fourth quarter
continued, resulting in sales of KE 33,717, the highest
figure in the company'’s history and corresponding to
an increase of 30 % compared with the already high
sales figuresin the previous year. In financial year 2016,
the EBITDA grew by 37 % to KE 3,610, corresponding
to an EBITDA margin of around 11 %, whereas the EBIT
amounted to KE 3,082, thus around 49 % up year-on-
year. At the same time, annual net income increased to
KE 1,965, which corresponds to an increase of KE 782

in absolute terms compared with the previous year.

This increase was achieved despite hiring additional
employees for further advancing the next develop-
ment stage of the online marketing tool for the bon-
Vito brand. This system, which previously had been
primarily used as a marketing tool for bakeries and
restaurants, will be developed into an end customer
platform combining order, voucher and reservation
services for restaurants. It will therefore by far exceed
the offers available in the market up to now, at signifi-
cantly lower costs for the linked gastronomic enter-

prises.

Again in 2016, legislative measures in some sales

areas resulted in market distortions that led to in-
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creased development costs and were also influenced
by political events. Domestic sales increased signifi-
cantly by 39 % and sales in other EU countries by

12 %.

Compared with the unadjusted gross profit rate of
54.4 % (previous year: 54.9 %) and deducting the
influence of the sales support model and non-prod-
uct-related sales generated by associated compa-
nies and the continuation of the previous internal
controlling measures, the adjusted gross profit rate
amounts to 57.7 % (previous year: 59.0 %). We refer
to the explanations in the notes on the gross profit

rates.

Other operating income primarily contains exchange
rate gains, offset benefits in kind, income from the
reversal of accruals and impairments as well as oth-

er income.

The personnel costs have increased due to increased
staffing and higher variable salary components by

approximately 22 %.

Of the main items recorded in other operating ex-
penses in the amount of KE 6,565, 51 % pertains to

sales costs and 27 % to operating costs.

Interest expenses primarily contain the interest ac-

crued on the loan from 2015 and interest on partici-

pation rights capital Il. We refer to the explanations

22

in the notes. Due to the existing financing structure,

the company is subject to few interest change risks.

The percentage of foreign currency transactions in
merchandise purchasing in 2016 was approx. 43 %
of the material input. To limit the resulting exchange
rate risk, derivative financial instruments may be
concluded depending on the market situation. Un-
favourable exchange rate changes can have a nega-
tive influence on the gross profit. Other expenses
by the company are not significantly influenced by
exchange rate variations. The same applies to dis-
tribution, as foreign currency areas mostly also use
the Euro for billing purposes. There are at present

no recognisable inflationary tendencies.

4. Significant events after the bal-
ance sheet date

Coca Cola and Vectron are jointly investing in the
new generation of the GetHappy app. Both compa-
nies have concluded a cooperation agreement for
this purpose. The aim is to develop the leading on-
line marketing platform for the takeaway market.
The existing GetHappy app, which was launched in
2015, has been linked to the strengths of the bonVito
technology for this purpose. In the future, restaura-
teurs will be able to process online orders and res-
ervations placed in the GetHappy app in the Vectron
POS systems without any media disruption and fully

automatically scan and redeem vouchers. This part-



nership will facilitate the use of synergies to provide

restaurateurs with a significantly improved market-
ing portal to generate additional growth and also

drive the digital transformation in this industry.

5. Risk reporting

For monitoring purposes and to support decision-
making, Vectron has introduced a software-support-
ed risk management system and appointed a risk
management officer who reports directly to the ex-
ecutive board. All risks are classified and appraised
both qualitatively and quantitatively. There is a requ-
lar risk inventory. Changes are documented so that
historical developments are transparent. The results
of each assessment are recorded in a risk matrix and
discussed with the executive board. If short-term
counter-measures are required, these are initiated

directly by the executive board.

5.1. Business risks

The ongoing pricing pressure may result in invest-
ment decisions, particularly during a weak economic
situation, being increasingly oriented along the sale
price and the service offered. A decline in margins
that cannot be otherwise compensated would then
be feasible. By offering unique selling points, Vectron
has so far succeeded in being disconnected from the
general pricing competition within the sector. Inso-
far, the aim of being technology leader is of central

significance for Vectron.

Various technical developments result in lowering
market entry hurdles and in a continuous change of
products and business models. Missing a new trend
could damage Vectron's profitability long-term. The
monitoring of competitors and other sectors in or-
der to constantly check and adjust the company
strategy is thus of great importance. For this rea-
son, product developments are continually adjusted

to current findings.

The POS sector is increasingly restricted by the re-
quirements of the financial authorities. Apart from
the fiscal memory device obligation that has been
commonplace in many countries for years, there are
increasingly stringent requirements for the captur-
ing and storage of sales data in the cash register
systems. These sometimes constitute a considera-
ble interference with market activity. Corresponding
political decisions are rarely agreed internationally,
which may lead to distortions of competition. Delays
during the implementation of legal requirements
may result in investment decisions being postponed
and therefore in a delay of future sales. Thus there
is continuous monitoring of legislative proposals
and drafts that affect the POS sector directly, so
that adjustments can be integrated into the devel-

opment process at an early stage.

Economic fluctuations have an effect on the willing-

ness to invest in POS systems. Sudden and unexpect-

ed economic downturns can have a serious effect on
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Vectron’'s sales. The concentration on high-quality,
complex system solutions has established itself as
a sensible way for Vectron to achieve the best pos-
sible independence from economic fluctuations, as
investment decisions for high-quality systems are
less dependent on short-term economic trends and
more on strategic considerations. Moreover, the in-
ternational business contributes to a diversification

of the risk.

As a technology company, Vectron may become the
target of industrial espionage. Due to the particu-
lar market characteristics and the specialist know-
ledge required to use the technology, the actual risk
is considered relatively small. Despite this, Vectron
has taken extensive protective measures, e.qg. safe-
guarding of the IT systems, internal access restric-

tions and confidentiality agreements.

5.2. Process and value creation risks

Growth and adjustment processes of the company
may result in the internal process complexity in-
creasing faster than the positive effects of the ca-
pacity expansion or the changes. Insufficient internal
processes may thus negatively affect the company's
efficiency on a temporary basis. During correspond-
ing changes, particularly importance is thus placed
on suitable project management and involvement of
employees. New processes are recorded in writing

and monitored.

24

5.3. Finance risks

Sales variations may have a significant short-term
effect on the available cash flow and thus endanger
the overall financing of the company. For this reason,
Vectron has chosen stable, long-term refinancing
partners. Additionally, sufficient levels of liquidity
holdings are kept, so that the stability of the compa-
ny is ensured at all times even during longer periods
of weak economic performance. A capital increase
was also implemented in April of the reporting year
to further strengthen the capital base as well. We re-

fer to the explanations in Section 1.5 in this respect.

There are at present no significant dependencies on
suppliers or individual customers. The requirements
are distributed between numerous end customers.
When entering into contracts with large customers,
partial payments are agreed to limit the default risk.
In 2016, Vectron’'s largest specialist trade partner

was responsible for approx. 5 % of overall sales.

As the company bought a significant share of the
material in foreign currency, unfavourable variations
may have a detrimental result on profits. Depending
on the market situation, foreign currency items are
secured with derivative financial instruments. Due
to the sometimes high volatilities, these securities
are however not always available at acceptable con-
ditions. Securing against long-term exchange rate
changes is generally only possible to a very limited

extent.



Longer-term business interruption, e.g. as a result of

a fire, could have considerable financial costs. This
risk is mitigated through a business interruption in-

surance.

5.4. IT risks

The IT infrastructure is of very high and still increas-
ing importance for the handling of business process-
es. As a result of the networking of internal systems
with business partners and the provision of internet
services, the threat of attacks by hackers, spam and
viruses as well as general system failures increases.
Vectron thus places great importance on extensive
security measures, backup solutions and regular up-
dates of the IT systems. Data protection is accommo-

dated a.o. through a corresponding rights concept.

5.5. Purchasing and cooperation risks

For electronic components, price savings can gen-
erally be achieved by purchasing larger quantities.
Larger purchasing volumes however have the disad-
vantage of increased capital commitment as well as a
reduced flexibility during product revisions. For this
reason, Vectron concludes framework agreements
with maximum terms of up to one year so that both
flexibility and price savings are maintained. This
makes it possible to anticipate price adjustments in

good time.

In the case of Vectron-specific or single-source com-

ponents, the downtime of a pre-supplier can result in

delivery delays. The largest single supplier contrib-
uted a share of 18.2 % of the total acquisition vol-
ume in 2016. To avoid shortages, minimum amounts
of all specific components are stored and also, where
technically and economically feasible, replacement
suppliers are on stand-by so that a sufficient lead

time for a reaction to downtimes is ensured.

5.6.

Obtaining qualified personnel is both time-consum-

Personnel risks

ing and costly. Medium-sized companies in particular
face strong competition for the best specialists from
renowned large corporations. The company thus
places great emphasis on the working atmosphere as
well as on other non-monetary benefits. A financial
incentive for all employees is the variable remunera-
tion model. In this way it has so far been possible to
employ qualified personnel and also to retain it in

the long term.

5.7. Product risks

The model range undergoes ongoing adjustments,
changes and expansions. The resulting development
and production complexity can lead to product er-
rors that have a significant effect on the company's
profit situation. The expansion of the development
team thus always goes hand in hand with adjust-
ments to the organisation structure. The increased
complexity is met with improved planning processes.
The risk is further limited through a product liability

insurance.
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6. Forecast report

6.1. Future sector development

The intensity of the competition will remain to be
felt strongly in future. It can be expected that the
general market structure remains unchanged, i.e. a
sector dominated by many small and regional market
participants. The trend of some of the global players
continuing to withdraw from the market is likely to
continue. The structure of numerous small competi-
tors will therefore become even stronger. Particu-
larly due to the complex requirements by the finan-
cial authorities, which differ in each country, and the
specific regional requirements of the end customers,
realising economies of scale is very difficult for many

suppliers.

The Law for the Protection Against the Manipulation
of Digital Background Recordings [Gesetz zum Schutz
vor Manipulationen an digitalen Grundaufzeichnun-
gen] came into effect in Germany, the key market,
on 22 December 2016. All new POS systems and a
majority of the previously installed devices must be
fitted with a certified security device as from 1 Janu-
ary 2020. This law will have a positive effect on de-
mand. When and to which extent the effect will occur
depends on the specific implementation of the legal
requirements by the financial authorities and other

authorities involved in the process.

The use of mobile consumer hardware, in particular
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tablet computers, as a basis for cash register sys-

tems can increase further.

The integration of cash register systems into the
internet with corresponding new products and busi-
ness models will further contribute to changing the
sector. These changes will take place surely but
slowly, not matching the intensity and speed of the
consumer goods sector. In future, the innovative ca-

pability of the market participants will determine the

competitive success even more.

The sales structures - in the market segment of Vec-
tron this is sales through specialist trade partners
- are forecast to remain very stable in the long term.
In the area of small and medium-sized end custom-
ers there are no recognisable significant tendencies

to move to direct sales.

6.2. Future product development

A significant focus at Vectron is and remains the
continuous development of the various software
products. The iOS and Android app product portfolio
will be developed further. Once these apps have been
installed, smartphones can be used for placing or-
ders, reporting and customer retention programmes.
For POS systems of the Duratec brand there are also
continuous improvements and adjustments for addi-

tional foreign markets.

The hardware for the stationary and mobile POS sys-



tems is complemented in a targeted manner through

additional products that fill other niche areas (e.g.

butchers) in the market.

The back office functions for reporting, data anal-
ysis and product management are extended con-
siderably - in some cases with own products, in

others through cooperations.

The Vectron-owned internet-based customer re-
tention system bonVito, which is sold by the sub-
sidiary bonVito GmbH, is continually developed
further. This pertains to reporting and adminis-
tration functions as well as the development of a
bonVito end customer portal. The end customer
platform aims to pool the order, coupon and reser-
vation services in the restaurant industry in order

to provide a comprehensive online marketing tool.

6.3. Future business development

Vectron continues to modernise the product range
in the core business through continuous investments
and new innovations. The aim here is to defend and
expand the good market position. An additional ob-
jective is opening up new target markets and cus-
tomer sections. Overall we consider further growth
in 2017 very likely. In November 2016, the company
acquired 75 % of the POS system software start-up
Posmatic GmbH and agreed to provide it with addi-
tional growth capital. The Posmatic software, which

runs on Apple hardware such as iPads, iPods and

iPhones, is not sold with a one-off license, but as a
SaaS (software as a service) model with monthly or

annual user fees.

During financial year 2016, the increase of sales of
the Duratec brand showed that products and busi-
ness model are successful. Sales have almost quad-
rupled since the launch of the Duratec brand. The
establishment of our own sales channel contributed
to this, among other aspects. For the coming busi-
ness year 2017 we expect continuing growth of the
Duratec brand’s contribution to sales. This is boost-
ed by the withdrawal of some competitors from the

market.

It has become evident that the internet services of-
fered by the subsidiary bonVito GmbH have a posi-
tive connective effect on Vectron's hardware sales
and that Vectron further benefits from the contracts
concluded by the subsidiary, even beyond the Vec-

tron-owned customer loyalty system bonVito.

bonVito has become firmly established at the market
in its current form as customer loyalty solution for
individual enterprises and continues to grow stead-
ily. The existing customer base is very stable and the
termination rates very low. The company has also
started to develop its own internet-based customer
loyalty system bonVito into a gastronomy end cus-
tomer platform. Vectron is confident that a competi-

tively priced superior product providing all relevant
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functions in one package and with direct integration
into POS systems offers a good chance of establish-
ing this platform successfully whilst creating added
value for customers and the company. This demon-
strates that there are further business opportunities

based on the bonVito product idea.
Minster, 23 February / 30 March 2017

Vectron Systems AG

The executive board

W

Jenf Reckendoff Thomas Stimmler
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ANNUAL FINANCIAL STATEMENT 2016 - BALANCE SHEET TO 31/12/2016

Assets Acc. to Bil-
31/12/2016 31/12/2015
A Fredassets e
| Intangible assets
.............. 1 Purmasedconcess'onsCommerC|a|propertynghts
and similar rights and values as well as licenses to such
B oS AN VIS - . 431223,
2 Prepayments made e OSOL 431325 38117
BT L OO0 S
] 1. Technical facilities and machines o oovovcerevcerrevrererer. | SacE 333,176
oo 2 Other facllities, operational and business equipment [ 396,669 Leze e [ 247,623
LTI Ll s N m—
e SNETES In BSSOCIAtEd COMPANIES e e e e 229300 205T0TE 200,000
B i Lol R —
LT oo R  ~ E—
] 1. Raw, auxiliary and operating materials S S R 3,100830
o 2 Finished products and merchandise .. RSO E SO 708414
M Claimsandotherassets oo, |
] L. Claims arising from deliveries and services B0 e ] 3409512
oo 2; Claims towards associated companies N, 255,219 |
eevoeo.....Of Which claims arising from deliveries and Services: € 584,320 @ e ettt oo
e assets e 2TO085  SBOLOTO s 118,427
M Cashrin-hand, bank balances and cheques e R E R AR 57664
€. Accruedand deferreditems . S w1eoe R 64613
D Deferred tax assets 122,371 131,947
24,556,820 19,396,825
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Liabilities

Acc. to BilRUG

31/12/2016 31/12/2015
R S [ €
T O 40 S
L Subseribed captal A e 1,500,000
e oAl Al € A5 000 e e e e e ettt e
B S 02T a0 4,500,000
RO e I gS e ettt
B Oy T e .. O EOOC0 R A0000
N IO 2907004 .. lagrioed 1,684,701
oo O Which retained profits: € 942,201 (previous year: € 0L 012) Lottt oo
B .. Accrualsanddeferrals . .
e L TOXBCCTVAS e G 473500
B 2 Oer AT ualS 2060277 .. 3200210 -~ . 1,480,349
L SO ee———
oo L Participation rights capital Il 1300000 s 1,500,000

- of which with a residual term up to one year: € 0
ofwh|chw|thares|dua|termofmorethanoneyear .................................................................................................................................
.................. € 1300000 . R,
e OF WRICh WIth @ residUal term Of MO AN 5 Y earS: € O ettt ettt t] oo
B 2 Liabilities towards financial institutions e 2AT330 3,789,470
of which with a residual term up to one year: € 842,120
ofwh|chw|thares|dua|termofmorethanoneyear .................................................................................................................................
__________________ € 2100820
es from deliveries and services ... [ L4008 e 1,492,359
o Other liabiities . s 2935047
6,484,646
..................................................................................................................................................... 0 1'200
24,556,820 19,396,825
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Profit and loss account 1 January - 31 December 2016 T

Financial year 2015

Financial year 2016

Increase or decrease in finished goods
inventories and work in progress 29,047 74,260

3 Other operating revenues,
of which from currency exchange
€32,725.51 441,420 34,187,856 1,061,028 27,001,135

A) Cost of raw materials, consumables and
supplies, and of merchandise -12,414,925 -9,144,781

b) Social security, post-employment and other

employee benefit costs, of which in respect of

old age pensions: € 73,980 (previous year: €

73,537) -1,396,895 -8,621,450 -1,076,918 7,059,504

Depreciation of tangible and intangible fixed
assets -527,912 -577,575

7 Other operating expenses,
of which from currency exchange € 11,822 -6,565,270 -31,102,239 -5,606,574 -24,934,878

8  Other interest and similar income, of which
from the discounting of accruals: € 0
of which from associated companies:
€ 28,443 76,203 53,003

9  Other interest and similar expenses,
of which from the compounding of accruals:
€0
of which to associated companies: € 0
of which remuneration for participation rights

capital: € 118,260 -196,756 -283,254
1o|ncometaxexpend|tureofwh|ch|atenttaxes ...................................................................................................................................................

Expenditure € 9,576
L. previous vear:revenue € 7,514) . e 651,246 |...B8LIT
L Earnings e taXeS it onn 1,184,760
AN me—— 1672
(13 Annualnet inCome e | 1964803 1,183,088
14 Retained profits from the previous year 8 24220L 201,612
S N O 2307.004 1684700
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Cash flow statement 1 January - 31 December 2016

+/- Increase/decrease of other accruals, where these are not allocated to the investment or financing

e B e 319928 644,323
i ..Other non-operative expenditures/levenues e —DA3 276,000
+/- Loss/profit from the sale of fixed assets 109 1,072
"4/~ Decrease/increase in stocks, claims from deliveries and services as well as ofher assetsnot

allocated to investment or financing activity -3,050,576 1,735,972
"4/~ Increase/decrease in liabilities from deliveries and services as well as other liabilties not allocated
ISt O i Ay e 22890 715022
e QP TS O XD oAl e e B e e [ 0.
T L S 245,144 246,731
5. Cashflow from ongoing business activity 781,099 1,511,478
+ In-payments from disposals of tangible fixed assets 0 20,586
o ut ; paymentsformvestment Smt otang| b|e ﬂ XEd assets andmtang.b |e ..............................................................................................................
OO Lt [—— a0t
.......Qutpayments for investments into financial assets 0 0
5 Cash flow from Investment activ ity ~434,958 ~400.205
IRy ments o eaUy et OnS e 2ol 0.
S O DO NI g e e e [ 4,000,000
... ubpayments from the redemption Of I0anS e e Bdal20) 210,530
... Oubpayments for the repayment of advances e e EaO) 103,528
.....ubpayments to company owners (dividends) 142,500 450,000
(5. Cashflow from financing activity 1,856,341 3,235.942
= ... Cashchange to the cash and cash equivalents 2,202,482 4,347,215
F....Ceshand cash equivalents at the start of the period 9.457.664 >110,449
= Cash and cash equivalents at the end of the period 11,660,147 9,457,664
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1. General information on the company
Vectron Systems AG Minster is active in the produc-
tion and sales of intelligent POS systems and com-
munication software for the networking of branch
operations. The location Minster is both the produc-
tion centre and the head office from which the do-
mestic and international sales regions are supplied.
Company: Vectron Systems AG
Headquarters: Willy-Brandt-Weg 41,
48155 Munster
Register court: Minster Magistrates
Court

Commercial register no.: B 10502
Members of the executive
board with power of
representation: Jens Reckendorf,

Thomas Stimmler

2. Information of the annual financial
statement and on the accounting and
assessment methods

This annual financial statement to 31/12/2016 was

compiled in the Euro (€) currency on the basis of the

regulations under German commercial law and the
supplementary, legal form-specific statutory and le-
gal requlations. The initial application of the account-
ing policy in accordance with the Accounting Policy
Implementation Act [Bilanzrichtlinie-Umsetzungsge-

setz - BilRUG] is regulated in the Introductory Act
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to the German Commercial Code [EinfUhrungsgesetz
zum Handelsgesetzbuch - HGBEG] and must be ap-
plied to financial years starting after 31 December
2015. The company applied the above accounting

policy for the first time to financial year 2016.

Due to the application of BilRUG for 2016, the previ-
ous year's (2015) figures were also adjusted to pro-
vide a better comparison. The following effects of
the adjustment of the previous year’s figures result-
ing only in the profit and loss account are therefore

described below.

The structure of the balance sheet and the profit and
loss account complies with commercial law regula-
tions and supplementary, legal form-specific legal
regulations. The profit and loss account is struc-
tured pursuant to Article 275 section 2 HGB [German
Commercial Code] in accordance with the total cost
format. The option right under Article 265 section
5 HGB was exercised. Pursuant to Article 267 sec-
tion 2 HGB, the company is a medium-sized corpora-
tion. The shares are traded in the Entry Standard (as
from 1 March 2017 in the subsequent SME segment
“Scale") of Deutsche Borse AG, a section of the open

market.

The intangible assets and the tangible fixed assets
are appraised at acquisition cost. Self-produced in-
tangible fixed assets have not been activated. As-

sets that are subject to wear and tear are reduced by



In €

Sales revenues

Remuneration for participation rights capital

2015 acc. to Change 2015 before
BilRUG BilRUG

25,865,846 -654,683 25,211,163
1,061,028 611,103 1,672,131
-2,546,445 1,143,771 -1,402,674
-5,982,585 43,580 -5,939,005
-5,606,574 -1,143,771 -6,750,345
-283,254 241,223 -42,031
n.a -241,223 -241,223

planned linear depreciation. The financial assets are
appraised at acquisition cost. The planned deprecia-
tions are generally determined on the basis of the

following operating lives across the group.

IT programs/other rights 3-10
POS software/construction plans 5-6
Tangible fixed assets 3-13

Stocks are appraised at acquisition or production
costs. The acquisition costs correspond with the
most recent purchase prices. The finished products
are appraised at production costs, i.e. manufactur-
ing and general material costs as well as the manu-
facturing-related value reduction of the fixed assets
were considered. The lower fair value was applied if
this was below the acquisition or production costs on
the balance sheet date. Interest for borrowed capital

was not included.

Claims from deliveries and services, other assets
as well as liquid resources are shown at par. Default
risks and value risks applicable to claims from de-
liveries and services have been suitably considered
both through individual and global valuation adjust-

ments.

Assets and liabilities in foreign currency were ap-
praised as of the balance sheet date at the average
spot exchange rate. All foreign currency items have

terms of less than one year.

Deferred taxes are reported for temporary differ-
ences between the valuations of assets and liabilities

under commercial law and tax law.

Accruals are set at the fulfilment amount required in
accordance with a prudent commercial assessment.

Future price and cost increases are taken into con-
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sideration. Any existing accruals with a term of more

than one year are discounted.

Liabilities are set at their fulfilment amounts.

3. lllustrations on assets

The intangible assets contain in particular hardware
construction plans for cash register models. The
construction plans are written off according to the
average useful life of the cash register models over a

period of five to six years.

The overall development of the fixed assets can been

seen in the fixed assets statement.

Vectron Systems AG owns 100 % of the shares in the
subsidiary bonVito, Minster, which was established
in 2012. The equity capital of bonVito GmbH as of
31 December 2016 is € 164,345. The company fin-
ished the financial year 2016 with an annual deficit
of € 117,551 . Due to the expected positive develop-
ment of the subsidiary, the investment book value is
set at the amortised costs. There is no obligation to
prepare consolidated financial statements pursuant

to Article 293 HGB.

At the end of December 2016, Vectron Systems AG
invested a 75 % share in the POS software start-up
Posmatic GmbH, Minster, and also provided capital

for the acquisition of business operations as well as
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development measures and sales support. The event
was entered in the commercial register on 23 Janu-
ary 2017. Posmatic GmbH manufactures POS software
that runs on Apple hardware, such as iPads, iPods
and iPhones. End customers usually purchase this
hardware themselves and pay a monthly fee for the
use of the software. This sales model is particularly
popular amongst small businesses, which are often
unable to finance traditional POS systems. In order
to also cover this market, Posmatic will be marketed
in addition to Vectron and Duratec as a further POS

brand of the Vectron Group.

There was no unrealised investment income from the
above shares, for which an accrual blocked from dis-
tribution would have to be set aside in accordance
with Article 272 V HGB [German Commercial Code],

in the reporting period.

The stocks mainly consist of raw materials, consum-
ables and supplies for the production of the cash
register models. Due to drop shipments, goods for
resale only play a minor role. In view of the continu-
ing financial boom and related demand for the abil-
ity to supply goods at all times, the changeover of
some product lines from order production to make-
to-stock production undertaken for the first time in

2014 was continued in the reporting year.

As of the balance sheet date, cash in hand and bank

balances amounted to € 11,660,147. The liquid re-



sources resulting from a development loan taken out

in June 2015 in the amount of € 3,994,416 as of the
balance sheet date have been invested with interest

and pledged at WGZ Bank until their intended use.

Due to temporary differences between the valua-
tions of assets and liabilities under commercial law
and tax law, in future years there will be a tax relief.
Deferred tax assets were formed at the amount of
this tax relief on the basis of differences regarding
the useful life of some fixed assets. The appraisal

was made at a tax rate of 31.9 %.

As a result of the capitalisation of deferred tax as-
sets, profits can only be paid out if the accruals
freely available after the pay-out amount to at least
€ 122,371 in addition to retained profits and minus

accumulated losses.

4. lllustrations on liabilities
The shares listed in the subscribed capital are no-par
value bearer shares with one vote each and a book

value of € 1.

With approval of the supervisory board, the executive
board is authorised to increase the share capital of
the company during the period up to 06 June 2018
through issuing new bearer shares against a cash or
non-cash contribution once or repeatedly, but not ex-

ceeding a total of € 750,000 (authorised capital 2013).

In financial year 2016, part of the authorised capital
(2013) in the amount of € 149,999 was used for in-
creasing capital by an equal amount. As a result, the
authorised capital (2013) decreased to € 600,001 as

of the balance sheet date.

Further, the share capital was conditionally increased
by up to € 45,000 through the issuing of up to 45,000
new bearer shares within the scope of the contingent
capital (2011). The conditional capital increase (au-
thorisation resolution to 31 May 2016) ensures that
pre-emptive rights are granted to company manag-
ers. On the effective date, 27,500 pre-emptive rights
with a volume of € 27,500 were issued. No pre-emp-
tive rights have been redeemed so far. As of the bal-
ance sheet date, the pre-emptive rights not stated as

an expense amounted to € 1,411,230.

In addition, the share capital was further conditional-
ly increased by up to € 45,000 through the issuing of
up to 45,000 new bearer shares within the scope of
the contingent capital (2016). The conditional capi-
tal increase (authorisation resolution to 30/06/2021)
ensures that pre-emptive rights are granted to com-
pany managers. No pre-emptive rights were issued

as of the balance sheet date.

In accordance with Article 71 section 1 no. 8 AktG [Ger-
man Stock Corporation Act], the company is entitled to
buy own shares during the period up to 12 June 2020.

The purchase is limited to a quantity corresponding to
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Equity capital development
(Euro)

Subscribed
capital***

Capital reserve

Retained earn-
ings**

Participation
rights capital |

Statutory re-
serve

Balance sheet
profit *

Sum

Equity capital at 01/01/2015 1,500,000 4,500,000 40,000 2,760,000 951,612 9,751,612
Dividend payout -450,000 -450,000
Value adjustment -276,000 -276,000
Reclassification in other obligations -2,484,000 -2,484,000
Annual net income 1,183,089 1,183,089
Equity capital at 31/12/2015 1,500,000 4,500,000 40,000 0 1,684,701 7,724,701
Dividend payout -742,500 -742,500
Capital increase 149,999 5,774,962 5,924,961
Annual net income 1,964,802 1,964,802
Equity capital at 31/12/2016 1,649,999 10,274,962 40,000 0 2,907,003 14,871,964

* The balance sheet profits of € 2,907,003 (previous year: € 1,684,701) contain retained earnings of € 942,201 (previous year:

€ 501.612).

** No addition to retained earnings as no fixed and current assets were written up.
*** Shares subscribed from authorised capital in the financial year: 149,999 / shares subscribed from contingent capital in the

financial year: 0

10 % of the existing share capital. The authorisation

can be exercised within the upper limit in full or in par-

tial amounts. The purchase can be made via the stock

exchange or through a public offering. This was not ex-

ercised during the financial year.

The following funds managed by Alto Invest SA,

France, contain summarily 85,000 shares and an

equal amount of voting rights (5.67 %) according to

notification dated 04 June 2016:

* ALTO INNOVATION 2012:
21,190 shares and voting rights (1.41 %)
* FORTUNE EUROPE 2013:

28,750 shares and voting rights (1.92 %)
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* FCPI EUROPE LEADERS:

35,060 shares and voting rights (2.34 %)

The other accruals that are comprehensively classi-

fied as short-term are primarily distributed amongst

the following areas:

Designation EUR
Annual leave/overtime 161,000
Outstanding purchase invoices 709,379
Variable remuneration elements 880,017
Other accruals 309,881
Sum 2,060,277




By way of resolution made at the annual general
meeting on 07 June 2013, participation rights capi-
tal of up to € 10,000,000 can be issued. The partici-
pation rights exclusively establish rights under the
law of obligations and do not give rise to member-
ship rights. With the supervisory board’s agreement,
the executive board exercised this right and issued
participation rights amounting to € 1,500,000 (par-
ticipation rights capital II). The subordinate partici-
pation rights capital Il has a residual term up to 15

February 2019.

The liabilities towards financial institutions result
from an unsecured development loan taken out in
June 2015. We refer to Section 3 for explanations on

liquid resources.

The other liabilities contain outstanding liabilities for

the participation rights capital Il of € 53,585.

Regarding the liabilities from deliveries and services,

the usual retentions of title from the acquisition of

assets exist.

5. Notes on the profit and loss calculation

Due to the application of BilRUG in 2016, the previous
year's figures (2015) in the profit and loss account
were also adjusted to facilitate an easier comparison.

We refer to bullet point 2 in this respect.

A large proportion of the sales is achieved through
internally developed and produced Vectron POS sys-
tems. In addition to the sale of hardware, the inter-
nally developed software (network communication,
expansion licences) are also sold. Furthermore, Vec-
tron's complete portfolio is rounded off by peripheral
appliances (printers, scanners, cash register drawers

etc.) and services.

Segment (EUR) Period Germany EU Third country Sum

POS systems 2016 17,333,417 4,809,489 323,934 22,466,840
2015 13,513,363 5,329,048 476,792 19,319,202

s°ftware .............................................................................. 201 6 ........... 1,577,780 .............. 6 13'330 ................ 39’ 524 ........... 2 ’330’ 633 .
2015 1,882,227 608,282 85,454 2,575,963

Goods for resale/service | 2016 | 6849162 1972117 98,636 | | 8,919,915
2015 3,259,649 689,101 21,932 3,970,682

Total 2016 25,860,360 7,394,936 462,093 33,717,388
2015 18,655,239 6,626,431 584,065 25,865,848

perce ntaqe . d | stnbut.o n ..................................................... 201 6 ................ 7 57% ................ 219% .................. 14% .............. 1000%
2015 72.1 % 25.6 % 2.3 % 100.0 %
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In addition to the classic specialist trade partner sales
business, the company also offers a sales promotion
model (“sale-and-lease-back with subsequent sublease
of these cash registers by Vectron to end customers™).
Within the framework of this model, the sales reve-
nues from sublease (KE 1,972; previous year: KE 1,734)
during the term always need to be viewed against (al-
most) identical leasing expenses (KE 1,522; previous
year: KE 1,355) under the material expenses item. Ad-
ditionally, direct sales costs (K€ 1,412; previous year:
KE 1,143) are incurred within the scope of this model,
which are now also included in the material expenses
item, even under BilRUG. After deducting the figures
for these effects and for non-product-related sales
generated by associate companies, adjusted sales
amounted to € 29.4 million (previous year: € 22.4 mil-
lion) and adjusted material expenses of € 12.4 million
(previous year: € 9.2 million), resulting in an adjusted
gross profit ratio of 57.7 % (previous year: 59.0 %).
These figures are reported as “POS system manufac-
turer with traditional trade partner sales business”
and compare to the unadjusted gross profit ratio of
54.4 % stated in the profit and loss account (previous
year: 54.9 %) (the gross profit ratio corresponds to
the material expenditure in proportion to the turno-

ver plus inventory changes).

Other operating expenses primarily contain ex-
change rate gains, offset benefits in kind, income
from the reversal of accruals and impairments as

well as other income.
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The profit and loss account contains the auditor's
fees for the audit of the annual financial statement
of KE 30 plus KE 10 for the previous year and for tax

advisory services of KE 14.

In 2016, remuneration for the participation rights

capital I amounted to € 118,260.

The result from ordinary business activity incurred in-
come taxes of € 997,520 listed in the profit and loss ac-
count (previous year: € 651,246). Additional amounts

result from taxes for previous financial years.

The balance sheet was compiled under consideration
of the partial use of the annual result. The executive
board did not exercise the option of endowment of
statutory reserves. A proposal/resolution regarding
the appropriation of profits has also not yet been put

forward.

6. Other information
Other financial obligations in the form of liquidity-
protecting leasing obligations came to the nominal

amount of € 7,499,584,

There are contingent liabilities in the form of guaran-
tees in favour of the associated company pursuant to
Article 251 HBG of € 792,984. Due to the anticipated
positive development of the subsidiary these are not

expected to be utilised.



Other financial obligations (Euro)

of which remainder term

Total up to 1 year 1 to 5 years over 5 years
Leasing obligations* 3,908,769 1,683,694 2,225,075 0
RentaIOb“gatlons 3590815 ........... 813015 ......... 2 777800 .................... O .
Sum 7,499,584 2,496,709 5,002,875 0

*The sale-and-lease-back transactions concluded within the framework of the sales promotion model have terms of 36 or 48 months
with a remainder volume for the following financial years of € 3,487,741, which must be viewed against slightly increased sublease

contracts.

During the reporting period, an average of 143 (pre-
vious year: 125) employees (consisting of 135 full-
time employees and 8 part-time employees) worked

at Vectron Systems AG.

The members of the executive board can be con-
tacted at the company’s administrative address. Mr
Jens Reckendorf is the managing director for the
business divisions technology and development, Mr
Thomas Stimmler is the managing director for the
divisions finance and marketing/sales. A spokesper-
son for the executive board has not been appointed.
The executive board member remuneration includ-
ing expenses, benefits in kind and profit participation
for Mr Reckendorf amounts to € 254,479 (of which
success-dependent: € 41,138) and for Mr Stimmler to
€ 259,012 (of which success-dependent: € 41,138). A
loan agreement with interest of 3.5 % p.a. was con-
cluded for the period until the repayment of the par-
ticipation rights capital I, which expired at the end of
the previous year. The two members of the executive

board received interest of € 16,410 each.

The supervisory board consists of the following three

members:

« Mr Christian Ehlers (chairman), lawyer

+ Mr Maurice Oosenbrugh (vice chairman), Kaufmann
[business administration specialist], managing part-
ner EUCON GmbH

* Mr Heinz-Jurgen Buss, Dipl.-Kaufmann [business
administration graduate], managing director Winkel-

mann Group GmbH & Co. KG

The supervisory board remuneration for the chair-
man is € 15,000. The other supervisory board mem-

bers receive a remuneration of € 10,000 each.

Events after the balance sheet date:

Coca Cola and Vectron are jointly investing in the
new generation of the GetHappy app. Both compa-
nies have concluded a cooperation agreement for
this purpose. The aim is to develop the leading on-
line marketing platform for the take away market.
The existing GetHappy app, which was launched in
2015, has been linked to the strengths of the bonVito
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technology for this purpose. In the future, restaura-
teurs will be able to process online orders and res-
ervations placed in the GetHappy app in the Vectron
POS systems without any media disruption and fully
automatically scan and redeem vouchers. This part-
nership will facilitate the use of synergies to provide
restaurateurs with significantly improved market-
ing potential to generate additional growth and also

drive the digital transformation in this industry.

Minster, 22 February / 30 March 2017

Vectron Systems AG

The executive board

Jen¥Reckendoff Thomas Stimmler
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Development of the fixed assets during the financial year 2016

Acquisition costs

Current as of: Current as of:
01/01/2016 Reclassification Addition* Disposal 31/12/2016
€ € € € €
| Intangible assets
1. Purchased concessions,
Commercial property rights and similar
rights and assets as well as licences to
such rights and assets 7,688,358 26,057 61,251 328,850 7,446,815
2. Prepayments made 38,117 -26,057 93,731 0 105,791
7,726,474 0 154,982 328,850 7,552,606
1 Tangible assets
1. Technical facilities and machines 1,616,471 0 35,493 370,155 1,281,809
2. Other facilities, operational and
business equipment 966,468 0 224,983 31,626 1,159,825
3. Prepayments made 0 0 0 0 0
2,582,939 0 260,476 401,781 2,441,634
1 Financial assets
1. Shares in associated companies 900,000 0 19,500 0 919,500
900,000 0 19,500 0 919,500
11,209,414 0 434,958 730,631 10,913,741

* No interest on borrowed capital was reported in assets in the financial year.
** No write-ups and impairments were recorded in assets in the financial year.
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Depreciations and amortisations

Book values

Current as of: Reclassifica- Current as of: Current as of: Current as of:
01/01/2016 tion Addition** Disposal** 31/12/2016 31/12/2016 31/12/2015
€ € € € € € €

7,257,135 0 192,977 328,831 7,121,281 325,534 431,223

0 0 0 0 0 105,791 38,117
7,257,135 0 192,977 328,831 7,121,281 431,325 469,340
1,083,295 0 219,056 370,122 932,229 349,581 533,177
718,845 0 115,879 31,569 803,155 356,670 247,623
0 0 0 0 0 0 0
1,802,140 0 334,935 401,691 1,735,384 706,251 780,799
0 0 0 0 0 919,500 900,000

0 0 0 0 0 919,500 900,000
9,059,275 0 527,912 730,522 8,856,665 2,057,076 2,150,139
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Audit certificate by the auditor

We have assessed the annual financial statement -
consisting of balance sheet, profit and loss account
as well as notes (incl. assets analysis) - under inclu-
sion of the book keeping and the management re-

port (incl. cash flow statement) of

Vectron Systems AG

Miinster

for the period from 1 January to 31 December 2016.
The accounting records, the compilation of the an-
nual financial statement and the management report
in accordance with German commercial law regula-
tions as well as the supplementary provisions of the
articles of association are the responsibility of the
company’s legal representative. It is our duty to is-
sue an appraisal of the annual financial statement
under inclusion of the accounting records and the
management report on the basis of the assessment

conducted by us.

We have conducted our annual financial statement
appraisal pursuant to Article 317 HGB under consid-
eration of the German principles of an orderly an-
nual financial statement determined by the Institute
of Auditors (Institut der Wirtschaftsprifer, IDW). Ac-
cording to this, the appraisal must be planned and
conducted in a way that ensures the sufficiently

certain recognition of errors and infringements that
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have a considerable effect on the picture of the fi-
nancial situation conveyed by the annual financial
statement under consideration of the principles of
orderly accounting and the management report.
When determining the audit measures, the know-
ledge of the business activity and the economic and
legal environment of the company as well as the ex-
pectation of possible errors are considered. In the
course of the appraisal, the effectiveness of the in-
ternal accounting control system as well as evidence
for information contained in the accounting records,
the annual financial statement and the management
report are assessed primarily on the basis of spot
checks. The appraisal comprises the assessment of
the applied accounting principles and the fundamen-
tal evaluations of the company’s legal representa-
tives as well as the appraisal of the overall depiction
of the annual financial statement and the manage-
ment report. We consider that our appraisal is a suf-

ficiently certain basis for our assessment.

Our assessment has not resulted in any objections.

On the basis of information obtained during the ap-
praisal, we consider that the annual financial state-
ment complies with the statutory requlations and
the supplementary provisions of the articles of as-
sociation and provides a picture of the company's

financial situation that corresponds with the actual



situation. The management report is consistent with

the annual financial statement and provides overall
an accurate picture of the company's situation and
accurately presents the chances and risks of future

development.

Minster, 10/04/2017

KJP TreuConsult GmbH

Auditing company

Tax consultancy

Frank Pihse

- Auditor -

47



VECTRON

J‘k\ Leading in POS Technology

... Since 1990

Vectron Systems AG - Willy-Brandt-Weg 41 < D-48155 Minster « Phone: +49 (0)251 2856-0 « Fax: +49 (0)251 2856-560

wwwyvectron.de ¢ ir@vectron.de



