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DATA MODUL AT A GLANCE

REVENUE HIGHEST STOCK PRICE EQUITY PER SHARE
(in millions of euros) (in euros) (in euros) 26.66
241.4
2183 89.45 22.57
197.1

180.3 26.00 19.86

155.9
140.9 140.2 1467 17.09
53.00
13.62
11,04 11.85 1211
38.09

15.77

18.30 19.55 20-82

Group key figures per IFRS and alternative key performance indicators*

In KEUR 2018 2017

2016 2015 2014

2013 2012 2011

Revenue 241,417 218,256

197,079

180,300 155,915 146,706 140,245 140,870

Lowest stock price in euros 55.60 49.00

1) EBITDA: EBITDA is an acronym for ‘earnings before interest, taxes and depreciation’.
This metric is calculated as EBIT after depreciation and amortization.

2) EBIT: EBIT is an acronym for ‘earnings before interest and taxes’. This metric is cal-
culated as gross profit less research and development expenses, selling and general
administrative expenses.

3) EBIT margin : EBIT margin is calculated as EBIT relative to revenue.

4) Working capital: Working capital is a measure of operating liquidity and thus short-
term financial health. This metric is calculated as trade receivables plus inventories
less allowance for doubtful accounts and trade payables.

5) Cash flow: Cash flow refers to cash flow from operating activities. This metric is calcu-
lated as net income for the year less non-cash income plus non-cash expenses.

6) Investments: Investments are calculated as capitalized development costs and capex/
investments in other intangible assets and property, plant and equipment

35.01 19.91 16.31 12.70 10.76 10.38

7) Number of employees: Average number of employees during the year excluding ap-
prentices

8) Cash flow per share in euros: Cash flow per share means cash flow from operating
activities per outstanding share.

9) Dividend per share in euros: The dividend amount proposed by management at the
Annual Shareholders’ Meeting in 2019

*The DATA MODUL Group utilizes alternative key performance indicators as part of its
regular and mandatory reporting. These alternative performance indicators are in supple-
ment to the ratios defined under IFRS and are not defined under International Financial
Reporting Standards (IFRS). The alternative performance indicators utilized are listed and
explained separately unless their meaning is obvious by the name.
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MANAGEMENT

REPORTS

The fruits of systematic execution on the objectives
established in the “Shape 2020” strategy program
are seen in our recording the most successful re-
sults in company history in the fiscal year ended,
underscoring our position as a world-leading pro-
vider of specialized industrial display, touch, em-
bedded, monitor and panel PC solutions.
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EXECUTIVE BOARD

REPORT

Dear shareholders
and friends of our Company,

"As for the future, your task is not to foresee it but to
enable it." This quote by Antoine de Saint-Exupéry
expresses a belief which DATA MODUL has acted on
and has led the firm to post superb figures for a high-
ly eventful fiscal year 2018. We made great progress
toward becoming a leading global provider of visual sys-
tem solutions, achieving all of the targets defined under
the “Shape 2020” strategy ahead of schedule. Because
of this, DATA MODUL concluded the strategy program
in 2018, having recorded the best year in the compa-
ny's history. DATA MODUL kept its promises and is now
a much stronger and more globally oriented company
operating in a more sustainable fashion than before
execution of the strategy. It is now clear that the “Shape
2020” strategy has propelled our business into a new

dimension.

Fiscal 2018 was an outstanding year for the DATA MODUL
Group We finished out the fiscal year with revenue of
241 million euros and EBIT of over 20 million euros.
The decisions made in the last few years have made us
stronger and increased our potential, propelling us to
decisively exceed our targets for fiscal year 2018. And
we did it despite rising uncertainty in the economic and
political environments and intense competition in the
world’s displays markets.

Top-priority activities in 2018 included strengthening
our global distribution network, building a new produc-
tion site in Poland to further increase production and

logistics capacity, exhibiting at embedded world 2018
and electronica 2018, which are our most important
trade shows, and a number of organizational adjust-
ments. We have moved closer to our overarching goal
of becoming a leading global provider of visual system
solutions by strengthening our Chinese subsidiaries
and expanding a production line in the US. The finan-
cial success we have enjoyed in recent years enables
us to invest further in our future. The innovative capa-
bility of our research and development departments is
mission-critical to our enterprise. In 2018 we expended
roughly 5.4 million euros on research and development
as we invested in order to manufacture the products of

the future.

In view of the Company's business results, the Execu-
tive and Supervisory Boards propose approval at the
Annual Shareholders' Meeting to distribute a dividend
of 2.00 euros per share for fiscal year 2018. This rep-
resents a distribution ratio of approximately 50% of net
income for the year.

The past year's success is the result of the long-term
planning we have carried through on, in line with our
strategy. Yet difficult tasks await, which will require daily
motivation and dedication across all levels of the Com-
pany. We owe our business success to our employees
worldwide. Each individual's ability and performance
has played a role in the overall success of the firm. |
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would thus like to expressly thank our staff members.
We also thank our business partners, and most of all
our customers, whose confidence in our performance is
the cornerstone of our business. Their satisfaction is our
mission at all times.

Our experience and strengths form the foundation for
our future. Yet we are aware that it is not past glories
but rather the elements of our business we work hard
on every day—like profitable growth, innovation and
competitiveness—which are key for continuing success.
DATA MODUL has shaped the display industry with its
bold entrepreneurial and pioneering spirit. The company
has continuously grown, and to achieve our aim of being
the technology leader we have to be able to collaborate
closely with our customers and suppliers as partners.
The strategy agenda entitled "Touch Tomorrow 2023" is
now the new roadmap to our staying on top as a manu-
facturer of premium products and provider of premium
services going forward. Our strategy has always been
and will always be the foundation upon which our suc-
cess is built, and thus strategy will be guiding our busi-
ness activities as we look ahead to the year 2023. We
always act with the future in mind — even acting counter
to current trends when necessary. And we have the cour-
age to stay the course chosen when we believe we are
on track for success.

The “Touch Tomorrow 2023” strategic initiative has been
designed to guide the way for DATA MODUL to meet the
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challenges of digitalization and play an active role in
shaping technological change in the displays industry in
the years ahead. The starting point is a solid foundation
of sound finances, innovative capability and profitability
which can make further growth a reality for DATA MODUL.
We intend to remain on this course. We continue in our
efforts to ensure balanced diversification of our sales
through further internationalization in the three major
regions of the world to buffer against fluctuations in indi-
vidual markets and avoid dependencies. Our slogan for
the future will be "local for local" as we endeavor to sub-
stantially reduce time-to-market in our specific markets.
The global displays market continues to grow. We aim to
upgrade our product array to meet the new requirements
associated with Industry 4.0 and the Internet of Things,
and to keep growing in international markets as we have
in recent years. In the process, we will remain committed
to the three "I's" for success: Investment, Innovation and
Internationalization.

In addition to strategy, in the coming years the viability
of our products for the future will be key to our success.
Today, displays are used in all areas of life, be it mechan-
ical engineering, medical devices, transportation, auto-
mation technology, households or any number of other
numerous areas where display units are used daily. Thus
going forward we will remain focused on our Display,
Touch and Embedded technologies. Satisfying custom-
ers is our calling, and we strive to offer innovative prod-
ucts and services.
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We are very well-positioned for the years ahead, having
clearly defined the steps we must take for the success-
ful future we intend within the “Touch Tomorrow 2023”
framework. This includes expanding capacity at several
locations and the further standardization of our pro-
duction technology, which commenced last year in cer-
tain areas. We are optimistic with regard to fiscal year
2019, looking forward to the day-to-day work ahead at
DATA MODUL to prove ourselves and exceed our goals.

In the myriad challenges for the displays industry of
tomorrow we see opportunities for further growth and
technological advances, which we will be moving for-
ward to realize benefits for our customers. A new way of
thinking will be behind these efforts, focused on opera-
tional excellence and profitability. EBIT margin has been
above the lower end of the target range for five years
now, at 7%. Linked to this, the equity ratio has been
around 70%, indicating a strong financial position which
will form the foundation for the investments in our future

we will be making.

=

| would like to thank to all of our shareholders and
financing partners. It is you, our shareholders and
investors who will be our companions as the compa-
ny enters a new era. We have presented to you the
strategy we will pursue to ensure that the necessary
measures are systematically implemented. Your back-
ing reveals your esteem for us and your confidence in
our organization. We will give our best to ensure that
DATA MODUL remains an attractive investment as a reli-
able, future-oriented company that earns this trust.

Munich, March 2019

Dr. Florian Pesahl
Chief Executive Officer
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SUPERVISORY BOARD

REPORT

Dear Shareholders,

Intheyearunderreview the Supervisory Board addressed
matters concerning the situation and growth of
DATA MODUL AG in detail. The Board fulfilled the obli-
gations incumbent upon it by law and by virtue of the
Articles of Incorporation and code of procedure, advising

and supervising the Executive Board in its work.

The Executive Board regularly informed the Supervisory
Board both verbally and in writing regarding business
developments at DATA MODUL AG. Reporting to the
Supervisory Board focused in particular on the market
and sales situation for the Company in relation to macro-
economic developments, on the financial position of the
Corporation and its subsidiaries and on Group and Com-
pany-specific earnings. DATA MODUL Group sales and
profits were presented in quarterly reporting, including a
breakdown by business segment.

The current business situation was also discussed at
Supervisory Board meetings, including revenues, earn-
ings, planned longer-term capital expenditures and

operational targets.

Principal discussion topics of the Supervisory Board
In the year under review the Supervisory Board convened
for four meetings. The main issues addressed in these

meetings are outlined below.

At the Supervisory Board meeting in March 2018, the
Annual Financial Statements prepared by the Execu-
tive Board for DATA MODUL AG and for the Group for
fiscal year 2017 were presented and discussed in
detail. The Supervisory Board adopted the Annual Finan-
cial Statements of DATA MODUL AG and approved the
Consolidated Financial Statements. Representatives of
the auditor of the Separate and Consolidated Finan-
cial Statements, Ernst & Young Wirtschaftspriifungs-
gesellschaft, Stuttgart, also attended the meeting. The
Supervisory Board also reviewed the Dependent Com-
pany Report per Sec. 312 (1) of the German Stock Cor-
poration Act (Aktiengesetz/AktG) on relations between
DATA MODUL AG and its affiliated companies, which
the Executive Board presented. The German Corporate
Governance Code declaration per Sec. 161 of the Ger-
man Stock Corporation Act (Aktiengesetz/AktG) and
the Corporate Governance Declaration per Sec. 289f of
German Commercial Code (HGB) were additionally dis-
cussed and adopted, among other Board activities. The
Declaration of Compliance per § 161 AktG and the Dec-
laration on Corporate Governance per § 289f HGB have
been made publicly available on the company website at

www.data-modul.com.

In addition, in ordinary meeting in 2018 the Supervisory
Board addressed the agenda of the 2018 Annual Share-
holders’ Meeting in detail and the resolution proposals
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for shareholders to vote on at the Meeting. Discussion
focused as well on the business results for the current
fiscal year.

At its meeting held in May 2018 the Supervisory Board
extensively discussed plans to establish a new produc-
tion site in Poland, approving the establishment of a
subsidiary there, and the Executive Board reported on
business results for the second quarter.

The Supervisory Board meeting in September 2018 was
devoted principally to examining the business situation
and outlook for the DATA MODUL Group. At the meeting,
the Executive Board reported on the status quo regard-
ing construction of the new production site in Lublin,
Poland. A resolution was also passed to further develop
the China location in order to continue expanding the
China business.

At the Supervisory Board meeting in December 2018 the
Executive Board reported on the Group's current busi-
ness and financial situation, presenting its planned fig-
ures for fiscal years 2019 - 2021. The Supervisory Board
approved these.

Audit of the Separate and Consolidated Financial
Statements

At the Annual Shareholders' Meeting on May 8, 2018,
Ernst & Young GmbH Wirtschaftspriifungsgesellschaft,
Stuttgart, was appointed as auditor of the Separate and

Consolidated Financial Statements for fiscal year 2018.
The DATA MODUL AG Separate Financial Statements and
Management Report for fiscal year 2018 were prepared
in accordance with German Commercial Code (HGB)
accounting rules; the Consolidated Financial Statements
and Group Management Report were prepared in accor-
dance with International Financial Reporting Standards
(IFRS) as applicable in the European Union and with the
supplemental Commercial Code rules per Sec. 315e of
German Commercial Code. The auditors Ernst & Young
audited both sets of Financial Statements including
Management Reports, thereupon issuing unqualified
audit opinions. Ernst & Young also audited the Depen-
dent Company Report for the period January 1, 2018 -
December 31, 2018. The auditors Ernst & Young issued
the following unqualified audit opinion regarding the
Dependent Company Report:

Having performed diligent auditing and assessment, we

confirm that

1.the factual statements made in the report are correct,

2.the consideration paid by the Company for the legal
transactions stated in the Report was not excessively
high,

3.there are no circumstances that would require a mate-
rially different assessment of the actions listed in the
Report than that of the Executive Board."



At its March 2019 meeting, the Supervisory Board dis-
cussed in detail the Financial Statements for fiscal year
2018 and Dependent Company Report. Representatives
of the auditing firm attended the meeting, reported on
their audit findings and provided additional information.
In their review, the auditors found no material weakness-
es regarding the structure or effectiveness of the internal
control and risk management system in place.

The Supervisory Board also reviewed the Separate
Financial Statements and Management Report of DATA
MODUL AG, the Consolidated Financial Statements and
Group Management Report for fiscal year 2018 and the
Dependent Company Report. This review by the Super-
visory Board did not result in the noting of any reserva-
tions regarding the Separate Financial Statements, Con-
solidated Financial Statements, Dependent Company
Report, the Executive Board's concluding declaration in
the Dependent Company Report or the auditor's findings
from auditing of the Dependent Company Report. The
Supervisory Board approved the Financial Statements
and concurred with the Executive Board's proposal for

the appropriation of profits.

Supervisory Board members

The DATA MODUL AG Supervisory Board consists of three
members. The Supervisory Board did not form any com-
mittees during the reporting period, as this is not expect-
ed to yield efficiency gains in view of the Supervisory

GOVERNANCE BOARD REPORTS

Board being constituted of three members.

Kristin Russell and Thomas Leffler were appointed as
shareholder representatives on the Supervisory Board
with effect from the end of the Annual Shareholders'
Meeting on May 11, 2017. The resignation of Mr. Thomas
Leffler became effective on December 4, 2018, conclud-
ing his term of office. Richard A. Seidlitz was appointed
to replace Thomas Leffler on the Company's Supervisory
Board by the Munich Local Court on December 18, 2018
in line with Sec. 104 (1) sentence 1 German Stock Corpo-
ration Act (AktG). Wolfgang Klein remains the employee
representative on the Supervisory Board.

The Supervisory Board would like to thank and recognize
the work of the Executive Board as well as the contribu-
tions of all DATA MODUL employees worldwide, whose

dedication made 2018 a successful fiscal year.

for the Supervisory Board

Kristin D. Russell, Supervisory Board Chair
Munich, March 2019



DATA MODUL
GLOBALLY

DATAMODUL is a global player in all of the world's
major growth markets—and hidden champion—
with its headquarters in Munich, a production
and logistics site in Weikersheim, Embedded De-
velopment Center in Deggendorf, two sales offic-
es in Germany plus nine throughout Europe, four
locations in Asia and two branch operations in the
United States.
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A SUCCESS STORY

In the course of the company’s over 45-year history,
DATA MODUL has grown to become a major technolo-
gy partner in Europe and the European market leader
in industrial display technology. A global specialist in
display, touch, embedded, monitor and panel PC solu-
tions, DATA MODUL AG has been increasingly focusing
on in-house development, which now accounts for half
of the company's revenues.

At our proprietary, 32,000+ sqm. development and pro-
duction site in Weikersheim we manufacture products
and develop custom solutions and value-added services

in house for customers from a wide range of industries.
DATA MODUL has expanded its competencies to include
embedded technologies, thus providing an even broader
spectrum of visual application know-how so as to meet
customer expectations tomorrow as well as today. As
a global player, DATA MODUL is constantly growing its
presence in the firm's key markets of Europe, Asia and
North America. DATA MODUL is positioning itself for the
future, strategically expanding in the growth markets of
the US and Scandinavia and in growth sectors like med-
ical technology.

...........................

R&D EXPENSES :
IN MILLION EURO :

...........................

EQUITY RATIO IN % :

70

.
........................

...........................

YEARS OF :
EXPERIENCE IN :
VISUAL SOLUTIONS :

. .
................................................






DATA MODUL

PRODUCT PORTFOLIO

DATA MODUL provides end-to-end system solutions for in-
dustrial and professional use. Our comprehensive product
distribution portfolio comprising displays, touch screens
and embedded solutions combined with innovative pro-
prietary product developmentis based on a modular prod-
uct portfolio that is quite unique and forms the basis for a
wide range of sophisticated applications. In our age of in-
formation visualization, DATA MODUL products and solu-
tions are found worldwide in professional applications
with extremely high quality standards. These visual appli-
cations are the most important man-machine interfaces,
presenting appealing information displays for customers.

15



16 PRODUCT PORTFOLIO

PRODUCTS AND
COMPETENCIES
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SYSTEM EMBEDDED
SOLUTIONS SOLUTIONS

DATA MODUL realizes custom monitor and panel PC sys- DATA MODUL offers perfectly coordinated embedded
tem solutions for a variety of demanding applications by computer systems based on x86 and ARM architectures.
drawing upon the company’s modular product portfolio, From pre-configured kits, complete custom baseboard
proprietary innovations and extensive manufacturing design to professional embedded computing design —
expertise. DATA MODUL system components and solu- DATA MODUL provides the full range of embedded solu-
tions are found worldwide in industrial applications and tions. The key display control technology is offered in a
information systems requiring extremely high quality wide variety of building blocks and solutions based on

standards. DATA MODUL's proprietary know-how.
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DISPLAY
SOLUTIONS

In addition to displays marketed under the proprietary
Batron brand, DATA MODUL—Europe's largest TFT pro-
vider—also offers the product portfolios of all leading
manufacturers. The wide range of display products sat-
isfies all possible requirements and offers a platform
for modern and innovative device design. Compactness,
high contrast ratio and ultra-wide viewing angles are key
aspects to consider in choosing the right displays for
industrial applications. Long-term availability and value
for money are crucial as well when it comes to choosing

the right "face" for an operating unit.

PRODUCT PORTFOLIO

TOUCH
SOLUTIONS

Touch solutions are an essential part of the DATA MODUL
product portfolio and are available in a wide range of
versions and sizes for any technological application. The
focus is on the easyTOUCH projected capacitive (PCAP)
series and easyTOUCH displays—specially developed
for industrial applications. DATA MODUL provides pro-
prietary touch sensors and controller boards enabling
multi-touch and gesture control. The complete PCAP
solution — consisting of touch sensor, controller, firm-
ware, front glass and optical bonding — is inter-coordi-
nated and delivered from a single source.

17






HIGHLIGHTS
OF THE YEAR

The results for fiscal year 2018 reflect
DATA MODUL's willingness to change and em-
brace innovation, as well as an ability to act
rapidly. Expanding production capabilities,
investing in new technologies and optimizing
processes were key activities that made for a
successful year.
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HIGHLIGHTS

2018

DATA MODUL -
YOUR IDEAL SOLUTION PROVIDER FOR END-TO-END SYSTEMS

The DATA MODUL portfolio of monitors and panel PCs is virtually unrivaled in size. Offering diagonals rang-
ing from 7” all the way up to large-format screens, stretched formats and loT monitor solutions, the com-
pany is able to meet nearly any customer requirements. DATA MODUL is increasingly focusing on in-house
development to be able to define its own standards and devise tailored solutions for customers. Propri-
etary embedded solutions like the eMotion series of controller allow designing monitors in optimal, appli-
cation-oriented fashion. These meet the heightened expectations from the industry today to offer predic-
tive maintenance, remote data retrieval, gesture control, facial recognition and other features.

ELECTRONICA 2018: THE ANNUAL HIGH-
LIGHT FOR THE ELECTRONICS INDUSTRY
HELD IN MUNICH

In 2018 DATA MODUL again exhibited at "electronica" in
Munich, the preeminent trade fair for the global electronics
industry. At this industry crossroads, DATA MODUL talked
with customers and suppliers about the latest trends and
market events while presenting the latest in-house devel-
opments, including new computer-on-modules, a 3D Force
Touch and an ultra-thin 18.5” monitor.

FIT FOR THE FUTURE: EXPANDING PRODUCTION CAPACITY IN
INDUSTRIAL BONDING

DATA MODUL continued to expand its product portfolio of PCAP touch solutions
(easyTOUCH) in 2018, adding PET sensor sizes of 23.8", 27.0" and 32.0” to the
broad PCAP product line as standard products. Rising demand from the fields of
gaming and HMI for bonding of new PCAP sizes with customer-specific cover glass
has meant that we need more bonding machines. DATA MODUL has expanded
capacity by expanding the cleanroom area and introducing a new OCA lamination
machine with autoclave.

With the introduction of gel bonding, DATA MODUL now offers four bonding technol-

ogies—continuously optimized—which allow the company to meet customers’ spe-

cific requirements in tailored fashion for the components selected.
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NEW PRODUCTION SITE: PLANT IN LUBLIN

The establishment of DATA MODUL Polska Sp. Z o.0. will create further production and logistics capacity available for
customers. The plantin Lublin is slated to commence production in the second quarter of 2019, which will enhance our
competitiveness and support further growth.

SLIM FORMAT FOR EFFICIENCY AND DESIGN

DATA MODUL is responding to steadily rising demand for fast, efficient and attractively
designed boards with a proprietary, ultra-flat SBC innovation: the eDM-SBC-iMX6-PPC. These
SBCs are used particularly in highly sensitive fields of application like medical technology
because they offer fundamentally better vibration and shock resistance than module-based
systems. With the SBC form factor, especially designed for slim PPCs, DATA MODUL is stan-
dardizing ARM boards for the first time, as these allow the slim implementation of particularly
popular display formats such as 7', 10.1" 12" and 15.6". In addition, standard kits consist-
ing of display, proprietary easyTouch sensor, controller and cable set make it possible to keep

lead times reliably short.

ON TRACK FOR FURTHER SUCCESS
2018—A RECORD YEAR

The key figures for 2018 are the impressive fruit of our efforts and
demonstrate how correct strategic decisions were made as part
of our Shape 2020 program. DATA MODUL lays the foundation for
continuing rapid growth through extensive investment in develop-

ment and production.
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“Not to foresee the future ...

but to enable it.”

TOUCH TOMORROW 2023

AN INTERVIEW WITH DR. FLORIAN PESAHL

1. Where does DATA MODUL see itself being five years
from now and in ten years?

Inspired by the memorable quote from Antoine de Saint-
Exupéry—“As for the future, your task is not to foresee
it but to enable it”—we at DATA MODUL believe it is key
to remain primarily focused on our day-to-day work. Any
planning we do is based on a status quo analysis. For it
is extremely difficult, particularly in the present age, to
predict market changes and what risks may arise in the
course of developments.

The effectiveness of previous DATA MODUL strategy
programs has been evident in our revenue doubling
and earnings tripling. Accordingly, we intend to adhere
to and will systematically execute the newly adopted
“Touch Tomorrow 2023” program. Further ‘local for local’
capacity expansion is part of this program as well as fur-
ther investment in research and development and con-
tinuing efforts to grow our international business. We
are looking to grow robustly and profitably in line with
our results thus far, but are not interested in ‘growth
for growth’s sake’, as the interests of our customers,
employees and shareholders are paramount. It’s not dif-
ficult to project where DATA MODUL would be in five or
ten years in terms of growth on the basis of our recent
KPIs, and that is an outcome we would be highly satis-
fied with.

However, as an enterprise grows and becomes more

complex, organizational management issues have to be
dealt with in order to uphold consistently high quality
standards. This means that there will be phases of con-
solidation in both the market and within DATA MODUL as
an organization. One thing is certain however, it will be

an exciting ride!

2.You refer to DATA MODUL as a ‘visual solutions provider’.
What exactly does that mean?

A visual solution provider is a company that has a
range of capabilities for an industrial environment. As
a leading display distributor, DATA MODUL can deliv-
er a spectrum of TFTs of up to 100” in UHD resolution.
With distribution as the backbone of its business model,
DATA MODUL develops and produces solutions for that
can meet nearly any customer needs for displays, with
TFT displays forming the foundation for our PCAP Touch
and embedded computing offerings as well as complete
systems for OEM monitor solutions. Our know-how and
expertise enable us to develop and produce ideal dis-
play systems for our customers in partnership with them,
irrespective of application or environment.

3. What does it mean for DATA MODUL to be an end-to-
end solution provider?
We offer customers optimal solutions, our work start-

ing at the concept phase and continuing on up to serial



production, tailored at all times to meet the customer’s
requirements. This may initially be “just” a TFT with a
scaling card (eMotion Board). If the customer requires
a modern, innovative user/application interface, we
can provide standard or custom PCAP touch displays
from our easyTOUCH Display range, the optical bonding
for which we perform in-house. We have the most ver-
tical integration in the area of monitors and panel PC
solutions. TFTs, bonded PCAP Touches, controllers and
embedded systems with OEM housing can be connected
to a larger system with complete dust and water resis-
tance. Because of our great flexibility, we are the ideal
display integrator for end-to-end solutions in industrial
settings. We aim to be a technology and consulting part-
ner for our customers, offering unsurpassed solutions for
their applications.

4. What does the strategy concept

“Touch Tomorrow 2023” involve?

The overarching goal is still achieving profitable growth
through high product quality in combination with strict
cost controls. We have identified our growth drivers as a
leading global providers of visual solutions and defined
measures for leveraging these drivers. Specifically this
means that we will be enlarging our global footprint by
further internationalizing, moving into new geograph-

ic markets and industries. Internationalization means

————————

Dr. Florian Pesahl, DATA MODUL

expanding our worldwide sales network and operating
local production facilities in Asia, Europe and the United
States—the three main global regions. This is part of our
mission to be a global display integrator and global dis-
play technology partner for customers.

5. What countries and industries are of interest to you,
looking ahead?

Germany will remain at the core for DATA MODUL as our
home market. But as globalization progresses, we see
China, the US, Eastern Europe and Scandinavia as the
chief growth markets for us. DATA MODUL has been and
still is highly interested in the German mechanical engi-
neering and gaming industries, as well as medicine, avi-

onics and automotive.

6. Will there be any new locations coming in 2019?

Yes there will, a new production site in Poland, which
kicks off and represents the the first milestone in our
“Global Footprint” project. This is a key project to ensure
the competitiveness for DATA MODUL going forward, thus
we have invested a lot of time in selecting the location.
We evaluated several different options in Europe, and
Lublin emerged as the most attractive. Further new loca-
tions will follow in China and the US in 2019 and 2020.



7. Why are you building a new plant, and what made you

choose an Eastern European country?

We had no choice but to expand capacity due to the uti-
lization level at our Weikersheim plant, and there were
also risk management considerations—’second source’.
Lublin is an ideal location for DATA MODUL because it
has good infrastructure and available skilled labor, plus
it affords a lot of flexibility and we are a first-mover in
Lublin.

8. Will the production sites in Germany stay?

Oh yes, most definitely! The Germany locations, princi-
pally Weikersheim and Munich, will remain the backbone
of the DATA MODUL Group and our centers for know-how
and idea development. We want to further develop the

Weikersheim location to be our flagship factory.

9. What new products are in planning for 2019?

As part of our display solutions, the first high-resolu-
tion UHD products with corresponding specifications for
industrial and medical applications will be forthcoming.
And in line with the market trend, we will also be offering
curved screens. OLED, ePaper and MIP technologies will
continue to be deployed in niche applications in 2019,

but will not be replacing classic TFTs in our markets

“The overarching goal is still
achieving profitable growth
through high product quality
in combination with strict

cost controls.”

We will be marketing new input methods and improved
touch functionality for our touch solutions products. The
focus here is on gesture control, force touch and systems
with haptic feedback and face recognition.

We will be developing products under the SMARC stan-
dard to meet the diverse and complex requirements of
our customers and for our own systems. We will be using
SMARC modules with carrier board to bring the worlds of
ARM and X86 ATOM closer together as part of a modular
system concept. And we will be upgrading our eMotion
scaler board family to have additional features based on
a new scaler chip.

In the area of system solutions we will remain focused
on our great capability and flexibility, which allow us to
offer customers everything from components to monitor

solutions that meet their needs.

10. In what areas does DATA MODUL still need to make
improvements?

The platform was created for the strategic purpose of fur-
ther growth. The rapid pace of development in the last 4
years however, during which our revenue and earnings
have nearly doubled, has necessitated structural chang-
es at some interfaces so as to make processes and inter-
nal workflows more efficient.
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11. What do you think are the currently relevant display
and technology trends?

The displays market is forecast to again grow at a rate
of around 7% in 2019. Subsidized under China’s 5-year
plan, production capacity for LCD and OLED has signifi-
cantly increased, which create a substantial oversup-
ply and falling prices for LCDs in 2019. The trade war
between the US and China will also be affecting and
altering the supply chain.

We will continue to see flexible displays, OLED, ePaper
and MIP in use in the high-end niche market, which will
not likely manage a breakthrough into the industrial
environment yet despite being increasingly mature tech-
nologies. TFT will thus remain the major trend in displays
but with significantly better performance, simpler modi-
fication and greater availability due to oversupply.
Technical innovations like locally dimmable backlights
and OLED-like contrast ratios combined with significant-
ly lower power consumption will see a breakthrough in
2019. Quantum Dot and Micro-LED, the newest display
technologies, made great strides in 2018, but are still
a long way from mass production for industrial environ-
ments.

In view of the trends and an increased focus on the inter-

action of components around the display and interfaces,
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DATA MODUL will continue to enjoy major growth poten-

tial as a display integrator.

12. What was behind the success of the company in the
last four years, what spurred the rapid growth?

‘People, speed, quality’—that’s what we focus on every
day. Of course, DATA MODUL did benefit from the eco-
nomic environment. The main reason however is the
corporate culture in the DATA MODUL family, in which
everyone’s work and contributions to the overall success
of the enterprise are valued. We want to be an employer
who makes things possible, giving our employees career
and skill development opportunities without losing our

passion for the work, even in the face of challenges.
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International Orientation

CORPORATE
RESPONSIBILITY

Data Modul is committed to responsible management
in the interests of shareholders, employees, customers,
suppliers and all of the Company’s business partners.
Transparency, prudence and appropriate risk manage-
ment are the key principles behind our decision-making.
We achieve long-term success through sustainability
along the value chain, and through a corporate culture
that promotes diversity, trust and a shared commitment
to improvement. Our planning and actions are charac-

terized by dependability and a focus on future viability. g
Oursuccess is founded upon expertise, enjoyment of our

work and a receptive management culture. We are ded-
icated to quality, innovation and customer satisfaction.
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DATA MODUL AS EMPLOYER

OUR EMPLOYEES

To continue growing into a world-leading provider of
visual system solutions, we had to deliver in a number
of key areas in the past fiscal year. These were: keeping
up the outstanding results achieved in recent years while
ensuring stability, growth and value creation for our
business in a highly competitive environment. System-
atically analyzing processes and further optimizing cor-
porate structures were key to attaining our goals while
minimizing human resource usage. Improving support to
our international operations and focusing more on for-
eign markets to ensure continuing growth there in line
with recent years. Further improving internal processes
to optimally ensure that our products meet our custom-
ers’ requirements. And last but not least, expanding our
product range and optimizing the related processes by
means of attaining ISO 13485 medical certification.

It was yet again our employees who were key to our
success, as together we identified and leveraged syn-
ergies within the Group, standardized and optimized
processes and conducted research and development
that yielded results which will secure our future. This
requires innovation, quality consciousness and know-
how from every individual. With strong team spirit, unity
and enjoyment of our work, together we have kept the
enterprise on the same successful path of recent years.
Systematically executing on strategy, looking forward at
all times, refusing to glory in past achievements, steadi-

ly growing market share and exciting customers with our

products—these things are mainly the contribution our
employees, We thus extend our thanks and recognition
to our employees.

Flexibility was another essential factor in achieving our
shared goals, allowing us to view challenges as oppor-
tunities and change as holding potential for progress
which can promote our growth in the kind of dynam-
ic environment our business exists in. DATA MODUL
encourages its employees to obtain a comprehensive
overview of the company’s business and to see them-
selves as entrepreneurs within the firm who are empow-
ered to continuously optimize and improve their own
work environments. We reward the great dedication of
our employees with performance-based pay, flextime
work schemes and an array of training and continuing
education offerings in Germany and abroad. Ergonomic
workstations, language courses and company sporting
activities round out our offering for staff members as a
matter of course. We see DATA MODUL as a family that
holds together and moves forward towards our goals in
unison, and when our employees have needs requiring
an individual solution, it is important for us to find one,
as we want to be distinguished in the industry as a reli-

able partner to our staff members.

We consulted with executives from all departments to
be able to formulate with precision the objectives of

the “Touch Tomorrow 2023” strategy program devel-



oped this year, which will guide our activities and pro-
vide a yardstick for our success through the year 2023.
The Sales, Products, R&D, Finance, Sales Operations
and Human Resources departments are the pillars of
DATA MODUL—which closely interact and are each a key
element of our joint success. We have been careful to
ensure transparency and openness regarding the strat-
egy program in order to preserve employee motivation,
communicate that this is a roadmap and ensure a com-

mon understanding of the tasks and objectives involved.

The demands placed upon our organizational structures
and employees will further increase as the DATA MODUL
Group continues to grow and develop under the “Touch
Tomorrow 2023” agenda. We rely on our senior manage-
ment team, consisting of experienced executives who
have been with the Group for a long time, to ensure con-
tinuing stability, continuity and dependability for the

firm. Our second and third-tier management levels have
been expanded, as we have given disciplinary and func-
tional responsibility and decision-making authority to
department heads and team leaders. This is to ensure
a streamlined chain of command, have qualified con-
tact persons in place for all employees, keep commu-
nication flows efficient and promote a productive work
atmosphere.

To be an attractive employer within a demanding envi-
ronment we will remain focused on teamwork, personal
responsibility, a staff management culture characterized
by openness and trust and flat hierarchies to minimize
bureaucracy. Our preference is to develop employees
over time from apprentice all the way up to know-how
bearers and management to keep a healthy mix within
the firm of experienced experts and fresh energy able to
deliver innovative solutions for our various markets and

make our enterprise future-proof.
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ORDERS RECEIVED REVENUE
(in millions of euros) (in millions of euros)
241.4
232.0 218.3
............ T s

1. Basic principles of the Group

1.1 Business model

DATA MODUL AG, Produktion und Vertrieb von elek-
tronischen Systemen, Munich (“DATA MODUL”), claims
to be the European market leader in display technology.
DATA MODUL develops, manufactures and distributes
innovative flatbed displays, monitors, electronic subas-
semblies and complete information systems. The Com-
pany is organized into two business segments: Displays
and Systems. The Displays business primarily involves
the purchasing and distribution of DATA MODUL dis-
plays, easyTOUCH displays, electronic subassemblies
and custom products for use in industrial applications
and the automotive industry in particular. The Sys-
tems business segment comprises selling our easyPanel
and easyEmbedded Solutions and special monitors for
marine navigation and medical device applications, also

targeting airport, rail and digital signage customers.

All of DATA MODUL’s major markets have long-term
growth potential, thus holding long-term growth pros-
pects for the Group. We primarily serve customers in
the mechanical engineering, medical device technol-
ogy, automotive and gaming industries. DATA MODUL
is thus influenced by the general economic environ-
ment and by developments in mechanical engineering,
which is our primary industry. We are also dependent
on customer activity due to steadily rising order volume
and product complexity, as a result of which orders are
increasingly turning into long-term projects in which we

EBIT EXPORT RATE
(in millions of euros) (in %)
20.8 49.9 49.1
15.9
i s

serve our customers as a long-term partner.

The DATA MODUL Group maintains regional offices in
Germany, Spain, ltaly, Switzerland, France, the UK,
Poland, Dubai, Singapore, Hong Kong, Shanghai and the
United States.

1.2 Control systems

DATA MODUL reflects the structure and philosophy of
a classic small to medium-sized organization, yet has
implemented additional processes and organizational
directives which meet legal and other regulatory require-
ments for a publicly traded company. Management and
controlling functions at DATA MODUL AG are structured
in line with the German Stock Corporation Act, according
to which company governance consists of three bodies:
shareholders, the Executive Board and the Supervisory
Board. The Executive Board prepares monthly reports
which are reviewed and monitored by the Supervisory
Board and thoroughly discussed at Supervisory Board
meetings. In addition, the Executive Board meets on a
regular basis to discuss current events and strategies.
Monthly Executive Board reports organized by business
segment (Displays and Systems) serve as a basis for cor-
porate decision-making, this structure being reflected in
the Consolidated Financial Statements as well.

Key segment indicators (KPI) employed are orders
received, order backlog, revenue, EBIT and net income.
EBIT margin and return on equity are the profitability
KPIs. The Executive Board members are responsible for

operational management.



1.3 Research and development

It is our goal to further strengthen our innovative capa-
bilities. Our Company’s success in the future highly
depends on our ability to present customers with new
products and solutions that meet their ever-chang-
ing requirements. Expenses for internal and external
research and development in fiscal year 2018 totaled
5,435 thousand euros (previous year: 5,368 thousand
euros). In the year under review, assets were recognized
derived from customer-specific development projects
in the amount of 2,640 thousand euros (previous year:
2,286 thousand).

The average number of R&D employees during the year
was 76 (previous year: 75 staff members). The R&D
intensity metric (R&D expense/revenue) was 2.3% (pre-

vious year: 2.5%)

In fiscal year 2018, our R&D priorities were as follows:

1. Safeguarding future business prospects
2. Enhancing technological competitiveness
3. Optimizing R&D resource allocation

Our development projects are classified as either
research, product-related development or custom devel-

opment. The R&D department focuses its activities on

RESEARCH & DEVELOPMENT GROUP EQUITY RATIO
EXPENSE (in %)
(in million euros)
5.4 5.4* 7.8 74
............ S
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next-generation products and solutions, and preparing
these for successful market launch.

Investment was made primarily in control electronics,
industrial applications and OEM products, expansion of
our production and R&D facility in Weikersheim. We have
great expectations as well in R&D projects concerning
our Touch and Optical Bonding technology. These com-
prised the main focus of our R&D efforts in the reporting
period.

We capitalized development costs in the amount of
832 thousand euros, recognized as intangible assets
(previous year: 675 thousand euros). This corresponds
to a capitalization/R&D expense ratio of 15.3% (previ-
ous year: 12.6%). Amortization came to 824 thousand
euros (previous year: 734 thousand euros), resulting
in a net effect of 8 thousand euros (previous year: net
effect of -59 thousand euros). Research expenses are
not capitalized.

Developing new products and solutions is only one part
of our continuous improvement efforts. Ongoing qual-
ity enhancement is a key priority as well, alongside
resource-efficient production to avoid and reduce waste
and emissions.

NUMBER OF EMPLOYEES REVENUE PER EMPLOYEE
(AVERAGE FOR THE YEAR) (AVERAGE FOR THE YEAR)
(in KEUR)
403 = 542 543
T T

* Amortization in the amount of 0.6 million euros reported under cost of sales in fiscal year 2018
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2. Economic Report

2.1 Business performance

Taking advantage of the favorable business environ-

ment, DATA MODUL achieved good results for fiscal

year 2018, due in part to stringent implementation of
the "Shape 2020" strategy program. Last year's primary
goals and topics included:

- Implementation and completion of “Shape 2020”
and development of the new strategy program
“Touch Tomorrow 2023”

- Further increasing revenue

- Further expansion of our global distribution network

- Streamlining of our product portfolio

- Expansion and standardization of production capacity

- Trade fair appearances at embedded world and elec-
tronica 2018

We performed excellently, achieving all of our major tar-
gets and exceeding some of the forecast we stated in last

year's annual report.

In millions of euros Forecast for 2018 2018 Actual
Orders received 245.9 - 266.8 253.8
Orderbac“og .......................... 1121_12511220 .
Revenue .................................. 2292_25102414
EB|-|- ............................................ 16 5_184 .................... 208 .
Netmcome .................................. 110_123143
Retumoneqwty20_21%221%

Orders rose in Germany, further boosting revenue. We
also had outstanding results in Singapore and Italy. Our
other subsidiaries fell short of our expectations, yet still
achieved good results. We remain especially confident
about the prospects in our target markets US and China.
Our solid results affirm the correctness of the Execu-
tive Board's implementing the strategy program and
that we have taken the right course in recent years.
We thus ended fiscal year 2018 with a net profit of
14,277 thousand euros (previous year: 10,623 thou-
sand euros).

Our forward-looking financial policies have put our busi-
ness on a highly stable footing for the future. The finan-
cial health of the Group in combination with a very sound
balance sheet constitutes a quite solid foundation, even
in today's turbulent times.

The Executive and Supervisory Boards have resolved
to propose distribution of a dividend of 2.00 euros per
share at the Company's Annual Shareholders' Meeting.
We firmly believe that we will see a lasting positive influ-
ence on our business, as can already be seen in new
orders received and high order backlog.

In view of the above we are pleased with our 2018
results, having met our targets; DATA MODUL Group is
thus well-positioned for continuing growth.

In summary, DATA MODUL had an outstanding fiscal
year 2018. We attained all of our objectives, and kept
our promises. Today, DATA MODUL is a much stronger
company with a more global orientation and a more
promising business than before implementation of this
strategy. It is already clear that “Shape 2020” has pro-
pelled our business into a new dimension. DATA MODUL
profited from the implemented productivity enhance-
ment measures in 2018 and will continue to do so in
the future. Barring another destabilization of the glob-
al economy, over the next two years, DATA MODUL will
continue on the stable growth trajectory the Company's
business model is designed to bring about. This means
healthy, profitable growth.

2.2 Macroeconomic and industry-specific conditions?

a) Macroeconomic conditions

The world economy expanded in fiscal year 2018, grow-
ing approximately 3.2%. In view of considerable polit-
ical uncertainties, economic growth no longer appears
as resilient to external influences right now as it once
did. Results varied however in DATA MODUL's three key
regions (Europe, America, Asia).

Recovery in Europe continued unabated in 2018, gaining
somewhat in momentum due to fiscal stimuli and higher
global demand, the factors likely responsible for 2.0%
GDP growth. The economy lost substantial momentum in
late summer of 2018, with export demand subsiding in
particular and negative political factors weighing heavy
on analysts’ minds like Brexit, the US-China trade war
and lItaly’s fiscal policy. In parallel to the refugee issue,
Europe continued dealing with the sovereign debt crisis
in several European countries in 2018, drawing further

attention to the weaknesses of the monetary union.

U Sources: IMF, Eurostat, BayernLB Research



On balance, Germany fared well in 2018, starting off the
year strong before stagnation set in in the third quarter.
The economic upturn in Germany is now only proceeding
slowly, but capacity utilization continues to rise in terms
of both human capital, with unemployment at histori-
cally low levels, and of production capacity. As a result,
companies have a major incentive to invest so as to
increase capacity. Alongside capital expenditure, private
consumer spending and exports provided an important
stimulus to the German economy, as in the previous
year, enabling the country to record growth of around
1.6% for 2018.

The US economic recovery steadily gained momentum
over the course of the year, yielding GDP growth of 2.9%.
This result came about in part due to further job creation
and declining unemployment, which aided the economy
in 2018 by boosting private consumption. The tax reform
package passed in the US will further stimulate the coun-

try's economic growth.

China, the world's second-largest national economy,
recorded growth of 6.6% in 2018, whose growth rate
continues to be supported by exports, consumer spend-
ing and broad-based capital expenditure. While enjoying
a stable domestic situation, China will remain focused
on ensuring that foreign policy conflicts in the region do
not escalate so as to threaten trade, growth and pros-
perity.

b) Industry-specific conditions

Production figures are on track for Germany’s elec-
tro-technology industry. It is benefiting from rising glob-
al investment in Industry 4.0 and the Internet of Things
(loT). Electronic components makers are benefiting
from rising demand from manufacturers as electron-
ic components are increasingly required in products
and machines. The industrialization of emerging econ-
omies and increasing automation and digitalization of
the economy are spurring global demand for technology
products. The phenomena of Industry 4.0 and the Inter-
net of Things (loT) are creating additional sales potential

for the tech sector.

DATA MODUL’s markets are highly fragmented and sub-
ject to great competitive pressure. However, the expan-

sion of our R&D resources and the resulting gains in flex-
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ibility, allowing us to respond quickly to market changes
and to customer requirements, will give us an edge over
competitors.

The global electro-technology market has been relative-
ly stable, growing 5% in 2018, and 4% is projected for
2019 as well. The Asian market, which in 2017 account-
ed for roughly 50% of worldwide electro-technology
sales, is a key growth driver. The industry association
ZVE| projects the European electronics market to grow
1.4% in 2019, somewhat below the 2.6% rate for the

Americas region.

The German electrical and electronic sector, dominated
by mid-market firms, is the source of one out of every
three German industrial innovations. The product port-
folio of the German electrical/electronics industry is well
positioned to accommodate increasing automation and
digitalization in industrialized nations and in China. The
primary electro-technology customers in the German
market are active in the fields of automation, medical
technology, smart home, vehicle electronics and elec-
tronic component manufacturing.

The US and China are the largest export markets for the
German electro-technology sector, accounting for rough-
ly 18% of business. The EU, including the UK, remains
however the most important region, accounting for 55%
of sales volume.

Through the year 2020 the automation market is project-
ed to grow at 4 - 6% annually, as only some 5% of facto-
ries worldwide have Internet-of-Things systems in place,
a figure projected to rise to 75% by 2028. The German
technology sector has good growth prospects in view of
the boost in capital expenditure expected to accompa-
ny the Industry 4.0 trend. Germany with its mechanical
engineering expertise is thus set to become the world’s
factory equipment source. Production processes will be
further optimized through digitalization, opening up
possibilities for small-run manufacturing in Germany
again despite the country’s high wage levels.

We perceive risks in the rapid pace of innovation and
in cheap copycat products, primarily from Asia. Also,
globalization has substantially increased pressure to
ensure fast time to market so as to afford optimal mar-
ket exploitation potential. R&D needs and the personnel
requirements of technology firms are changing as digita-
lization proceeds and electronics and software increas-
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ingly converge. Employees are having to acquire more
and more competency in software and solutions. The
very export-heavy product portfolio of the German elec-
tro-technology sector is dependent on the GDP growth
of its customer countries. Political and economic risks
in Europe are expected to heavily influence corporate

investment in 2019.

2.3 Group business situation

a) Results of operations

The Group recorded 253,836 thousand euros in new
orders, again widely exceeding the previous year's lev-
el of 232,036 thousand euros. Strong order flow and
a “book-to-bill” ratio above 1 boosted order back-
log to EUR 122,034 thousand euros (previous year:
108,849 thousand euros).

Revenue increased significantly as well in fiscal year
2018 to 241,417 thousand euros (previous year:
218,256 thousand euros). DATA MODUL benefited again
in 2018 from growth among German mechanical engi-
neering companies. The international positioning of
DATA MODUL also had a positive impact on business per-
formance. The fruits of further internationalization are

seen in increased foreign sales and a steady export rate.

Revenue broke down by region as follows:

Revenue analysis

in million euros 2018 2017
Germany 123.0 109.3
Europe ........................................................ 934 ............. 857
Amenca ....................................................... 130134
ASI a/PaCIﬁc/Afnca ....................................... 119 ............... 96 .
Restofworld ................................................. 01 ................ 03
Total 241.4 218.3
Export rate 49.1% 49.9%

The change in key expenses and income items in fiscal
year 2018 is shown below:

- Cost of sales increased year-on-year to 187,622 thou-
sand euros (previous year: 170,680 thousand euros),
primarily reflecting higher materials expenses connect-

ed with the 10.6% increase in revenue. Gross profit
increased for DATA MODUL due to favorable foreign
exchange effects on purchasing prices and a greater
percentage of proprietary products in overall sales. For
fiscal year 2018 this figure was 22.3% (previous year:
21.8%). Also, additional investments were made to

optimize logistics processes and quality control.

- Research and development expenses increased to
5,435 thousand euros from 5,368 thousand euros in
the previous year. Due to a year-on-year increase in
customer-specific development projects, capitalized
development costs rose. We continued investing in
2018 to build up resources in our Research and Devel-
opment department to promote greater innovation.

- Selling and general administrative expenses rose
year-on-year to 27,559 thousand euros (previ-
ous year: 26,295 thousand euros). Selling expens-
es accounted for 18,494 thousand euros of total
expenses reported (previous year: 16,751 thou-
sand euros), and general administrative expens-
es came to 9,065 thousand euros (previous year:
9,544 thousand euros). Higher selling expenses were
mainly due to rising trade show expenditures and staff
costs. The decline in administrative expenses was due
to a net foreign exchange gain of 815 thousand euros
(previous year: net loss of 866 thousand euros).

The financial result of -73 thousand euros represents a
slightly greater net interest expense than the previous
year's value of -104 thousand euros. This was in con-
sequence of declining interest expense on the short-
term loans taken out during the year and the continuing
favorable interest rate situation. Other interest expense
also fell.

The Group recorded EBIT (earnings before interest and
taxes) of 20,801 thousand euros, reflecting higher rev-
enue (previous year: 15,913 thousand euros); the EBIT
margin was 8.6% (previous year: 7.3%) A net pre-tax
income was recorded of 20,728 thousand euros (previ-
ous year: 15,809 thousand euros). Net income changed
in line with the pre-tax result, coming in at 14,277 thou-
sand euros (previous year: 10,623 thousand euros).
Earnings per share for 2018 came to 4.05 euros as com-

pared to 3.01 euros for 2017 (based on a weighted aver-



age number of shares of 3,526,182).

The earnings increase is ultimately attributable to sys-
tematic execution on the “Shape 2020 strategy pro-
gram, the overarching objective of which is to make us
the world’s leading global visual solution provider by
the year 2020. The now well-advanced transformation
of DATA MODUL from a distributor into a manufacturer
has positively impacted growth in the Systems segment,
thus furthering the company’s ambitions of being a pro-
vider of complete solutions for industrial environments
as a display integrator.

Displays segment

Revenue declined for the Displays segment down to
117,626 thousand euros (previous year: 122,584 thou-
sand euros). This 4.0% decline was principally due to
heightened competition in display distribution. EBIT
of 8,316 thousand euros was recorded (previous year:
9,387 thousand euros). The segment generated net
income for the year of 6,076 thousand euros (previous
year: 6,849 thousand euros). Displays, which is the
Group's core business segment, recorded also a decline
in new orders, which fell 5.6% to 121,199 thousand
euros (previous year: 128,375 thousand euros). Order
backlog as of December 31, 2018 was 70,127 thousand
euros (previous year: 65,928 thousand euros).

Systems segment

The Systems segment recorded revenue increase of
29.4% up to 123,791 thousand euros (previous year:
95,672 thousand euros), resulting in EBITof 12,485 thou-
sand euros (previous year: 6,526 thousand euros). Net
income for the year thus came to 8,201 thousand euros
(previous year: 3,774 thousand euros). Orders received
increased again by 28.0% to 132,637 thousand euros
(previous year: 103,661 thousand euros). Order backlog
as of December 31, 2018 was 51,907 thousand euros
(previous year: 42,920 thousand euros).

We thus view our decision to further expand the Systems
business as the right move, and are optimistic about this
business segment's future.

b) Financial position

Capital structure

To the extent possible, DATA MODUL Group finances its
operations from internal resources, supplemented by

borrowings from financial institutions and trade credit
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when necessary. Currently, DATA MODUL Group generally
uses natural hedges to protect against potential currency
risks with respect to the US dollar, the Japanese yen and
the British pound. No hedging instruments were held at
the reporting date.

The equity ratio was 70.1% (previous year : 71.8%), the
debt ratio was 29.9% (previous year: 28.2%)

The Group’s leverage ratio was 42.7% (previous year:
39.3%—debt/equity).

Debt consists primarily of

- 4,200 thousand euros (previous year: 4,200 thousand

euros) in liabilities due to financial institutions.

The maturities are as follows:

Liabilities due to financial <1 1-5 »5

P Total
institutions year years years

KEUR 4,200 0 0 4,200

- 18,787 thousand euros (previous year: 13,702 thou-
sand euros) in trade accounts payable.

The maturities are as follows (in KEUR):

Trade accounts payable <1year
EUR 5,174
USD (euro eq uwa 1 ent) ................................................... 1218 2 .
J PY (euro equ |vale nt) ....................................................... 1396 -
Other(euro equwa [ent) ........................................................ 3 5 .
Grand total 18,787

Guaranteed bills outstanding came to 1,375 thousand

euros (previous year: 814 thousand euros).
The maturities are as follows (in KEUR):

Guaranteed bills ¢<1year Y years Total
outstanding years

EUR 0 497 878 1,375

In the fiscal year ended the Group took steps early to
secure the financing necessary for further growth. This
involved the renewal of short-term lines of credit and
bank-guaranteed lines for working capital, allowing us
to react quickly when business opportunities open up.
Group companies have credit lines totaling 28,040 thou-
sand euros at their disposal until further notice. As of
the reporting date, the Group utilized 18.45% of these
credit lines.
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There are thus no going-concern risks relating to Group
financing. Credit agreements with banks generally do not
contain financial covenants apart from the usual quarter-
ly reporting obligations. In the event of a future change
of control, the Group will negotiate with lenders new
arrangements going forward.

No special financing measures or projects were conduct-

ed in the period under review.

Capital expenditure

In the fiscal year ended we adjusted our capital expendi-
ture in alignment with business changes and our strate-
gy program. Capital expenditures were made to increase
capacity, for rationalization purposes and related manu-
facturing productivity gains and to enhance innovation
and quality in our displays and services. A major part of
the investments made in 2018 went to expanding pro-
duction and logistics capacity at the Weikersheim site.
Investments were also made in IT infrastructure, logistics
and workplace equipment. Capital expenditure in fiscal
year 2018 totaled 5,638 thousand euros (previous year:
4,427 thousand euros).

The main capital expenditure items were:

- Additions to intangible assets in the amount of
1,152 thousand euros (previous year: 1,480 thousand
euros).

- Additions to property, plant and equipment in the
amount of 4,486 thousand euros (previous year:
2,947 thousand euros).

A breakdown of capital expenditure by segment is pro-

vided below:

- Capital expenditure Displays segment 3,022 thousand
euros (previous year: 1,647 thousand euros).

- Capital expenditure Systems segment 2,616 thousand
euros (previous year: 2,780 thousand euros).

There were no significant capital expenditure commit-
ments as of the reporting date.

Liquidity

Cash flows from operating activities as of the reporting
date came to 10,797 thousand euros (previous year:
6,756 thousand euros). Days sales outstanding (DSO)
was 48.48 days as of December 31, 2018 (previous year:
47.98 days).

Investments in intangible assets and property, plant and
equipment in fiscal year 2018 resulted in cash flow from
investing activities of EUR -5,617 thousand euros (pre-
vious year: -4,421 thousand euros). With the dividend
distribution for fiscal year 2017, cash flow from financ-
ing activities was -430 thousand euros (previous year:
657 thousand euros).

At the end of the year the Group held cash and cash
equivalents totaling 24,956 thousand euros (previous
year: 20,217 thousand euros). Net financial assets as of
the reporting date were at 20,756 thousand euros (pre-
vious year: 16,017 thousand euros). All trade accounts
payable can be setted with the cash and cash equiva-
lents on hand.

The Group has not been rated by an external rating
agency. In view of positive cash flows from operating
activities and the credit lines available to us, we have
not commissioned an agency to rate the Group’s cred-
it standing. Information available to DATA MODUL from
various prominent credit institutions indicates that the
Company enjoys a good credit rating. DATA MODUL’s rat-
ing with banks declined however due to membership in
the ARROW Group.

c) Net assets

The balance sheet total increased by 23,272 thousand
euros versus the previous year to 134,124 thousand
euros (previous year: 110,852 thousand euros). On
the assets side, this rise is principally due to increased
trade accounts receivable, inventories, contract assets
(reportable for the first time under IFRS 15) and cash in
consequence of operational performance. On the liabili-
ties side, the increase in total assets was mainly due to
the increase in equity resulting from net income for fiscal
year 2018 and higher trade payables.

A dividend was distributed in the reporting period for
fiscal year 2017 in the amount of 423 thousand euros
(previous year: 423 thousand euros). At the balance
sheet date the Company did not have any non-current
bank liabilities.

As of the reporting date, the DATA MODUL Group equity



ratio was 70.1% (previous year: 71.8%).
2.4 Financial and non-financial performance indicators

a) Financial performance indicators
The table below shows the relevant financial perfor-
mance indicators for both the current and previous

reporting years.

Financial performance indicators

KEUR 2018 2017
Orders received 253,836 232,036
Orderbaddog ......................................... 1 2 2034 ....... 108849
Revenue 241’417 ....... 218’256 .
EBlT 20’801 .......... 15’913
Netmcome 14’277 ......... 10’623 .
Return on equity 22.1% 20.0%
. EB|T margm ................................................ 86% ............ 730 A’

b) Non-financial performance indicators

In addition to financial metrics, DATA MODUL also uti-
lizes non-financial performance indicators including
employee interests, long-term customer and supplier
relationships, environmental considerations and 1SO
certifications. One positive indicator in the area of labor
relations is the employee average of 7.4 years of ser-
vice at DATA MODUL. This reflects our very special long-
term working relationship with our employees, which we
actively foster through internal training seminars and
continuing education programs. Our remuneration struc-
ture, comprising fixed and in some cases variable salary
components, ensures that individual employee perfor-
mance is fairly compensated. As a result, we take pride
in a high degree of employee satisfaction and corre-
spondingly low staff turnover. At the 2018 reporting date
DATA MODUL Group employed 484 staff, as compared to
406 in the previous year. The average workforce head-
count for the year increased 10.4% to 445 staff mem-
bers (previous year: 403 staff). The Group employed staff
from more than 20 different nations at the various sub-
sidiaries. In the fiscal year just ended, we again provided
apprenticeships to many young people. At the balance
sheet date, the Group employed 41 apprentices. In the
recruitment of new employees, we greatly benefit from
the city of Munich’s reputation as a preferred business

location, which heightens our appeal as an employer.
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Our long-term relationships with customers and suppli-
ers add great value to our enterprise as well. Honesty
and loyalty are of great importance to us with regard to
both our staff and our customers, thus both tend to stay
with us for a long time. High product quality yields last-
ing customer satisfaction. Long-term supplier relation-
ships in place since the founding of the Company are
another key aspect of our success. In addition, our ener-
gy-efficient products contribute to protecting the envi-
ronment. Environmentally-friendly disposal of our waste
products and environmental audits for ISO certification
are standard practices at DATA MODUL. We continuous-
ly improve our processes and production technologies,

taking regional conditions into account.

Resource-friendly planning avoids wastage of materials,
while efficient logistics eliminates unnecessary transpor-
tation. For our organization, business success and envi-

ronmental friendliness are not mutually exclusive goals.

3. Risks and Opportunities; Forecast

3.1 Risk report

In fiscal year 2018, DATA MODUL continued to grow its
core businesses. Global economic trends, exchange
rate movements, rising commodity and energy prices
and uncertainties regarding customer ordering behav-
ior constitute risks which may have a lasting impact on
our business. We are aware of these risks and carefully
monitor their impact on our business operations. As a
multinational enterprise, DATA MODUL Group is exposed
to a number of risks which are inextricably linked to
our business activities. Thus, an efficient management
of these risks in the meaning of an early warning sys-
tem, is key. In order to adapt to changes in our markets
and address the challenges the Company faces we con-
stantly upgrade our internal risk management system in
response to changing conditions.

Risk management system

Strategic principles

The DATA MODUL Group risk management system is
intended to render transparent and manageable any
known and arising risks and opportunities in the daily
business operations of all Group companies. We view

risk management as an ongoing process of recording,
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analyzing and assessing whenever possible the com-
plete spectrum of potential and actual developments,
and managing these accordingly. Risk management is
an integral part of our management system, allowing us
to identify at an early stage any risks to the Company's
growth or existence, and to contain potential negative
business impact. These methods are not solely applied
to risks, but also to identifying opportunities for DATA
MODUL and exploiting these so as to enable sustainable
growth and increase Company value. To achieve this,
all our employees and our decision makers in particu-
lar must be aware of any existing and potential risks to
which the Company is exposed. A wide array of instru-
ments are integrated into business processes to achieve
this goal, which facilitate management on all tiers of the
Group's hierarchy.

Organization and responsibilities

The DATA MODUL Executive Board bears overall respon-
sibility for effective risk management; the Board defines
the Company’s risk-bearing capacity levels and decides
on actions to be taken in response to particularly signif-
icant, core risks. It also updates the Supervisory Board
regularly concerning the Company's risk exposure. Risk
management is the responsibility of the Group Con-
trolling Department, which ensures that risk manage-
ment is an integral part of regular business management
rather than a mere response to specific risks. This func-
tion enables better identification of risks affecting the
entire Group. The Group Controlling Department coor-
dinates risk management processes, assists responsi-
ble staff with all risk management aspects, defines risk
thresholds, and is responsible for adequate reporting.

Each department and business segment has been
assigned a risk manager charged with identifying, ana-
lyzing and monitoring risks within his/her area of respon-
sibility. This individual initiates risk response measures
and their implementation after consultation with Risk
Control or the Executive Board.

Our risk management manual, available to all staff, out-

lines all relevant risk management components.

Risk identification
At the start of every year we begin the risk management
process by identifying key risk factors and risk sources

in the respective operational and functional risk areas,

using suitable tools such as checklists and question-
naires. We involve the individual departments in the
risk inventory process so as to heighten risk awareness,
which requires rendering emerging risks transparent.
The goal is to identify risks before events occur caus-
ing damage to the Company. Risks must be classified
according to defined risk categories, and their cause,
the actual risk involved and impact on the Company
must be comprehensively and transparently document-
ed. All risks are recorded in a risk catalog, analyzed and
assessed.

Risk assessment and risk management

Risks are assessed with respect to their impact and like-
lihood of occurrence. The Group's key performance indi-
cators for the current and future years serve as reference
points. If quantitative risk assessment is not possible, a
qualitative method is used to assess impact. The table
above shows both the measurement scale for the two
assessment factors (degree of impact and probability of
occurrence) and the resulting risk classification matrix.
Risk analysis results are presented within a risk port-
folio. A given risk is classified as "high", "medium" or
"low" depending on the degree of potential impact on
the Company's business operations, financial position,
financial performance and cash flows or reputation, and
on the estimated probability of occurrence. Depend-
ing on the risk perception and position, the Company
introduces different risk strategies and specific count-
er-measures. A staff member is then charged with imple-
mentation of these measures. Risk control measures are

implemented based on our strategic risk principles.

Risk monitoring and reporting

Risks are subject to constant change, thus they are con-
tinuously monitored by the risk owners and risk officers
as to changes and to the adequacy and efficiency of the
risk strategy currently in place. Constant monitoring of
proposed risk response measures and reporting on their
status is an important risk control tool. A summary report
on risk categories and sub-categories is always included
in the monthly Executive Board report. Continuous risk
reporting ensures that Company management has the
overall risk situation in view. We thus prepare an annual
risk report and discuss risks and rewards for the individ-
ual DATA MODUL business segments in monthly, quarter-
ly and year-end financial statement meetings.



Risk classification matrix

Degree of potential impact

Jeopardizing
Serious
Medium
Marginal
Minimal

Very unlikely Unlikely

Estimated probability of occurrence

Low risk . Medium risk

Somewhat likely
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Probable Almost certain

. High risk
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Additional ad-hoc risk reporting ensures that the Execu-
tive Board is always up to date regarding any significant
newly arising risks. The risks outlined below could have
an adverse effect on our business, financial resources
and/or earnings in one or both segments. These are not
the only risks we are exposed to. Other risks not yet iden-
tified or considered minor could also have an impact on
our business. We are not aware of any risks which could

jeopardize the Group as a going concern.

a) Corporate strategy risk

Our business strategy is about growth and success. All
decisions regarding capital expenditures and invest-
ments in companies are made on this basis. Our suc-
cessful Embedded and Touch Systems segment, with
which we entered the market just a few years ago, has

become an integral part of our business.

Corporate strategy risks may result from internal projects
and strategic decisions which fail to meet expectations.
In consequence, investments made may not pay off for
example, or the decision to evolve into an end-to-end
system solutions provider may prove inadvisable.

b) Market risks

General economic conditions and industry risks
Demand for DATA MODUL products is in part cyclical
and volatile to a degree. In addition, demand rises and
falls in line with the economic cycles in our markets,
and could continue declining in future. Economic ana-

lysts forecast growth of up to 1.3% for Germany in 2019,

which is our biggest market. In recent years however,
similar forecasts have been somewhat unreliable. The
risk of the economic recovery faltering due to certain
countries' high sovereign debt levels could have a neg-
ative impact on our business. Other negative effects,
including particularly those resulting from instable inter-
national currency markets, may also affect our business.
Economic trends in Germany and the US, our key mar-
kets, are of particular significance to our business. DATA
MODUL primarily operates in markets characterized by a
great deal of innovation and rapid technological change.
Thus there is always a risk that the Company will not
be able to adapt fast enough to new market trends or
new technologies, and therefore lose market share to
competitors. We maintain very close contact with lead-
ing display manufacturers and our customers in order
to minimize this risk. Expanding our R&D resources has
also laid a foundation for rapid response by adapting our
products to market changes. It cannot be ruled out how-
ever that the strategic decision to realign the Company
as an end-to-end system solutions provider could prove
wrong if the market trends we have counted on prove to
be unprofitable or without growth potential. The loss of
key customers to competitors poses another substantial
risk to DATA MODUL's business. Changes in legislation
may affect sales in certain industries and target markets.
DATA MODUL has been carefully monitoring and assess-
ing the economic, political, legal and social environment
in order to take account of any arising risks or opportuni-

ties in our decision-making processes at an early stage.
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Procurement risks

The market for flatbed displays is dominated by a small
number of manufacturers, almost all of which are based
in Asia. Procurement risks could become manifest in
times of high demand and product scarcity due to capac-
ity bottlenecks, resulting in delayed deliveries to cus-
tomers, cost increases and missed sales. We are coun-
tering these risks by means of 'second sourcing'. Similar
effects could also become manifest from logistical risks
associated with shipping merchandise from the East
Asia to Europe. We contain these risks through proactive
inventory management based on estimating demand
and by choosing reliable suppliers and logistics provid-
ers upholding high safety and security standards. How-
ever, demand and inventory service level risks remain,
as well as inventory risks connected with technological
advancement. The risk of declining prices is taken into
account when valuing inventories, in accordance with
our accounting rules. The average inventory service level
was 82 days during the reporting period, as compared to
80 days in the previous year.

Risk portfolio:

Explanatory notes:
Estimated probability of occurrence

Very unlikely < 10%
Unlikely < 20%
Somewhat likely < 60%
Probable < 80%
Almost certain » 80%

Circle size = potential impact without

risk management

@0

» 10,000 KEUR

Competitive and price risks

We aim to be the innovation and technology leaders in
our markets. This and the fact that we operate in markets
driven by innovation pose particular challenges regard-
ing our product portfolio and services. The flatbed dis-
plays business is highly competitive. Additionally, it is
normal for prices of some of our products to fall during
their life cycle. The ability to develop and successfully
market new products that meet the market's needs will
be of ever-greater significance in the future. We address
these challenges by intensifying our research and devel-
opment efforts and by striving to identify our customers'
requirements early on and respond to their needs with

appropriate products.

¢) Value chain risks

DATA MODUL has increased vertical integration of pro-
duction in order to add more value for customers. This
involves product quality and customer satisfaction risks,
however. Systematic quality assurance processes have

thus been implemented which play a key role in our val-

» 5,000 KEUR » 2,000 KEUR » 500 KEUR <500 KEUR



ue chain, enabling us to meet customers' expectations.
Because of increased production capacity, general risks
related to production processes may arise which could
jeopardize our product supply. Our quality assurance
department performs regular supplier audits, which
are important for ensuring quality and reliable delivery
capability in our supply chain. Because we concentrate
on a small number of suppliers and have to maintain
inventories, impairment losses may have to be recorded
on inventories if customers postpone delivery or cancel
orders. Our product marketing personnel contain such

risks through active inventory management.

d) Financial risks

Interest rate and currency risks

Our global business activities result in many payment
flows in various currencies. The foreign currencies of
greatest significance for the Group are the US dollar,
pound sterling, Japanese yen, Hong Kong dollar and Sin-

gapore dollar. The Group is exposed to risk from foreign

Risk category No. Substantial risks

Strategic risks 1 Business model-related challenges

Market risks 2 Economic shifts
3 Non-identification of
technology trends
4 Competitive risks
5 Dependency on certain industries

6 Supplier dependencies
Value chain risks 7 Product quality issues
8 Deliverability

Financial risks 9  Currency risk
10 Credit risk
11 Interest rate risk
12 Liquidity risk
IT-related risks 13 Data and business systems availability

Legal risks 14 Compliance with statutory
requirements

Personnel risks 15 Staff turnover

Other 16 Business disruption due to

operating risks external causes
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exchange rate movements, thus hedging is an integral
part of our risk management strategy. We mainly use
natural hedges to hedge against risks from foreign cur-
rency business transactions calculated in euros. Foreign
exchange hedges are employed to secure our calculated
margins, avoiding potential foreign exchange losses,
which would increase the cost of purchased compo-
nents. The credit facilities available for financing our
global business operations are in part subject to interest
rate risks. In certain cases, membership in the ARROW
Group has been detrimental for DATA MODUL's rating
with lenders.

The Group is currently analyzing the effects of various
Brexit scenarios. The DATA MODUL Group has only min-
imal sales volume in GBP and in the UK in general, thus
not significant effects are expected.

Liquidity and default risks

Currently the DATA MODUL Group has credit lines and
bank guarantees totaling 28,040 thousand euros. These
credit facilities have been granted until further notice by
various banks under bilateral agreements. Credit agree-
ments with banks generally do not contain financial cov-
enants besides the usual quarterly reporting obligations.
Itis highly likely that we will continue to have these cred-
it lines at our disposal in the same amounts or amounts
which meet our requirements. The Group's liquidity situ-
ation continued to improve in the fiscal year ended, char-
acterized by virtually no liquidity risk.

Default risk exists in that a contractual partner may be
unable to fulfill or may be delayed in fulfilling obliga-
tions, causing DATA MODUL to suffer financial losses.
In order to contain bad debt risks we verify our custom-
ers' credit standing and obtain trade credit insurance for
trade accounts receivable. In some cases, precaution-
ary/surety measures are agreed directly with the cus-
tomer when deemed necessary. The average days sales
outstanding (DSO) figure was 48.48 days in 2018.

e) Information technology-related risks

These risks include unauthorized access to sensitive
company data and information, and impaired system
access resulting from service disruptions and disas-
ters. Adequate approval procedures, access profiles
and technologies are deployed to contain these risks.
Critical data files are backed up on a daily basis, and

back-up files stored in external locations. In addition,
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we perform regular disaster recovery testing. In 2018,
external attacks were successfully repelled by the secu-
rity measures in place, so that these did not cause any
disruptions to our business. In addition, our protective
measures are tested by external experts to verify their
effectiveness and efficiency. Our IT systems are con-
tinuously checked and improved to ensure the security
and efficiency of our business processes on an ongoing
basis. Furthermore, employees are required to comply
with our IT policies.

f) Product liability and legal risks

Being the quality leader gives us an edge over our com-
petition, and it is our goal to retain and widen that edge.
This requires us, however, to rapidly identify and fix any
product weaknesses, an ability we enhance through con-
stant innovation and quality improvement. We are liable
to our customers for the quality of our products. Quality
management and quality assurance are thus essential
to minimizing this risk. Nevertheless, experience has
shown that a minor amount of risk remains. Legal dis-
putes arise in connection with ordinary business activ-
ities, involving claims over improper product delivery
or service provision, product liability, product defects,
quality problems and title infringements. There is no
guarantee that DATA MODUL's reputation will not suffer
from these or other legal disputes. Defective products
may lead to warranty claims against companies of the
DATA MODUL Group, or these companies may be held
liable for damages. We have recorded provisions for war-
ranty claims and legal disputes to the extent we believe
such obligations will probably exist and the amount of
damages can be adequately assessed. Certain legal risks
are covered by appropriate insurance policies which are

commonly used in the industry.

g) Personnel-related risks

The success of DATA MODUL Group depends on our com-
prehensive skills and years of experience in the field,
and on the high level of motivation and commitment our
employees contribute. Our HR policy is thus about con-
sistently acting upon our corporate mission statement
of “Success based on competence and responsibility”.
The Group is responding to ever-intensifying competi-
tion for highly qualified specialist personnel and man-
agers, and the associated risks of losing know-how
through staff turnover, by providing attractive training

opportunities, targeted staff development offerings and
performance-based pay components and remuneration
schemes. DATA MODUL's flat hierarchical structure, open
communication policy and continuous knowledge-shar-
ing promote employee satisfaction. We secure new tal-
ent for the Company by regularly providing apprentice-
ships for many young people.

h) Other operational risks

DATA MODUL is exposed to external risks such as natu-
ral disasters, fires and accidents. Property damage may
occur in the form of damage to the Group's buildings,
production facilities or warehouses or those of our sup-
pliers, as well as damage to goods in transit, potentially
causing business disruptions. We contain these risks in
various ways. For instance, we select reliable suppliers
and logistics providers which uphold high safety and
security standards. In addition to insurance coverage,
we have also implemented emergency procedures to
mitigate potential negative effects.

The Executive Board saw no individual risks which pose
a going-concern threat to the DATA MODUL Group as of
the reporting date, and does not foresee any arising in
the near future, nor did risks in aggregate pose an evi-
dent going-concern threat to the DATA MODUL Group as
of the reporting date.

Internal controls and risk management system
relevant for Group financial accounting process

Our internal control system comprises the standards,
processes and measures introduced by Company man-
agement and aimed at organizational implementation
of management decision-making to ensure efficient and
cost-effective operations (including asset security and
the prevention and discovery of pecuniary losses), cor-
rect and reliable internal and external invoicing, and
compliance with legal requirements applicable to the
Company.

DATA MODUL has Group-wide controlling instruments
deployed as part of the internal control and risk man-
agement system and utilizes financial performance indi-
cators. Target vs. actual comparisons of financial per-
formance indicators are used principally to measure
attainment of DATA MODUL objectives. Project cost
control and the degree of deviation from planning are
especially important performance indicators. Perfor-



mance indicators are checked versus quantitative and
qualitative non-financial indicators. DATA MODUL mon-
itors these indicators as part of integrated project man-
agement and controlling. The DATA MODUL AG Executive
Board receives periodic reports and ad-hoc reports as
necessary. In the reporting, all projects are thoroughly
analyzed, taking into consideration the complete set of

performance indicators.

DATA MODUL AG monitors the enterprise value of its
investments in subsidiaries as part of the internal con-
trol and risk management system, relying on both quali-
tative and quantitative variables.

Accounts receivable are regularly reviewed to ascertain
any value impairment. The Company consults credit
agencies to verify credit standing prior to first-time cus-
tomer delivery, and periodically thereafter. As soon as
there is any indication of a change in a customer's credit
standing, a new credit check is performed. Correspond-

ing impairment losses are recorded as necessary.

DATA MODUL AG ensures the correctness of its financial
accounting through use of an internal control system.
This ensures that transactions are accounted for and
processes executed promptly, uniformly, correctly and
completely, as well as ensuring compliance with legal
requirements. The internal control system is structured
with measures of an organizational and technical con-
tent, such as coordination processes, automated plausi-
bility checking, segregation of functions and compliance
with policies and requirements.

The Executive Board bears overall responsibility for
the internal control and risk management system with
respect to the financial accounting processes of consoli-
dated companies and to Group consolidated accounting
processes. A strictly defined management and reporting
structure regulates the inclusion of all companies, stra-
tegic business segments and departments in the consol-
idated financial statements.

Business principles, organizational structures, work-
flows and accounting-related processes comprising the
internal control and risk management system are docu-
mented in Group-wide organizational policies which are
regularly updated in response to the latest external and

internal developments.
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With respect to the accounting processes of associated

companies and Group accounting processes, we consid-

er those aspects of the internal control and risk manage-

ment system to be of material importance which have a

major impact on our business accounting and the overall

view presented in the Consolidated Financial Statements

and the Group Management Report. These elements

include in particular:

- Identifying key risk and control areas relevant to Group-
wide financial accounting

- Monitoring of Group accounting processes and their
results on the levels of the Group Executive Board, stra-
tegic business segments and Group companies includ-
ed in the consolidation

- Preventive control measures in Group finance and
accounting and at the consolidated companies as well
as operating, performance-related business process-
es, generating material information for inclusion in the
consolidated financial statements including the Group
management report, including segregating of functions
and controlling of predefined approval processes in
relevant areas

- Measures to ensure appropriate computer-aided pro-
cessing of Group accounting-related issues and data

- Establishing an internal audit system, including regular
visits to international and domestic subsidiaries with a
view to monitoring the Group accounting-related inter-

nal control and risk management system.

3.2 Opportunities

Alongside risk factors, we also identify opportunities
arising in the course of our business operations, which
we analyze in order to take steps accordingly. The most
significant opportunities are outlined below, prioritized
by their current estimated significance for DATA MODUL.
The opportunities outlined below are not necessarily the
only ones perceived. Also, the estimated impact of these
opportunities is subject to regular change due to the
rapid developments constantly taking place within the
Company and our markets as well as to technology in
general. New opportunities may arise from such chang-
es, and existing opportunities may become less or more
pertinent. It is also possible that opportunities perceived

today are never realized.

Economic environment and product portfolio
We live in a world of fast information flows. Receiving,
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processing and responding to information from every
corner of the world has become an important factor in
everyday life. In the coming years, information will be
increasingly communicated via displays. It is a world in
which people's quality of life will be directly affected by
technological progress. Our products are a meaningful,
important contribution to that end, which is why we take
care to offer the right products for each individual mar-
ket. The global displays market grew furtherin 2019, ata
rate of 7% per year according to market analysts.

Changes in general economic conditions present oppor-
tunities for DATA MODUL as well. In view of the general-
ly favorable global economic situation, market research
forecasts and increasing investment in modern commu-
nication media, we believe DATA MODUL will experience
stable growth over the next two fiscal years (see Forecast
Report).

We base these growth expectations on our heightened
R&D efforts in the field of control electronics and in our
industry-related business, in which we operate as OEM
supplier of specially developed niche products. Our
newly developed expertise in touch and optical bonding
technologies and embedded systems opens up addition-
al potential. Initial customer orders we have received are
indicative of how much potential exists.

Another attractive growth opportunity lies in further glo-
balization We want to participate in the growth opportu-
nities in emerging markets over the next several years,
significantly increasing our sales. Expansion of our busi-
ness activities in the US holds growth opportunities as
well. We believe that this will enhance our enterprise

value in a sustainable way.

Acquisitions and competition

We look out for acquisition, investment and partnership
opportunities which could help us consolidate on our
technology leadership, tap market potential and further
optimize our product portfolio, and we continue observ-
ing the situation in our current markets with regard to
opportunities for strategic partnerships and acquisitions
augmenting our organic growth. Such activities can fur-
ther efforts to strengthen our position in our current mar-
kets, enter new markets and add select areas of technol-

ogy to our portfolio.

The intense competition in the markets in which we
operate constantly challenges us and our customers to
strive for innovation. The DATA MODUL business mod-
el provides a good basis for realizing these business
opportunities. However, the present market situation
holds opportunities as well for gaining market share
through weaker competitors exiting the market. Because
our business units operate in different market and indus-
try segments, DATA MODUL has little dependence on par-
ticular industries.

Adding value

Moving our value-adding activities to low-cost countries
could save money. Establishing a new production site in
Poland is part of these efforts. Transferring certain val-
ue-adding activities, such as procurement, production
and maintenance to markets such as the BRIC countries
or nations in the Near and Middle East would allow us
to reduce costs and strengthen our global competitive
standing, particularly with respect to competition from
countries where cost structures are more favorable.
Additionally, we are working to develop and imple-
ment cost-cutting initiatives, adjust capacity, improve
processes and rebalance our portfolio constantly. In
highly competitive markets, competitive cost structures
enhance the competitive advantage of innovation capa-
bility. We have reaped sustainable value from stringent
implementation of the Shape 2020 strategy program.
Nonetheless, uncertainties remain which could endan-
ger any sustainable improvement in business conditions

(see: 'General economic conditions' and 'Forecast’).

3.3 Forecast

The statements made in the following regarding the
future business results of DATA MODUL Group and
assumptions regarding market and industry trends
deemed material in relation thereto are based on opin-
ions which we believe are realistic at this time given the
information available. These assumptions and assess-
ments are subject to uncertainty however, and involve
an inevitable risk that developments may not occur as
forecast, with regard to either trend direction or extent.

General economic conditions ¥

We expect the global economy to continue expanding,
but at a more restrained pace than in the previous two
years. Thus despite solid growth for the global economy,

D Sources: IMF, Eurostat, BayernLB Research



a slowing phase is likely to commence in 2019. The pri-
mary reasons for this are the expiration of the US fiscal
stimulus package, deleterious trade restrictions and nor-
malization of the Fed monetary policy which is undermin-
ing financing conditions worldwide. Consequently, ana-
lysts are forecasting slightly lower growth rates for the
global economy in 2019 and 2020, at 2.9% and 2.6%
respectively.

In addition to domestic political developments, deci-
sions and developments on the European level will
remain of foreground importance in 2019. Turbulent
events are likely in store for the monetary union in 2019,
there being a high risk of further electoral victories by
populist political candidates. Economic concerns are
raised by the Brexit process and the interest rises insti-
gated in the US, which may hamper capital expenditure
activity. As a result growth in the euro area is expected to
slow to 1.4%. Low oil prices, expansive fiscal policy and
the weak euro in particular will continue having a posi-

tive effect on exports, however.

The outlook for Germany, our primary market for sales,
remains positive despite noticeably slowing momentum.
The global factors outlined above are partly responsible
for this, but German manufacturers are still seeing high
capacity utilization. And capacity utilization is expect-
ed to continue rising, catalyzing capital expenditure
and employment. However, rising production costs due
to excessive wage demands are limiting export perfor-
mance. Consumer spending remains the primary eco-
nomic driver. The outlook is positive, thus analysts are
projecting GDP growth of 1.3% for 2019 and 0.8% for
2020.

The United States, our largest foreign market, will keep
up its dynamic pace of growth in 2019. The tax reform
and a large-scale infrastructure program should continue
delivering significant stimulus in the US next year, thus
analysts are forecasting GDP growth of 2.6% there for
2019. The interest hike announced by the Fed does not

pose a hurdle to reaching this figure.

In China analysts see growth slowing somewhat in 2019
and 2020. Transportation infrastructure investment
under the five-year plan will continue to be the princi-

pal GDP growth driver. Downside risks in China lie in the
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reduction of excess capacity in the industrial sector and
uncertainties concerning the new US administration with
regard to protective tariffs on Chinese products. Growth
is still more than twice the rates seen in established
industrialized nations, thus analysts project GDP growth
of 6.2% for 2019 and 6.0% for 2020.

DATA MODUL outlook for 2018

The outlook for the global economy and for DATA MODUL
in particular is for further growth according to indica-
tions. Greater consumer spending and purchasing power
brought about by low crude oil prices are key economic
factors in our primary markets of Germany and the US.
Thus we expect to continue on our growth trajectory in
the years ahead.

In addition to geopolitical risks, the trade war between
China and the US and the global sovereign debt prob-
lem, which could significantly affect growth, are creating
political uncertainty in Europe and will play a large role in
2019. The year 2019 poses great challenges for Europe,
and it remains to be seen how Europe will emerge from
this political acid test. Still, DATA MODUL expects to
remain on track for growth in 2019, in Germany and oth-

er European countries.

The “Touch Tomorrow 2023” strategy program is aimed
at further strengthening DATA MODUL's global competi-
tiveness. We aim for balanced sales growth in Europe,
the US and Asia, with Germany naturally forming the
backbone of the Group’s business. Plans are in place
to further develop sites in the US and China as part of
efforts to expand capacity on a ‘local for local’ basis.
The DATA MODUL Group will thus find growth opportuni-
ties in 2019 arising from the overall economic situation
and from new products developed to market-readiness,
despite fierce competition. We will nevertheless conse-
quently pursue our strategic goals with a view to main-

taining the growth trajectory of previous years.

In consequence of our strategic development program,
and to avoid resource shortages as sales continue to
rise, we will again be investing this year in our produc-
tion and logistics center in Poland to further increase
production capacity. Currently the Group has plans
for roughly 5 - 9 million euros in capital expenditure.
Depending on the developments in fiscal year 2019, we
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will either invest the full amount or reserve part of the
funds. Within the next two years, larger investments may
also be made to acquire smaller firms. This will subse-
quently accelerate our organic growth while strengthen-
ing our product portfolio and our global presence. We
plan to finance these investments from operating cash

flow and existing credit lines.

These projections are based on a number of assump-
tions, and particularly on our revenue estimates. A
detailed, reliable forecast is not possible due to the
inability to determine the extent to which stabilizing fac-
tors could compensate for uncertainties. Because of the
aforementioned risks and opportunities, DATA MODUL's
actual situation could differ from our projections either
positively or negatively. Our projections are based on the
following assumptions:

- German economic growth: 1.3%

- European economic growth: 1.4%

- US economic growth: 2.6%

- Global economic growth: 2.9%

- Stable USD and JPY exchange rates

- Commissioning of further machines at our production
sites

- Planned expansion of production and logistics capacity.

Summary

We expect the upward trend of the macroeconomic situ-
ation to continue in fiscal year 2019 while the geopolit-
ical environment remains complex. In view of the rath-
er favorable market environment, the Executive Board
expects DATA MODUL Group to grow its profits. The book-
to-bill ratio is expected to remain above 1, thus our reve-
nue growth will be secure long-term. We thus anticipate
2019 revenue in the range of 248 - 287 million euros,
aiming for an EBIT margin of over 7%. Both our business
segments are expected to grow, although our highest
expectations are for the Systems business segment. We
have invested heavily in touch and embedded technol-
ogies in recent years, which will enhance revenue and

earnings for the business segment.

Group objectives Increase in 2019 Fiscal year 2018

Orders received 3-19% 253.8 million euros

Order backlog 4—-15% 122.0 million euros
Revenue ..................................... 3_19% ..... 241 4m|“|0 n euros
EB|T ........................................... 1_20% ....... 20 8 mlulo n euros
Net m Come ................................. 3_20% ....... 14 3 mlulo n euros
Retumoneqwty ........................... 0_5% 221%

4. Remuneration report

The DATA MODUL AG Supervisory Board determines the
overall remuneration packages for members of the Exec-
utive Board. It also reviews and adapts the remuneration
scheme on a regular basis with a view towards appropri-
ateness of the sole Executive Board member's remuner-
ation, considering the principal contractual elements in
place.

The remuneration packages of DATA MODUL AG Execu-
tive Board members are determined based on the size
and the global activities of the Company, its business
and financial position, profitability, prospects, and the
amount and structure of remuneration packages of exec-
utives and directors of comparable companies in and
outside Germany. In addition, the responsibilities and
personal performance of the respective Executive Board
member are taken into account.

Our remuneration structure is designed to be competi-
tive in the international market for highly qualified exec-
utives, and incentivizes hard work within a high-perfor-
mance culture to successfully and sustainably grow the
enterprise. DATA MODUL AG participates in comparative
remuneration surveys of both the industry and of Prime
Standard companies in general to ensure horizontal
comparability of Executive Board remuneration. When
determining Executive Board remuneration, pay scales
and the remuneration scheme used throughout DATA
MODUL Group are taken into account as well for a verti-
cal perspective.

Executive Board remuneration is performance-oriented.
Pay packages are comprised of the following compo-
nents:



- Fixed components (basic salary plus fringe benefits)
- Performance-based component (single-year and multi-
year variable remuneration tied to the attainment of

specific goals/targets)

Basic salary, fringe benefits and pension are the non-per-
formance-linked remuneration components. Basic salary
is paid in even monthly installments. Fringe benefits
primarily consist of contributions to accident, life and
health insurance and use of a company car. The Com-
pany has no pension commitments to Dr. Pesahl as sole

Executive Board member.

Multi-year performance-based variable remuneration as
regulated by the executive bonus scheme depends on
the attainment of certain targets specified in the employ-
ment contract. These targets are based on Group EBIT.
The executive bonus is staggered, depending on the
degree to which targets are achieved, with a minimum
threshold and a maximum amount when the targets are
fully achieved. The earnings target for fiscal year 2018
was adopted at the Supervisory Board meeting held in
December 2017.

The disclosures on compensation paid to the Executive
Board member in fiscal year 2018 take into account the
recommendations per German Corporate Governance
Code (GCGQ) in addition to applicable accounting princi-
ples (GAS 17, HGB/German GAAP, IFRS):

Dr. Florian Pesahl

Compensation CEO

packages granted Appointed: January 1, 2010

KEUR 2017 2018? 2018 2018
(min.)  (max.)

Fixed remuneration 230 230 230 230

Fringe benefits 16 31 31 31

Total 246 261 261 261

One-year variable

R 147 147 0 147
(ompensation® | T T T
Multl-year\{arlible 73 73 0 73
compensation” |
Executive bonus 2017 73 0 0
Executive bonus 2018 0 73 0 73

Total compensation

(according to GCGO) | el
Service cost 0 0 0 0
Total compensation

(according to GAS 17)
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Y Not taking into account any deferrals.

2 According to his employment contract, Dr. Pesahl's execu-
tive bonus package contains a long-term incentive by virtue
of which only two-thirds of the accrued executive bonus is to
be paid out upon adoption and approval of the consolidated
financial statements, the third portion only being disbursable
if the Group remains profitable in the fiscal year following.

? Additional bonuses were approved in 2018 for Dr. Pesahl
based on his contract in the amount of 119 thousand euros
for performance in the year 2017, and 83 thousand euros for

the year 2018.

Compensation was paid to the Executive Board member
in fiscal year 2018 as follows:

Dr. Florian Pesahl
Compensation CEO
Appointed: January 1, 2010

KEUR 2018 20179
Fixed remuneration 230 230
Fringe benefits 31 16
Total 261 246
One-yearva}rlable 147 220
OMPENSAtON Y | e
Multi-year Yanable 0 50
LOMPENSAtoN | L e
Executive bonus

2015 0 >0
Total compensation 408 516

4 Not taking into account any deferrals.

% The Company has an agreement with Dr. Pesahl that he will
remain on the Executive Board through the end of fiscal year
2016 and receive as compensation for not exercising his spe-
cial termination right a one-time payment of 760 thousand

euros in 2017. This was paid out in fiscal year 2017.

As of the reporting date, the Group had pension com-
mitments for former members of the Executive Board as
shown in the table below, indicating annual contribu-

tions to the pension plan.

Pensions Peter Hecktor | Walter Eichner

KEUR 2018 2017 | 2018 2017

Provisions recorded as of
the reporting date

Allocations to
pension provisions

Pensions paid 22 22 27 26
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In fiscal years 2017 and 2018, the Executive Board mem-
ber did not receive any loans or similar benefits. Nor did
the Executive Board member receive any remuneration

for offices held at other Group companies.

There are no contractual agreements in place with the
Executive Board member governing early termination of
Board duties without due cause. The Supervisory Board
believes that this is not appropriate due to the fact that
the Executive Board member usually has no control over
a decision to terminate agreements without due cause.
The Executive Board member’s contract contains a sev-
erance clause in the event of a change of control in the
Company in the maximum amount of two years' remu-
neration.

Supervisory Board remuneration

The amount of remuneration paid to Supervisory Board
members is commensurate with the size of the compa-
ny, the members' tasks and the responsibilities, and
the Company's financial position and business outlook.
The relevant provisions are set forth under Art. 8 of
the Company's Articles of Incorporation. These provide
that Supervisory Board members receive a fixed annu-
al fee payable after the fiscal year has ended. This fee
is 20,000 euros p.a.; the chairman receives twice this
amount, and the deputy chairman receives 1.5 times this
amount. The Company does not pay any fees for attend-

ing Supervisory Board meetings.

Remuneration paid to individual Supervisory Board
members is outlined below:

Annual remuneration in KEUR 2018 2017
Kristin D. Russell 40 40
ThomaSALefﬂer 30 ................. 19
. Jlm Peme ......................................................... O ................. 1 1 .
Wo[fgangKlem 20 ................. 2 0
Grand total 90 90

Supervisory Board members are reimbursed for expens-
es incurred in connection with performing their office,
and for any VAT charged on their remuneration. The Com-
pany does not grant loans to Supervisory Board mem-
bers. DATA MODUL AG provides D&O insurance for Group

board members. The insurance is taken out or renewed
annually. The insurance covers personal liability in cases
of pecuniary loss claims brought against directors/offi-
cers in connection with the performing of their duties.
The policy for fiscal year 2018 stipulates a deductible
for the Executive Board member in line with the Ger-
man Stock Corporation Act and German Corporate Gov-

ernance Code.

5. Control of capital

a) Subscribed capital

DATA MODUL AG has share capital of 10,578,546 euros,
and has been listed as a technology firm on the Prime
Standard since March 2003. The company’s share cap-
ital consists of 3,526,182 no-par bearer shares. Each
share represents 3.00 euros of subscribed capital.

At the balance sheet date, DATA MODUL AG held no trea-
sury shares, thus the number of shares outstanding was
3,526,182.

b) Significant shareholders

The disclosures per Sec. 315a (1) no. 3 of German Com-
mercial Code (HGB) of direct and indirect holdings of
share capital exceeding ten percent of voting rights are
published in the Notes.

c) Voting rights restrictions

The Executive Board is not aware of any restrictions on
the transfer of shares such as rights of first refusal or
lock-up clauses. Likewise, there are no restrictions on
voting rights or controls, and no shareholders hold spe-
cial rights of any kind.

Statutory provisions are observed when appointing and
replacing members of the Executive Board. Changes in
Executive Board composition are made in accordance
with Secs. 84, 85 German Stock Corporation Law (AktG);
changes to the Articles of Incorporation are made in
accordance with Secs. 133, 179 German Stock Corpora-

tion Law.

The authority of the Executive Board with respect to the

issuance and acquisition of new shares is as follows:



d) Authorized capital 2015

Shareholders have authorized the Executive Board to
increase the Company's share capital one or more times
in the period through July 2, 2020 by a maximum total of
5,289,273 euros, subject to Supervisory Board approv-
al, by offering and issuing new bearer shares for cash
or non-cash contributions. The Executive Board makes
the decision to issue new shares and decides on what
rights are attached to the shares and on the terms of the
share offering, subject to Supervisory Board approval.
As a rule, new shares must be offered to existing share-
holders for subscription. The Executive Board is autho-
rized, subject to Supervisory Board approval, to exclude
shareholder subscription rights (i) regarding fraction-
al amounts, (ii) in share offerings for non-cash contri-
butions, including particularly in connection with the
acquisition of companies, business units, equity stakes
and/or assets of companies and with business combi-
nations, and (iii) in share offerings for cash if the share
capital comprised by the new shares does not exceed
10% of total share capital; the stipulation applies that
the issue price of the new shares may not be significantly
lower than the market price of Company shares already
trading on the stock market. The increase in authorized
capital was recorded in the German commercial register
(Handelsregister) on August 19, 2015.

6. Corporate Governance Declaration

Sec. 289f German Commercial Code (HGB) mandates a
corporate governance declaration. This declaration is
made available to the public on the Company website
www.data-modul.com in the Corporate Governance sec-
tion.
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7. Closing statement of the Executive Board
on relationships with affiliated companies

In fiscal year 2018 DATA MODUL AG was a con-
trolled affiliate of Arrow Central Europe Hold-
ing Munich GmbH, Munich, Germany, according to
Sec. 312 German Stock Corporation Act (AktG). The DATA
MODUL AG Executive Board thus compiled an Executive
Board report on relationships with affiliated companies
in accordance with Sec. 312 (1) German Stock Corpora-
tion Act (AktG) containing the following closing state-
ment:

“The Company's Executive Board declares that DATA
MODUL AG received consideration for all legal transac-
tions stated in this Report on Relations with Affiliated
Companies which was appropriate in light of the circum-
stances known to the Executive Board at the time the
transactions were undertaken.

No other actions were undertaken or omitted under the
direction or in the interest of the controlling company

during the fiscal year under review.”

Munich, March 13, 2019

Dr. Florian Pesahl
Chief Executive Officer

51



L

CONSOLIDATED
FINANCIAL
STATEMENTS



CONTENT

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement of Financial Position 54
Consolidated Statement of Income 56
Consolidated Statement of Comprehensive Income__ 57
Consolidated Statement of Cash Flows 58
Consolidated Statement of Changes in Equity
Notes to the Consolidated Financial Statements

. Description of Business

. Summary of Significant Accounting Policies

. Consolidation

. Recognition and Measurement Methods

. Notes to the Statement of Income

. Notes to the Statement of Financial Position

. Notes to the Statement of Cash Flows

. Supplementary Disclosures

53



CONSOLIDATED FINANCIAL STATEMENTS | CONSOLIDATED STATEMENT OF FINANCIAL POSITION

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS OF DECEMBER 31, 2018

ASSETS Notes 12/31/2018 12/31/2017
Non-current assets
Goodw.u ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [8]24192419
|ntang,bleassets ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [8] ,,,,,,,,,,,,,,,,,,,,,,,,,,, 31003064
Propertyplantandequment ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [8] ,,,,,,,,,,,,,,,,,,,,,,,,, 1579912982
Deferre d ’ tax assets ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [6] ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2 80 ,,,,,,,,,,,,,,,,,,,,, 186 .
TOtal n oncurre nt a S sets ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 21, 598 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 18’651 .
Current assets
|nvent0nes ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [9] ,,,,,,,,,,,,,,,,,,,,,,,,, 52865 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 42758
‘‘‘‘‘ Tradeaccountsrecewable
Including impairments (2018: 167; 2017: 184) [10] 28,961 27,137
Contractassets ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [10] ,,,,,,,,,,,,,,,,,,,,,,,,,, 3945 ,,,,,,,,,,,,,,,,,,,,,,,,, 0
Othercurrentassets ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [1011160 ,,,,,,,,,,,,,,,,,, 1 719
Othercurrentﬁnanaalassets ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, [101 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 6 39 ,,,,,,,,,,,,,,,,,,,,, 370
CaShandcaShequwalents ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [11] ,,,,,,,,,,,,,,,,,,,,,,,, 24956 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 20217
. TOtal C u rrentassets ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1 1 2’ 526 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 92 ’201 .
Total assets 134,124 110,852

All figures in KEUR
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LIABILITIES AND SHAREHOLDERS' EQUITY Notes 12/31/2018 12/31/2017Y
Shareholders' equity
Share capital: no-par-value bearer shares. (authorized: [12] 10,579 10,579
KEUR 5,289; shares issued and outstanding: 3,526,182 as of
...... 12/31/2018and 12/31/2017)
Capital reserves [12] 24,119 24,119
- R e tamedeamm gs ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [12] ......................... 58 556 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 44 313
s Oth é r reserves ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [12] ............................... 7 52 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 560 .
TOtal S h a reho[ders equ| ty .............................................................................................................. 94’ 0 06 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 79 ’571 .
Non-current liabilities
e P ens,onsandnonCurrentpersonnel|,ab,1,t,es ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [13]1567 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1 615
- N Oncurrentpmv's'ons ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [14] ............................... 3 03 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 405
Oth e r noncurre n t l,ab,[,t,es ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [15] ................................... 0 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 949 .
- N OnCurrentcontractI,ab,l,t,es ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [15] ............................... 7 22 ,,,,,,,,,,,,,,,,,,,,,,,,,, O
- D eferredtaxllablhtles ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [6]1158 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 797
TOtal n Oncurre nt “a bllmes ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 3’ 750 3 ’766 .
Current liabilities
e Tradeaccountspayable .............................................................................................................. 1878713702
s C urrent Contract “abmtles ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [1 5] ............................... 546 ,,,,,,,,,,,,,,,,,,,,,,,,,, O .
s Taxes p ayab le ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [16] ........................... 3 366 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1 618
Currentpmwsmns ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [14]2423 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1 298
- |_ |ab|l|t|esduetoﬁnanc|a[mstltutlons ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [17] ........................... 42004200
Othercurrent“abmtles ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [16] ........................... 6072 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 5 874
Othercurrentﬁnanc,al“ab,[,t,es ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ [16] ............................... 9 74 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 823
Total current liabilities 36,368 27,515
Total liabilities 40,118 31,281
Total liabilities and shareholders' equity 134,124 110,852

U Adjusted previous-year figures, see remarks on note [12]

All figures in KEUR, except number of shares.
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CONSOLIDATED STATEMENT OF INCOME

FOR THE PERIOD JANUARY 1 TO DECEMBER 31, 2018

Notes 2018 2017
Revenue [1] 241,417 218,256
Cost of sales [2] (187,622) (170,680)
Gross profit 53,795 47,576
Research and development expenses [3] (5,435) (5,368)
Selling and general administrative expenses [4] (27,559) (26,295)
Earnings before interest and taxes (EBIT) 20,801 15,913
Interest income [5] 1 16
Interest expense (5] (74) (120)
Earnings before taxes 20,728 15,809
Income tax expense (6] (6,451) (5,186)
Net income for the year 14,277 10,623
Earnings per share — basic (7] 4.05 3.01
Earnings per share — diluted 71 4.05 3.01
Weighted average of shares outstanding — basic 3,526,182 3,526,182
Weighted average of shares outstanding — diluted 3,526,182 3,526,182

All figures in KEUR except earnings per share and weighted average shares outstanding.
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

FOR THE PERIOD JANUARY 1 TO DECEMBER 31, 2018

2018 2017
Net income 14,277 10,623
Otherco mprehen S Nemcome(loss) .........................................................................................................................................
~ Other comprehensive income (Ioss) to be reclassified and reported in profitor loss in subse-
Qe e Orting PO iOds
Adjustments from currency translation of foreign subsidiary results 192 (581)
AtmbUtabletaxeffects ....................................................................................................................................... 0 .................... O
* Other comprehensive income not to be reclassified and reported in profitor loss insubse- '
Qe e Orting PO iOds
Actuarial gains (losses) (86) 77
Attnbutabletaxeﬁects .................................................................................................................................... 26 .................. 23
Deferred taxes rec orded m eqwty ...................................................................................................................... O (21)
Comprehensive income after tax 14,409 9,967

All figures in KEUR
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE PERIOD JANUARY 1 TO DECEMBER 31, 2018

Notes 2018 20177

Cash flows from operating activities 7.

Income tax expense 6,416 5,185
...... D eprec,at,onamort,zat,onand,mpa,rments27862411
...... P rov|5|0nsforbaddebts3331
Gamfmmdlsposalsofﬁxedassets ........................................................................................................... (13) .................. (6)
...... N etmterest73104
Othe r noncaSh ex p ense 5 and , n Com e ......................................................................................................... (8) .................. (7)
Changes ....................................................................................................................................................................................
Changemmventones(12513)1272
C hange m tradere ce,vab[es andcontractassets .................................................................................. ( 2703) .......... (4 131)
. C hange m Other assets ............................................................................................................................... 248 ............. (2 41)
C hange m tradepayables ......................................................................................................................... 5094 ............. (505)
. C hange m Other 1 , ab ,l,t,es a nd CO ntract“ab,[,t, es ................................................................................... 1 5 87 .......... (3 161)
. |ncome taxes p a , d ....................................................................................................................................... ( 4480) .......... (4 8 19)
. CaSh ﬂows fmm opera tmgactw'tl es ......................................................................................................... 10’797 ............ 6’ 756
. CaSh ﬂows fmm , nvestmg act, vmes .............................................................................................. 7 ...........................................
...... P roceedsfromd|sposa[sofﬁxedassets216
..... Cap|ta|expend,turesw,thcap,tahzab[edevelopmentcost(832)(675)
""" Capital expenditures on other intangible assets and property, plantand equipment ~ (4,806)  (3.752)
Cashﬂowsfmmmvestmgact,v.t.es(5,617) .......... (4,421)
CaShﬂowsfromﬁnancmgactmnes7 ..........................................
..... Cash|nf[0W5(+)/Outﬂows()fromCurrentﬁnanaa[[|ab|[|t|e501200
. D |V|dend pa|d ............................................................................................................................................ (423) ............. (4 23)
. | n terest rece've d . (+) / pa|d () (nEt) ............................................................................................................ (5 3) I (81)
..... Otherﬁnancmgactmnes46(39)
CaSh ﬂows fmmﬁnancmg act. vmes ............................................................................................................ ( 430) 657
Effectsofexchangeratemovementsoncash&cashequwa[ents ............................................................ (11) .................. 33
NetChangemcaSh andcas |-. . e q uwa[ents ................................................................................................... 4,739 ............ 3’ 024
CaSh and caSh ) eq uwalents at begmnmgofthe ﬁ sc a[year ....................................................................... 20217 .......... 17 193

Cash and cash equivalents at end of the fiscal year 24,956 20,217

2 Adjusted previous-year figures, see remarks in section 7.
All figures in KEUR
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

FOR THE PERIOD JANUARY 1 TO DECEMBER 31, 2018

Share capital Share capital Capital  Retained Other Total
No. of shares Amount reserves  earnings reserves
BALANCEAS OF1/1/2017 3,526,182 10,579 24,119 36,390 (1,061) 70,027
FneiiiljlszIpﬁpcl?ct;c;inogfeffects (2,223) 2,223 0
S:;I':\S';deAS OF1/1/2017 3,526,182 10,579 24,119 34,167 1,162 70,027
Netmcomeforthe year .................................................................................................. 10623 .............................. 10623
DIVIdend ............................................................................................................................ (42 3) ................................. (423)
E)Ot:g (clc(;?sp))rehensive in- (54) Q1) 75)
. Forelgn Cu rrency adl ustment ..................................................................................................................... (5 81) ........ (5 8 1) .
BALANCE AS OF 12/31/2017 3,526,182 10,579 24,119 44,313 560 79,571
BALAN CEASOF1/1/2018 ................. 3 526 1 82 ............... 10 579 .......... 24 1 19 .......... 44 3 13 ................... 5 6 O ..... 79 571
SQLUAsngE ASOF1/1/2018 3,526,182 10,579 24,119 44,762 560 80,020
Netmcome ..................................................................................................................... 14277 .............................. 14277
DIVIdend ............................................................................................................................ (42 3) ................................. (423)
(:;:g (clc;TSp)Jrehensive in- 60) 60)
ForelgnCurrencyadlustment e e e 192 ........... 192
BALANCE AS OF 12/31/2018 3,526,182 10,579 24,119 58,556 752 94,006

All figures in KEUR, except number of shares.
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NOTES TO THE 2018 CONSOLIDATED
FINANCIAL STATEMENTS

1. Description of Business

DATA MODUL AG, Produktion und Vertrieb von elek-
tronischen Systemen, Munich, claims to be the Europe-
an market leader in display technology. DATA MODUL
develops, manufactures and distributes innovative flat-
bed displays, monitors, electronic subassemblies and
complete information systems. DATA MODUL displays
and easyTOUCH displays, electronic subassemblies and
custom products for use in industrial applications and
the automotive industry comprise the Displays business
segment.

The Systems business segment comprises selling our
easyPanel and easyEmbedded Solutions and special
monitors for marine navigation and medical device
applications, also targeting airport, rail and digital sig-

nage customers.

The main business address of the company is Lands-
berger Strasse 322, 80687 Munich, Germany, registered
in the Munich Commercial Register under record number
HRB 85591. The Consolidated Financial Statements as
of December 31, 2018 were prepared by the Executive
Board in February 2019 and approved and endorsed for
public disclosure in March 2019.

2. Summary of Significant Accounting Policies

Basis and methods

The object of the Consolidated Financial Statements is
DATA MODUL AG with registered office in Munich, and its
subsidiaries.

The Consolidated Financial Statements were prepared in
accordance with International Financial Reporting Stan-
dards (IFRS) outlined by the International Accounting
Standards Board (IASB), as adopted by the EU, and in
accordance with Sec. 315e (1) German Commercial Code
(Handelsgesetzbuch [HGB]) and applicable provisions of
German commercial law.

The Consolidated Financial Statements of DATA MODUL
AG were prepared in accordance with standard account-
ing policies pursuant to IFRS 10 (Consolidated financial
statements). The recognition and measurement meth-
ods we applied did not significantly change versus the
previous year, except where changes in IFRS accounting
procedures required application on and after January 1,
2018.

The Consolidated Financial Statements consist of the
statement of financial position, the statement of income,
the statement of cash flows, the statement of chang-
es in equity, the statement of comprehensive income,
and the Notes. The disclosures in the Notes include the
Company's segment reporting. The Consolidated Finan-
cial Statements are prepared in euros (EUR). For pre-
sentation purposes, the euro amounts are rounded to
thousands of euros (KEUR). For computation purposes,
the tables and notes may include deviations from the
accurately calculated amounts due to rounding. The fis-
cal year corresponds to the calendar year. The Consol-
idated Financial Statements are published in the Ger-
man Federal Gazette (BAnz). The income statement was
prepared using the cost-of-sales method. On the income
statement and balance sheet, certain items are com-
bined for clarification purposes; explanatory comments
are provided in the Notes. A distinction is made on the
balance sheet between current and non-current assets
and liabilities in accordance with IAS 1 (Presentation of
Financial Statements). Assets, provisions and liabilities
are classified as current if they are realizable or fall due
within one year.

Adoption of new accounting standards

DATA MODUL applied IFRS 9 and IFRS 15 for the first time
in fiscal year 2018. The nature and impact of the changes
resulting from initial application of these new account-
ing standards are outlined below. Certain other changes
and interpretations are mandatory to be initially applied
in 2018 but have no impact on the consolidated finan-
cial statements. DATA MODUL has not early adopted any
standards, interpretations or changes which have been
published but are not yet effective.



IFRS 15 — Revenue from contracts with customers

IFRS 15 replaces IAS 11 Construction Contracts, IAS 18
Revenue and the relevant interpretations, and applies to
all revenues from contracts with customers, with a few
exceptions. The standard introduces a five-step model
for accounting for revenue from contracts with custom-
ers. Revenue is recognized in the amount of the consid-
eration a company is expected to receive in exchange for
goods or services offered to a customer.

IFRS 15 requires companies to make discretionary deci-
sions in applying each stage of the model to contracts
with their customers, taking all relevant facts and cir-
cumstances into consideration. The standard also reg-
ulates accounting for the additional costs in pursuit of
a contract and costs directly related to contract perfor-
mance. Furthermore, the standard outlines extensive

disclosure requirements.

DATA MODUL opted for the modified retrospective
approach for initial application of IFRS 15 on January 1,
2018 (date of initial application). Thereafter, the stan-
dard may be applied either to all contracts existing at
the time of initial application or only to contracts not yet
fulfilled at that time. The Group has decided to apply the
standard only to contracts not yet fulfilled as of the date
January 1, 2018.

The cumulative effect of initial application of IFRS 15 is
recorded on the initial application date as an adjustment
to the opening balance of retained earnings. The com-
parison data thus was not adjusted, and will continue to
be reported in accordance with IAS 11, IAS 18 and the

related interpretations.

Initial application of IFRS 15 has caused significant
changes for DATA MODUL, particularly with regard to the
timing of the recognition of revenue in transactions with
consignment warehouse customers.

Under IFRS 15 for example, in contrast to the replaced
IAS 18, revenues from transactions with consignment
warehouse customers whose contracts provide for the
delivery of customer-specific items subject to an accep-
tance obligation are not recognized when the customer
retrieves the goods from the consignment warehouse,
but rather already at the time of delivery to the consign-
ment warehouse.

NOTES | CONSOLIDATED FINANCIAL STATEMENTS

Thus revenue for consignment stock held for such cus-
tomers as of December 31, 2017 was already recognized
as a sale upon initial application of IFRS 15 on January
1, 2018. A one-time adjustment amount resulted from
application of the cumulative method in accordance
with IFRS 15 C3 (b) for contract assets, inventories and
deferred tax liabilities which was recorded in retained
earnings. This resulted in an increase of 3,099 thousand
euros in contract assets, an increase of 224 thousand
euros in deferred tax liabilities and a decrease of 2,406
thousand euros in inventories as of January 1, 2018. In
consequence, a net adjustment of 469 thousand euros

was recorded in retained earnings.

The effects of initial application of IFRS 15 as of 1 Janu-
ary 2018 were as follows:

Effects of IFRS 15 on the Consolidated Statement of
Financial Position as of January 1, 2018

Change
ASS ets .....................................................................................
|nvent0r,es(2406)
ContractaSSEts ........................................................... 3099 |
TOta | . assets ................................................................... 693 .
Liabilities and shareholders' equity
Retamed eamm gs ......................................................... 469 .
Deferred tax[|ab|[|t,es ................................................... 224 |
Total liabilities and shareholders' equity 693

All figures in KEUR

The application of IFRS 15 in fiscal year 2018 had the
effects on the statement of income outlined below,
which would not have occurred under the IAS 18 rules
in place until December 31, 2017. Reportable reve-
nue increased by 554 thousand euros. Cost of sales
increased by 386 thousand euros. As a result, gross
profit improved by 168 thousand euros. The FX effects
resulting from application of IFRS 15 caused a decrease
of 291 thousand euros in selling and general admin-
istrative expenses. Earnings before interest and taxes
(EBIT) and earnings before taxes rose by 459 thousand
euros, factoring in all effects. Tax expense increased by
147 thousand euros, including deferred taxes recorded
through profit or loss. As a result, the application of IFRS
15 resulted in higher net income of 312 thousand euros
on the income statement for fiscal year 2018. This effect
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increased earnings per share by 0.09 euros.

Effects of IFRS 15 on the Consolidated Statement of
Income for Fiscal Year 2018

Change
Revenue ......................................................................... 554
Costofsa[es ................................................................ (386)
Grossproﬁt ................................................................... 163 .
.S ellmg o general ................................................................
administrative expenses 291 .
Earnings before interest and taxes (EBIT) 459
Annualresult before income taxes 459
Income tax expense (147)
Netmcomeforthe year ................................................ 312 .

All figures in KEUR

The application of IFRS 15 in fiscal year 2018 had the
effects on the statement of financial position, which
would not have occurred under the IAS 18 rules in place
until December 31, 2017. On the assets side, inventories
decreased by 2,792 thousand euros and contract assets
in the amount of 3,945 thousand euros were record-
ed for the first time. On the liabilities and equity side,
deferred tax liabilities increased by 372 thousand euros.
Equity increased by 781 thousand euros. The change
in equity resulted in part from the previously disclosed
adjustment amount of 469 thousand euros recorded in
retained earnings as of January 1, 2018. In addition,
retained earnings increased by 312 thousand euros due
to the earnings effect of IFRS 15 on the income statement
for fiscal year 2018.

Effects of IFRS 15 on the Consolidated Statement of
Financial Position as of December 31, 2018

Change
Ass .e. ts .....................................................................................
|nventones(2792) |
.t OntractaSSEts ........................................................... 3945 N
Tota[assets ................................................................ 1’153
Liabilities and shareholders' equity
Retamed eamm gs ......................................................... 781 |
Deferredtaxl,ab,“t,es ................................................... 372
Total liabilities and shareholders' equity 1,153

All figures in KEUR

In addition, deferred revenue from extended warran-
ties was reclassified from other non-current liabilities to
non-current contract liabilities in the amount of 949 thou-
sand euros, and from other current liabilities to current
contract liabilities in the amount of 495 thousand euros.
The initial application of IFRS 15 had no significant
impact on other comprehensive income or cash flows
from the Group's operating, investing or financing activ-
ities.

IFRS 9 — Financial instruments

IFRS 9 (Financial Instruments) replaces IAS 39 (Finan-
cial Instruments: Recognition and Measurement) for fis-
cal years commencing on or after January 1, 2018. The
new standard combines all three aspects of accounting
for financial instruments: classification, measurement,

impairments and hedge accounting.

DATA MODUL prospectively applied IFRS 9 as of the
initial application date of January 1, 2018. The com-
pany has not adjusted the comparison data, which is
still reported under application of IAS 39. Differences
resulting from initial application of IFRS 9 were recorded

directly in retained earnings.

The initial application of IFRS 9 resulted in the following
specific changes for DATA MODUL:

Financial assets and financial liabilities

IFRS 9 introduced a uniform model for classifying finan-
cial assets into three categories: financial assets mea-
sured at amortized cost, financial assets measured at
fair value through other comprehensive income and
financial assets measured at fair value through profit

or loss.

Two criteria apply for classification: the DATA MODUL
business model for managing assets and whether the
contractual cash flows on the instruments are solely pay-
ments of principal and interest on the principal amount
outstanding. The Group’s business model was evaluat-
ed as of January 1, 2018, which was the date of initial
application. The assessment of whether contractual cash
flows from financial assets exclusively represent princi-
pal redemption and interest payments was made on the
basis of the facts and circumstances extant at the time

of initial recognition of the assets.



Financial assets held within a business model which pro-
vides that the asset is held for the purpose of collecting
the contractual cash flows are measured at amortized
cost.

If the business model does provide in principal for both
the holding and the sale of assets if necessary to meet a
specific liquidity need, for example, the assets are mea-
sured at fair value through other comprehensive income.
Financial assets which exclusively involve principal
redemption and interest payments but are not held as
part of one of the two business models are measured at
fair value through profit or loss.

Financial assets with cash flows which are not exclusive-
ly principal redemption and interest payments, such as
money market fund shares and derivatives, including
separated embedded derivatives, are measured at fair

value on the income statement.

The classification and measurement requirements per
IFRS 9 had no material effect on the Group’s account-
ing. Nor did the change have any material impact on the
Group’s financial liabilities and cash flows from operat-
ing, investing or financing activities or on earnings per
share.

Trade receivables, other financial assets and cash and
cash equivalents were classified as loans and receiv-
ables under IAS 39 and measured at amortized cost. All
of these instruments are also classified as measured at
amortized cost under IFRS 9, and are subject to the effec-

tive interest method.

Impairment model based on expected credit losses

IFRS 9 introduced an impairment model based on expect-
ed credit losses which applies to all financial assets
(debt instruments) which are either measured at amor-
tized cost or at fair value through other comprehensive
income. While under IAS 39 only losses incurred were
recognized as impairments on financial assets, under

the new method, expectations are also factored in.

The expected credit losses method is a three-stage

approach to allocating impairments:

Stage 1: Expected credit losses within the next 12 months
Included in step 1 are all contracts which have not had
a significant increase in credit risk since initial record-

ing, thus new contracts typically and contracts with
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payments less than 31 days past due. The portion of
the expected credit losses over the term of the instru-
ment which results from a default within the next twelve

months is recorded.

Stage 2: Expected credit losses over the entire term—
credit quality not impacted

Financial assets are classified to stage 2 which have had
a significant increase in credit risk but their credit quali-
ty has not been impacted. Impairment losses are record-
ed for expected credit losses over the entire term of the

financial asset.

Stage 3: Expected credit losses over the entire term—
credit quality is impacted

If the credit quality of a financial asset is impacted or it
is in default, it is classified to stage 3. Impairment loss-
es are recorded for expected credit losses over the entire
term of the financial asset. Objective indications that
the credit quality of a financial asset is impacted include
payments being 91 days overdue and other information
indicative of significant financial difficulties on the part
of the debtor.

The determination of whether a financial asset has
incurred significantly heightened credit risk is made on
the basis of a quarterly assessment of default probabili-
ty in which both external rating information and internal
information about the credit quality of the financial asset
are taken into account.

A financial asset is moved into stage 2 if credit risk has
significantly increased in relation to the credit risk expo-
sure at the time of initial recognition.

The simplified method is applied for trade receivables
and contractual assets, which means these receivables
are already classified to stage 2 upon initial recognition.
Accordingly, there is no need to assess whether there
has been a significant heightening of credit risk.

DATA MODUL applies the exemption of the three-stage
approach for debt instruments with an investment grade
rating and allocates these financial assets with low cred-
it risk to stage 1. This applies to any credit balances with
banks which had an investment grade rating throughout
all of fiscal year 2018.

In stages 1 and 2, effective interest income is calculated
based on gross book value. As soon as the credit quality
of a financial asset is impacted and it is classified to stage
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3, the effective interest income is calculated based on net
book value (gross book value less risk provisioning).

Expected credit losses are calculated as the probabili-
ty-weighted present value of all defaults over the expect-
ed term of the financial asset.

For trade receivables and contract assets, DATA MODUL
calculates expected default on the basis of histori-
cal default rates, applying an impairment matrix. The
expected default rates are calculated based on the
respective period overdue of the receivables. In addi-
tion, the values determined may also be adjusted to
reflect available information of relevance to the future

value/recoverability of customer receivables.

Reconciliation of financial asset carrying amounts

A financial instrument is derecognized if on the basis of
a reasonable assessment it cannot be expected that it is
fully or partially realizable, e.g. after ending of insolven-

cy proceedings or following a court decision.

Upon initial application of IFRS 9 on January 1, 2018,
DATA MODUL recorded an additional impairment charge
on trade receivables in the amount of EUR 31 thousand,

which reduced retained earnings.

The table below shows the effects of the transition from
IAS 39 to IFRS 9 on the carrying amounts as of Decem-
ber 31, 2017 for the respective financial instrument cat-
egories:

Valuation categories Valuation categories Book values Change in Book values

under IAS 39 under IFRS 9 under IAS 39 as bookvalues under IFRS 9 as
OO of12/31/2017 0f01/01/2018

Trade receivables Loans and receivables  amortized cost 27,137 (31) 27,106

Other current financial assets Loans and receivables  amortized cost 370 0 370

Cash and cash equivalents Loans and receivables  amortized cost 20,217 0 20,217

Total financial assets 47,724 (31) 47,693

All figures in KEUR

The first-time effects on Group equity were as follows:

Effects of initial application IFRS 9 on Group equity

Effect on retained earnings

Retained earnings on 12/31/2017

(priorto adoptionof /RS9) 4
Change in default risk for financial instruments (€}))]
Deferred taxes on initial application effect 10
Retained earnings on 1/1/2018 44,292

(after introduction of IFRS 9)

All figures in KEUR

IFRIC 22 Foreign Currency Transactions and Advance
Considerations

When a non-monetary asset or liability resulting from a
consideration paid or received in advance in foreign cur-
rency is derecognized, the interpration clarifies which
date of transaction is to be used in determining the rel-
evant exchange rate for initial recognition of the related
asset, expense orincome. If there were multiple advance
cash inflows or outflows, the entity must determine the
transaction date of every payment of advance consider-

ation. This interpretation has no material effect on the
consolidated financial statements.

Standards issued, but not yet effective

The following IASB accounting pronouncements which
impact the presentation of balance sheet and earnings
and/or the notes to the consolidated financial state-
ments are not yet mandatory and have not been volun-

tarily adopted by the Group on an early basis.

IFRIC 23 Uncertainty Over Income Tax Treatments

IFRIC 23, Uncertainty Over Income Tax Treatments, was
issued by the IASB in May 2017. This interpretation clar-
ifies the requirements for the recognition and measure-
ment of uncertain income tax items. In assessing uncer-
tainty an entity has to assess whether it is likely that
the tax jurisdiction will accept the income tax treatment.
IFRIC 23 is effective for fiscal years commencing on or
after January 1, 2019. Early application is allowed. The
Group does not expect application of the interpretation

to have any material effects.



IFRS 16 — Leases

IFRS 16 was published in January 2016 and replac-
es IAS 17 (Leases), IFRIC 4 (Determining Whether an
Arrangement Contains a Lease), SIC-15 (Operating Leas-
es—Incentives) and SIC-27 (Evaluating the Substance of
Transactions in the Legal Form of a Lease).

IFRS 16 outlines the principles for the recognition, mea-
surement and presentation of leases and related disclo-
sures, requiring that lessees recognize all leases on the
basis of a single model, in similar fashion as accounting
for finance leases under IAS 17.

The new standard features two exceptions from the
recognition obligation for lessees: leases for low-value
assets with an acquisition value of less than 5,000 euros
and short-term leases (maximum twelve-month term).

At lease inception the lessee recognizes a liability to
make lease payments (i.e. the lease liability) and an
asset for the granted right to use the leased asset during
the lease term (i.e. right-of-use asset). Lessees must
separately recognize interest expense for the lease lia-
bility and depreciation expense for right-of-use asset.

Lessees are also required to remeasure the lease liability
upon the occurrence of certain events, such as a changes
in the lease maturity or in future lease payments based
on a change in the index or interest rate applicable for
determining the lease payment amounts. Lessees will
generally record the remeasured lease liability amount

as an adjustment to right-of-use asset.

IFRS 16 will not mean any significant changes for lessors
in contrast to today’s accounting under IAS 17. Lessors
will continue classifying all leases applying the classi-
fication principles per IAS 17, distinguishing between
operating and finance leases as the two lease types.

IFRS 16 is applicable for fiscal years commencing on or
after January 1, 2019, requiring lessees and lessors to
provide more detailed information than under IAS 17.

DATA MODUL will apply the standard for the fiscal year
commencing January 1, 2019 in modified retrospective
form, i.e. without adjusting the previous-year figures.
The cumulative effect of initial application of IFRS 16 is
recorded on the initial application date as an adjustment
to the opening balance of retained earnings. The compa-
ny will apply this standard to contracts previously clas-
sified as leases under IAS 17 and IFRIC 4. The standard
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thus will not apply to contracts previously treated not as
leases under IAS 17 and IFRIC 4.

DATA MODUL will apply the lease exemptions provided
for in this standard to leases which will expire within
twelve months of the initial application date and to leas-
es for low-value assets. The company has leased certain
office equipment items (such as PCs, printers and pho-
tocopiers) which are classified as low-value assets if the

acquisition cost was less than 5,000 euros.

The usage right is carried at the book value which would
have been calculated under application of IFRS 16 since
the start of the lease term, discounted applying the
incremental borrowing rate applicable at the date of ini-
tial application. DATA MODUL conducted a first assess-
ment of the effects of IFRS 16 in fiscal year 2018.

In summary, on the initial application date of January 1,
2019, a right-of-use asset valued at 8.5 to 9.5 million
euros, deferred tax assets of 0.3 to 0.5 million euros and
lease liabilities of 9.0 to 11.0 million euros were expect-
ed. Including deferred taxes, the cumulative adjust-
ment effect will be between -0.3 and -0.5 million euros,
recorded in retained earnings.

Due to initial application of IFRS 16 in 2019, EBIT is
expected to increase from 30 to 50 thousand euros, with
interest expense increasing from 190 to 230 thousand
euros. Net profit for the year will be reduced from 110 to
150 thousand euros due to the additional effect of recog-
nizing deferred taxes.

3. Consolidation

Consolidation standards

The Consolidated Financial Statements comprise the
separate financial statements of DATA MODUL AG and its
subsidiaries as of December 31, 2018, prepared using
the recognition and measurement methods applied
uniformly throughout the Group. Subsidiaries whose
finance and business policies DATA MODUL AG is capa-
ble of directly or indirectly influencing to derive benefit
from their activities are fully consolidated. Companies
are deconsolidated when the subsidiary is no longer
controlled by the parent company.

All inter-company balances, income and expenses, as
well as unrealized gains and losses and dividends from

inter-company transactions are fully eliminated.
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Foreign currency translation

The Consolidated Financial Statements are prepared in
euros, the functional currency of the parent company.
The functional currency of foreign entities is determined
by the primary economic environment in which these
entities independently operate with respect to finan-
cial, economic and organizational considerations, and
in which they predominantly earn and use their cash
and cash equivalents. The functional currency of DATA
MODUL Group subsidiaries is the respective local cur-
rency. The financial statement items of every subsidiary
are recorded in the functional currency. Foreign currency
transactions are first translated into the functional cur-

rency applying the transaction rate.

Monetary foreign currency assets and liabilities are
translated into the functional currency applying the spot
rate at the balance sheet date. Exchange gains or losses
resulting from this currency translation are recorded in
profit or loss under sales, selling and general adminis-
trative expenses. Non-monetary Consolidated Balance
Sheet items in foreign currency are carried at historical
exchange rates.

To determine the exchange rate applied for initial recog-
nition of the associated asset, expense or income when
derecognizing a non-monetary asset or liability arising
from prepaid consideration, the date of the transaction
is the date of initial recognition of the non-monetary
asset or liability arising from the advance payment.

Assets, including goodwill, and liabilities of subsidiaries
whose functional currency is not the euro are translated
into euros applying the exchange rate at the reporting
date; income statement items are translated applying

annual average exchange rates.

Any differences arising from the translation of the
income statement at annual average exchange rates and
of the balance sheet at closing rates, and any difference
resulting from the translation of assets and liabilities
versus translation in the previous year, are recorded
under equity as other comprehensive income in “Other
reserves”, with no effect on the income statement. The
exchange gains or losses resulting from currency trans-
lation of equity at historical rates, or at the reporting
date rates in the scope of capital consolidation, were
also recorded in “Other reserves”. These accumulated

translation differences are recorded in profit or loss at

the date on which the Group company ceases to be part
of the Group.

Exchange rate trends for the major currencies included in
the Consolidated Financial Statements as related to the

euro are as follows:

12/31/2018 12/31/2017

Exchange Balance P&L Balance P&L

rate sheet sheet

EUR / USD 1.1453 1.1792 1.1988 1.1371
EUR/GBP08971 ......... 08862 08874 ......... 08763
EUR/SGD ........... 1 5595 ......... 15901 ......... 1 6 01 2 ......... 15612 .
EUR/AED o] 42068 ......... 43312 . 44028 ......... 41764 .
EUR/HK089698 ......... 92431 93674 ......... 88641
EUR/JPY | 125.9600 129.9983 | 134.8800 127.3142
EUR/CHF ........... 1 1266 ......... 11517 . 11693 ......... 11161
. EUR / PLN ........... 429 8 1 ........ 4 30 0 3 ............ n/a .............. n/a .

Scope of consolidation

Pursuant to IFRS 10, the Consolidated Financial State-
ments include /comprise DATA MODUL AG and all its
subsidiaries over which DATA MODUL AG exercise con-
trol.

The Consolidated Financial Statements as of December
31, 2018 include the following subsidiaries:

Company name, registered office Shareholding

in %

DATA MODUL Weikersheim GmbH,

. . 100
Weikersheim, Germany
DATA MODUL France SARL, Baron, France 100
DATA MODUL Iberia S.L., Madrid, Spain 100
DATA MODUL Inc., New York, USA 100
DATA MODUL ltalia S.r.1, Bolzano, Italy 100
DATA MODUL Ltd., Birmingham, 100
United Kingdom
DATA MODUL Suisse GmbH, Zug, Switzerland 100
DATA MODUL Hong Kong Ltd., Hong Kong, China 100
DATA MODUL Electronic Technology (Shanghai) 100
Co., Ltd., Shanghai, China
Conrac Asia Display Products PTE Ltd., 100
Singapore
DATA MODUL FZE, Dubai, VAE 100
DATA MODUL Polska Sp. z 0.0., Warsaw, Poland 100

(company established in fiscal year 2018)



4. Recognition and measurement methods

Major discretionary decisions, estimates and assump-
tions

Preparation of the Consolidated Financial Statements
pursuant to IFRS requires Company management to
make discretionary decisions and assumptions as well
as estimates that affect the reported amounts of assets
and liabilities, the disclosure of contingent liabilities at
the balance sheet date and the reported amounts of rev-
enue and expenses during the reporting period. Actual
results may differ from these estimates and assump-
tions. The primary areas in which estimates are made
concern allowances for impairment for expected credit
losses of trade receivables and contract assets, inven-
tory valuation, determination of the useful life of fixed
assets, capitalization of development costs, accounting
for deferred tax assets, impairment of assets, provisions,
pensions and other post-employment benefits. Any
change in these estimates could have a material adverse
effect on the Company's financial position, results of
operations and cash flows. Significant discretionary
judgments are made in the area of revenue recognition.
In determining the point in time of revenue recognition
for deliveries to the consignment warehouse, Manage-
ment applies as criterion whether or not the items deliv-
ered are customer-specific in nature. For customer-spe-
cific items which the customer is obligated to accept,
revenue is recognized at the time of delivery to the con-
signment warehouse, not upon retrieval by the customer.
A linked performance obligation generally applies to
development projects connected with customer projects
that lead to the production of customer-specific items.
In most cases this does not meet the requirements for

period-specific recognition of revenue.

The most significant future-related assumptions and any
other sources of uncertain estimates and discretionary
decisions existing on the balance sheet date that might
lead to a significant risk that the carrying amount of
assets and liabilities be materially adjusted. For further
explanations see comments below.

Impairment of goodwill and other non-financial assets
Measurement of goodwill is based on medium-term cor-
porate planning applying market and company-related
discount rates, as well as projected growth rates and

exchange rates. The assumptions made in this respect
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may be subject to changes which could result in impair-

ment losses on those assets in future periods.

Carrying of deferred tax assets

Deferred taxes are calculated applying the tax rates of
the individual countries (tax rates in effect or announced
as of the reporting date) at the date at which the assets
are realized or the liability settled, and on the estimates
of the Group companies' future ability to generate tax-
able income. Any tax rate changes or any deviation of
actual taxable income from estimates could result in
deferred tax assets not being realized.

When determining the amount of the deferred tax asset,
management must exercise a substantial amount of dis-
cretion in estimating the amount and timing of future
taxable income, as well as future tax strategies.

Inventories

Impairment losses recorded on the inventories are mea-
sured based on the range of inventories or the expected
net income (expected sales price less estimated costs
for completion and less estimated selling expenses).
Future consumption, actual income and outstanding
costs could differ from the expected amounts.

Development costs

The initial recognition of development costs is done in
accordance with IAS 38.57, and is based in particular on
the management's opinion that technical and econom-
ic feasibility is given; this is generally the case when a
development project reaches a certain milestone within
the framework of an existing project management mod-
el. In order to calculate the capitalized amount, man-
agement makes assumptions concerning the amount of
the expected cash flows to be generated by assets, the
discount rate to be used, and the period in which future
cash flows can be expected. Significant adjustments
could become necessary if certain expectations are not

realized and a value adjustment is then required.

Measurement of fair value

The Group measures certain financial instruments at fair
value as of the respective reporting date. Fair value is
the price received in an orderly transaction between mar-
ket participants at the measurement date for sale of an
asset or the price paid for transferral of a liability. In fair
value measurement it is assumed that the transaction in



68

CONSOLIDATED FINANCIAL STATEMENTS | NOTES

which the sale of the asset or transferring of the liability

is transacted either:

- in the primary market for the asset or liability, or

- in the most advantageous market for the asset or lia-
bility if no major market exists The Group must have
access to the primary or most advantageous market in

question.

The fair value of an asset or liability is measured based
on assumptions which market participants would apply
in pricing the asset or liability. It is assumed that mar-
ket participants act in their own best economic interest.
In measuring the fair value of a non-financial asset, the
ability of the market participant to derive economic ben-
efit from the maximum and most optimal utilization of
the asset or from its sale to another market participant

who will maximize and optimize use of the asset.

Recognition of revenue, income and expenses

In accordance with IFRS 15, Revenue from Contracts with
Customers, revenue is recognized when the disposal
over specifiable goods or services is transferred to the
customer, i.e. when the customer is capable of deter-
mining usage of the transferred goods or services and of
deriving most of the residual benefit of these. The con-
ditions for this include that a contract with enforceable
rights and obligations must be in place and receipt of
the consideration is probable in view of the customer's
credit standing.

Revenue deductions resulting from rebates, cash dis-
counts or bonuses, as well as sales tax and other
charges are offset against revenues.

Regarding DATA MODUL’s consignment stock customers,
revenues are general recognized at the time of customer
retrieval of the goods from the consignment warehouse.
However, revenues from consignment customers whose
contracts provide for customer-specific products under a
purchase obligation are already recognized at the time of
delivery to the consignment warehouse.

Revenues from services are recognized on a straight-line
basis over a specific period of time, or as the services are
provided if the services are not rendered on a straight-
line basis.

Revenue from customer-specific development projects
is recognized based on a case-by-case assessment
depending on the contractual agreement in place with

the customer. As a rule, the development results and

subsequent sale of the product constitute a single per-
formance obligation. Through the development work
the products are modified to meet customer-specific
requirements, the two performance obligations are high-
ly inter-related and the company does not sell the per-
formance obligations separately. The conditions for peri-
od-specific revenue recognition per IFRS 15 are not met
in most cases, thus development costs are capitalized as
work in progress up until the point of serial production
and recorded as a production expense under production
costs when the products are sold. The expense is recog-
nized over the period of sale of the binding sale volume.
If a contract involves multiple specifiable goods or ser-
vices, the transaction price is distributed across the per-
formance obligations on the basis of the relative individ-
ual sale prices. If individual sale prices are not directly
observable, a reasonable price estimate is made. Reve-
nues from each performance obligation are either rec-
ognized at a specific point in time or during a specific
period.

Invoices are issued in accordance with the contractual
terms. The payment terms generally require payment

within 30 days of invoicing.

In line with IFRS 15, transactions are reviewed to iden-
tify deferrable commitments so as to accurately reflect
the economic content of the transaction. Extended war-
ranties granted to customers have been classified as
deferred commitments and recognized accordingly as
deferred revenue on the balance sheet. An extended
warranty is in evidence if warranty is granted beyond the
statutory warranty period. Deferred revenue is reported
as current or non-current contract liabilities in accor-

dance of the period of its realization.

Interest is prorated on a time-period basis using the
effective interest rate applicable to the asset. Advance
payments from customers are atypical and short-term
in horizon, thus they do not have a significant financing
element. Operating expenses are recorded in profit or
loss either at the point in time of service utilization or
at the point in time when they are incurred, applying the
principle of accrual accounting.

Revenues from service-type warranties from customers
who have purchased an extended warranty that exceeds
the statutory framework are deferred as contract liabili-
ties and recognized over the period in which these com-



mitments are fulfilled on the basis of the period of time
elapsed.

Intangible assets

Intangible assets that were not acquired in the course of
business combinations are initially recognized at cost. In
subsequent periods, the intangible assets are recorded
at cost less accumulated amortization and accumulat-
ed impairment losses. With the exception of goodwill,
intangible assets with a definite useful life are scheduled
amortized. Estimated useful life and remaining useful life
are reviewed annually, as well as the method of depreci-
ation. If necessary, useful life is adjusted based on the
new assumptions. This adjustment of useful life or depre-
ciation method is treated as a change in estimates. Amor-
tization of intangible assets with finite lives is recorded
in the appropriate expense item of the income statement
that reflects the purpose of the asset. Intangible assets
with indefinite useful lives are not amortized; however,
they are subject to an impairment test at least once every
year or if there is any indication that either the asset or
the cash-generating unit are impaired.

Intangible assets (except for goodwill) include pur-
chased software and capitalized development costs.
Purchased software is capitalized and amortized over
the estimated useful life of three to five years using the
straight-line method.

Pursuant to IAS 38 (Intangible Assets), research
and development costs must be treated separately.
Research is defined as original and planned search
efforts undertaken with the prospect of gaining new
scientific or technical knowledge and understanding.
Development is the technical and commercial usage
of research results. Pursuant to IAS 38, development
costs must be capitalized if certain criteria are met,
while research costs must be expensed in the period
in which they are incurred. Development costs must be
capitalized as intangible assets when it is more likely
than not that the development activities will result in
future cash flows and the economic benefits embodied
in those cash flows will exceed the development costs.
In addition, the development project has to be techni-
cally feasible, technical and financial resources to com-
plete the project must be available, and project-related
costs incurred during the development must be reliably

measured.
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The capitalized development costs are amortized on
a straight-line basis over a period of 12 - 36 months
of future economic exploitation, beginning with the
completion of the development phase and the time
at which the product is ready for (serial) manufactur-
ing. The intrinsic value of the development project is
reviewed annually. Impairment losses on development
projects recognized as intangible assets are presented
in the income statement as cost of sales (previously as

research and development costs through 2017).

Goodwill

Goodwill acquired in a business combination is record-
ed pursuant to IFRS 3 as the difference between the
value of the transferred compensation at the time of
acquisition and the identifiable assets and liabilities of
the acquired company as measured pursuant to IFRS 3.
Goodwill is subsequently measured at cost less cumula-
tive impairment losses. Goodwill is reviewed for impair-
ment annually (as of December 31). This value is also
reviewed if circumstances indicate that impairment may
have occurred.

The impairment is calculated by determining the recov-
erable amount attainable from the cash generating
entity to which the goodwill is allocated. If the realiz-
able amount from the cash-generating unit is less than
the carrying amount of that unit, an impairment loss is
recorded. Impairment losses recorded on goodwill may
not be reversed in future periods.

Property, plant and equipment

Property, plant and equipment is recorded at cost less
accumulated scheduled depreciation and/or accumu-
lated impairment losses. In addition to the purchase
price and the directly attributable costs for bringing the
asset to the location and in a state ready for operation as
intended by management, cost includes estimated costs
for the demolition of the asset, as well as restoration of
the location where the asset was situated. Maintenance
and repair costs are expensed as incurred. Scheduled
depreciation is recorded pro rata using the straight-
line method and attributed to the individual functional
areas. The depreciation period corresponds to the esti-
mated economic life. Estimated useful life is 3 years for
computer hardware, 5 to 10 years for machinery, office
equipment and leasehold improvements, and up to 25
years for buildings.
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The useful lives and the depreciation method for prop-
erty, plant and equipment are reviewed periodically and
adjusted as necessary to ensure that the depreciation
period and method reflect the expected economic bene-
fits embodied in the asset. If the estimates deviate from
the previously made assumptions, the respective chang-
es are recorded as changes in estimates in accordance
with IAS 8 (Accounting policies, changes in account-
ing estimates and errors). In respect to any permanent
impairment that exceeds reduction in value attributable
to use, impairment losses are recorded pursuant to IAS
36 (Impairment of assets) when the recoverable amount
of the asset falls below amortized cost. The recoverable
amount is the higher of net realizable value and the
value in use of the asset. If there are no longer any rea-
sons for impairment losses recorded in previous years,
impairment losses are reversed up to the recoverable
amount or amortized cost, irrespective of past impair-
ments recorded.

The historical cost and cumulative depreciation of assets
that are sold or scrapped are derecognized. Fully depre-
ciated fixed assets are reported at cost less cumulative
depreciation until decommissioned. Gains and losses
from the disposal of fixed assets are recorded in the
respective cost accounts.

Inventories

Inventories are stated at the lower of cost and net realiz-
able value. Cost is primarily determined based on aver-
age batch cost or weighted average cost of the item.
The cost of inventories includes the purchase price,
import duties and other taxes, transport and process-
ing costs and other costs directly attributable to the
purchase. Discounts, rebates and similar amounts are
deducted when calculating purchase cost.

In addition to attributable direct costs, production costs
include appropriate material and production overheads
to the extent that these relate to production of the items.
The net realizable value is the estimated sales price
during customary business operations less estimated
costs of completion and estimated selling expenses.
Discounted net sales prices are applied as necessary to
reflect shelf life and reduced usability risks. If the rea-
sons for impairment losses recorded on inventories no

longer exist, impairment losses are reversed accordingly.

Contract assets, contract liabilities and receivables

If one party to the contract with the customer has ful-
filled its contractual obligations, a contract asset, con-
tract liability or receivable is recognized depending on
the relation between service performance and the cus-
tomer's payment. Receivables are recognized if the right
to receive the consideration is no longer in any way con-
ditional.

Claims arising from the provision of services by
DATA MODUL to customers are generally reported as
trade receivables. However, claims against consignment
customers whose contracts provide for customer-specif-
ic products under a purchase obligation are shown as
contract assets on the statement of financial position.
These are reported as current because they accrue within

the ordinary business cycle.

Impairments on contract assets and receivables record-
ed to reflect credit risk exposures are measured using
the method for financial assets measured at amortized
cost. The Group utilizes an impairment matrix to calcu-
late expected credit losses on trade receivables and con-
tract assets. Impairment percentages vary based on days
overdue and any relevant information indicating poten-

tial credit losses expectable in future.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, bank
deposits available on call and other current, highly lig-
uid financial assets which have a maximum maturity of
three months at the time of acquisition and are mea-

sured at cost.

Impairment of intangible assets (excluding goodwill)
and property, plant and equipment

The carrying amounts of intangible assets and of proper-
ty, plant and equipment are subject to impairment test-
ing on each balance sheet date, and whenever there are
indications of potential impairment in accordance with
IAS 36 (Impairment of Assets). To the extent the value
of intangible assets or property, plant and equipment as
determined according to the principles above exceeds
the recoverable amount at the balance sheet date,
impairment losses are recorded on the carrying amount
of the assets. The recoverable amount is the higher of
the fair value less selling costs of the asset and value in
use. Impairment losses are reversed up to the amortized
cost if the reason for their recording no longer applies.



Embedded derivatives

Derivatives embedded in host contracts are accounted
for separately and measured at fair value if their eco-
nomic characteristics and risks are not closely related to
those of the host contracts and the underlying contracts
are not held for trading or designated as held at fair val-
ue through profit or loss. These embedded derivatives
are measured at fair value and changes in fair value are
recorded in profit or loss. A reassessment is only made
in case of a change in contract terms which significantly
changes the cash flows that otherwise would have result-

ed from the contract.

Financial instruments

A financial instrument is a contract under which a finan-
cial asset is created at one company and a financial lia-
bility or an equity instrument at another company.

The assets are classified upon initial recognition; sub-
sequent recognition is based on the classification upon
initial recognition. Financial assets are classified upon
initial recognition in line with IFRS 9 (Financial Instru-

ments) as follows:

Financial assets measured at amortized cost

DATA MODUL recognizes financial assets at amortized

cost when these are debt instruments and the following

two conditions are met:

- The financial asset is held under a business model the
objective of which is to hold financial assets in order to
realize contractual cash flows, and

- the contractual terms of the financial asset give rise to
cash flows at fixed times which exclusively represent
principal redemption and interest payments on the out-
standing capital amount.

In subsequent periods, financial assets measured at

amortized cost are measured applying the effective

interest method and are subject to impairment testing.

Gains and losses are recorded in profit or loss when the

asset is derecognized, modified or impaired.

The financial assets measured at amortized cost held

by the Group include trade receivables, contract assets,

other financial assets and cash and cash equivalents.

Financial assets measured at fair value through other
comprehensive income

The Group measures debt instruments at fair value
through other comprehensive income if the following two

conditions are met:
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- The financial asset is held under a business model
the objectives of which are to realize contractual cash
flows and sell the financial assets, and

- the contractual terms of the financial asset give rise to
cash flows at fixed times which exclusively represent
principal redemption and interest payments on the out-
standing capital amount.

For debt instruments measured at fair value through
other comprehensive income, interest income, remea-
surements of foreign exchange gains and losses, impair-
ment losses and impairment loss reversals are recorded
on the income statement and their amount calculated
as for financial assets measured at amortized cost. The
remaining changes in fair value are recorded in other
comprehensive income. Upon derecognition, the cumu-
lative gain or loss from changes in fair value recorded
in other comprehensive income is reclassified to profit
or loss.

As of December 31, 2018, no financial assets meassured
at fair value through other comprehensive income were
held.

Financial assets measured at fair value through profit
or loss

Financial assets measured at fair value through profit
or loss include financial assets held for trading, finan-
cial assets designated at fair value through profit or loss
upon initial recognition and financial assets which are
required to be measured at fair value.

Financial assets are classified as held for trading which
are acquired for the purposes of sale or repurchase in
the near future. Derivatives, including separately recog-
nized embedded derivatives, are also classified as held
for trading, except for derivatives which are designated
as and effectively are hedging instruments.

Financial assets with cash flows which do not exclusive-
ly represent principal redemption and interest payments
are classified as designated at fair value through profit
or loss irrespective of business model and measured
accordingly.

Financial assets measured at fair value through profit or
loss are carried at fair value on the balance sheet, and
changes in fair value are reccorded net in profit and loss.

Impairment of financial assets
The new IFRS 9 governs accounting for impairment loss-
es on financial assets. For further information please
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see our comments under "Impairment Model based on
Expected Credit Losses".

DATA MODUL Group holds a credit insurance policy to
minimize risk of losses from doubtful accounts. In case
of payment default, the credit insurance covers 90% of
losses incurred within six months of the default date.
The deductible amount remained unchanged versus the
previous year at 10%. To further minimize potential loss-
es, the Company performs credit checks on new custom-
ers before accepting orders.

Derivative financial instruments

DATA MODUL Group uses derivative financial instru-
ments solely for the purpose of hedging interest and
currency exposures arising from business operations.
As of the balance sheet dates of December 31, 2018
and December 31, 2017 there were no outstanding con-
tractual agreements for hedging interest rate or foreign

currency risk.

Derecognition of financial assets

A financial asset is derecognized when one of the follow-

ing conditions is met:

- Contractual rights to receive cash flows from a financial
asset have expired

- The Group has transferred its contractual rights to
receive cash flows from the financial asset to a third
party or assumed a contractual obligation to immedi-
ately pay out the received cash flow to a third party,
thereby either having essentially transferred all risks
and rewards associated with the ownership of the
financial asset, or having neither transferred nor with-
held essentially all risks and rewards arising pertaining
to the ownership of the financial asset but transferred

rights of disposal over the asset.

Offsetting/netting

Financial assets and financial liabilities are generally not
netted. They are only netted if the company has the right
to offset the amounts at the current time and intends to
settle the respective asset or liability at net amount.

Financial liabilities

Upon initial recognition, financial liabilities are classi-
fied as financial liabilities at fair value through profit or
loss, as loans, liabilities or derivatives which have been
designated as and effectively are hedging instruments.

All financial liabilities are initially measured at fair value,

and loans and liabilities are shown after deduction of
directly attributable transaction costs.

The Group's financial liabilities include trade payables,
other liabilities and liabilities due to financial institu-

tions, including overdrafts.

The subsequent measurement of financial liabilities
depends on their classification, as follows:

Financial liabilities measured at fair value through
profit or loss

Financial liabilities measured at fair value through profit
or loss include financial liabilities held for trading and
other financial liabilities initially recognized at fair value

through profit or loss.

Financial liabilities are classified as held for trading
which are acquired for the purpose of a repurchase in the
near future. Also included in this category are derivative
financial instrument contracts entered into by the Group
which are not designated as hedging instruments in
hedge accounting in accordance with IFRS 9. Separately
recognized embedded derivatives are also classified as
held for trading, except for derivatives which are desig-
nated as and effectively are hedging instruments.

Gains and losses on financial liabilities held for trading
are recorded in profit or loss.

Financial liabilities held at fair value through profit or
loss are classified at the time of initial recognition if the
criteria per IFRS 9 are met. DATA MODUL does not have
any financial liabilities classified as measured at fair val-

ue through profit or loss.

Financial liabilities measured at amortized cost

This category is of the greatest significance for the DATA
MODUL consolidated financial statements. Following ini-
tial recognition, interest-bearing loans are measured at
amortized cost applying the effective interest method.
Gains and losses are recognized in profit or loss when
the liabilities are derecognized, also through amortiza-

tion applying the effective interest method.

Derecognition of financial assets
A financial liability is derecognized when the underlying
commitment has been fulfilled, canceled or extinguished

for other reasons.



Risks resulting from the Company's financial instruments
The Company has various other financial assets and
liabilities such as trade receivables and trade payables
that directly result from its business operations. The
Company also enters into derivative financial transac-
tions, including interest rate swaps and currency forward
contracts. The purpose of those transactions is to hedge
interest and currency risks arising from the Company’s
business operations and secure financial resources. It
is the Company’s policy and has been throughout the
reporting year that no financial instruments are held for
trading.

The primary risks connected with Company financial
instruments are interest rate-based fair value risk, liquid-
ity risk, currency risk and bad debt risk. The Executive
Board reviews and adopts policies for managing these

individual risks which are outlined below.

Foreign currency risk

DATA MODUL conducts a substantial portion of its busi-
ness in US dollars, thus fluctuations in the US dollar/
euro exchange rate could significantly impact the Com-
pany’s balance sheet and earnings. The Group also
makes transactions in GBP, SGD, HKD and JPY. The Com-
pany also has exposure to currency risks in its business
transactions. Such exposure arises from sales or pur-
chases by an operating unit in currencies other than the
unit’s functional currency. Approximately 63.1% (previ-
ous year: 62.3%) of the Company’s sales are denomi-
nated in currencies other than the functional currency of
the operating unit, while approximately 62.7% (previous
year: 63.4%) of costs are denominated in the unit’s func-
tional currency.

Commodity price risk

The Company’s exposure to price risks is minor due to
the fact that the majority of the raw materials are pro-
cured on an order-related basis.

Default risk

The Company trades only with customers having a good
credit standing. It is the Company’s policy that all cus-
tomers who wish to trade on credit terms are subject to
credit checks. Trade receivables balances are constantly
monitored and allowances made for known and antic-
ipated value adjustment risks. Other than that there
are no significant default risks connected with ongoing

business activities. For additional minimization of risks
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related to bad debt, the Company has purchased credit
insurance for some of its operations. In respect to other
customers that are not covered by such insurance poli-
cies, their credit standing is assessed, special terms of
payment and payment guaranties are agreed upon and

securities or collaterals are stipulated.

Liquidity risk

The Company’s objective is to maintain a balance
between the continuity of funding and flexibility by way
of current account credits, bank loans, finance leases
and hire purchase contracts. The basis for decisions
concerning financial strategies and ensuring sufficient
liquidity is a short-term Group-wide cash management
program, taking into account rolling liquidity forecasts, a
strategic financial requirement analysis based on 1-year
and 3-year projections, and working closely with external
banks and investors as regards the reviewing and adjust-

ment of lines of credit.

Pensions and non-current personnel liabilities
Non-current personnel liabilities include long-term
bonuses and statutory severance payments to employ-
ees of subsidiaries of DATA MODUL AG.

DATA MODUL measures payment claims applying the
projected unit credit method, which calculates the actu-
arial present value of accrued credits. The provision
amount is measured applying the net interest method, in
which the net defined benefit pension liability (net asset
value) recorded on the balance sheet is multiplied by the
discount rate applied in measuring the defined benefit
obligation (DBO). Expected changes in the net liability
(or net asset) during the year due to contributions and
pension benefit payments are to be factored in. This
net interest component replaces interest expense from
applying an interest rate to the pension obligation and
the projected return on plan assets. Revaluation effects
connected with pension commitments such as actuari-
al gains and losses and any differences between actual
return and the return on plan assets implicitly recognized
in other net interest income are immediately recorded in
equity as "Other comprehensive income". The amount of
obligations for pension plans is calculated applying an
annual actuarial report based on biometric parameters
and current market interest rates. Individual pension
commitments only exist for two former Executive Board

members and three former managers.
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Provisions

Provisions are recorded when — due to a past event — the
Company incurs a current legal or constructive obligation
towards a third party, the outflow of resources embody-
ing economic benefits in order to settle the obligation is
probable, and the amount can be estimated reliably. If a
reimbursement is expected to be paid, at least in part,
for a provision recorded under liabilities (e.g. liabilities
under an insurance policy), the reimbursement is classi-
fied as a separate asset if there is a high probability of
reimbursement occurring. The expense for the recorded
provision is shown on the income statement less any
reimbursement. If the obligations fall due within more
than one year and payment can be reliably estimated in
terms of both amount and timing, the non-current por-
tion of the obligation is measured at present value if the
corresponding interest effect is material. Net present
value is determined based on market interest rates com-
mensurate with risk and the period until the settlement
of the obligation. In case of discounting, the increase in
the provision due to the passage of time is recorded as
interest expense in the financial result.

Provisions are reviewed at each balance sheet date and
adjusted to reflect the current best estimate.

Provisions for warranty obligations

DATA MODUL provides the typical statutory warranties
for remedying of defects extant at the time of sale. These
assurance-type warranties are recorded in accordance
with IAS 37. Provisions for warranties related to deliv-
ered products are recorded in the amount required for
meeting legal requirements. After expiration or elapsing
of the guarantee obligation, the provision is reversed.

Personnel provisions

Personnel provisions are recorded for existing claims of
employees against DATA MODUL. These include bonus
and incentives, commissions, performance bonuses,
severance, travel expenses, vacation and Christmas sup-

plements and accrued vacation and overtime.

Other provisions

Other provisions consist primarily of outstanding invoic-
es for auditing of the annual financial statements, tax
accounting services and other services not yet billed
including transport, provision of temporary staff and ser-

vices to be expensed in fiscal year 2018.

Income tax

Taxes on income and earnings comprise all actual taxes
on current taxable income of the consolidated subsidiar-
ies under the tax laws applicable in the respective coun-
tries, as well as deferred taxes.

The current tax assets and liabilities for the current and
previous periods are measured at the expected amount
of refund from or payment to the tax authorities. The
local tax rate and tax laws applicable at the balance

sheet date are used as a basis to determine this amount.

Deferred tax assets and liabilities are reported applying
the liability method as per IAS 12 (Income taxes) for all
temporary differences between carrying amounts in indi-
vidual companies' tax reporting and carrying amounts
shown on the consolidated financial statements apply-
ing IFRS, and factored in with regard to specific consoli-
dation measures.

Deferred tax assets and deferred tax liabilities are mea-
sured based on the tax rate expected to be applicable in
the period in which the temporary differences are expect-
ed to be reversed. The applicable or announced tax rates
at the balance sheet date are used for this purpose.
Deferred taxes that are directly related to equity items
are also recorded directly in equity without any effect on
profit or loss. Deferred tax assets and liabilities may be
offset if and when the Group has an enforceable claim to
offset the current tax assets against actual tax liabilities,
and which are attributable to income taxes of the same
taxable unit, and are imposed by the same tax authority.

Contingent liabilities and contingent assets

Pursuant to IAS 37 (Provisions, Contingent Liabilities
and Contingent Assets), contingent liabilities are not
recorded on the balance sheet. Contingent liabilities are
potential obligations whose actual existence depends
on the occurrence of one or more uncertain future events
which are not entirely within the Company’s control. In
addition, contingent liabilities are existing obligations
that will probably not result in an outflow of assets, or
any outflow of assets cannot be reliably determined. The
Notes show all contingent liabilities of the Group such
as bank guarantees, other guarantees, legal proceedings
and other financial obligations. Obligations are mea-
sured at the higher of their nominal value or the amount
required to settle the obligation. Contingent claims are
disclosed in the Notes if an inflow of resources of eco-
nomic benefit is probable.



Leases

The decision whether an agreement is classified as a
lease is made in accordance with IFRIC 4 (Determining
whether an arrangement contains a lease) based on the
economic substance of the agreement at the time of con-
clusion, and requires an estimate of whether fulfillment
of the agreement depends on the use of a specific asset
or assets and whether the agreement grants the right to
use that/those asset/s.

A subsequent assessment must be made after the com-
mencement date of the lease agreement if one of the
conditions listed in IFRIC 4.10 is met.

Finance leases in which essentially all risks and rewards
related to the title of the transferred asset are trans-
ferred to the Group as lessee result in capitalization of
the leased asset at the closing date of the lease. The
asset is recognized at the lower of its fair value or the
present value of the minimum lease payment stream.
Lease payments are divided into finance expenses and
repayments of principal in such manner that a non-vari-
able interest rate applies to the remaining lease obliga-
tion over the lease term. Finance expenses are expensed
directly. The depreciation methods and estimated useful

lives correspond to those of similar acquired assets.

If transfer of the title to the asset to the Company is not
sufficiently likely at the end of the lease, the lease will be
fully amortized over the shorter of the estimated useful
life of the asset or the term of the lease.

Payments for operating leases are recorded in profit or
loss on a straight-line basis over the term of the lease
agreement.

5. Notes to the Statement of Income

[1] Revenue

Revenue is classified by segment in line with the Exec-
utive Board's management reporting and realized in
either Displays or Systems. Key segment indicators
employed are orders received, order backlog, revenue,
EBIT and net income. EBIT margin and return on equity
are the profitability KPIs.

Concerning the transaction price allocated to the out-
standing performance obligations connected with
extended warranties, please refer to the contract lia-
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bilities shown on the statement of financial position.
The non-current contract liabilities will be recognized
as revenue within the next five years. Other outstanding
performance obligations arise from contracts with an
expected original term of less than one year, thus DATA
Modul has opted against stating the transaction price
applied for these outstanding benefit obligations.
Revenue broken down by segment:

For fiscal year 2018

KEUR Displays Systems Total
Revenue from product 117,454 122,001 239,455
sales

Service revenue 172 1,790 1,962
Total revenue 117,626 123,791 241,417

For fiscal year 2017

KEUR Displays Systems Total
Revenue from product 122,306 92,523 214,829
sales

Service revenue 278 3,149 3,427

Total revenue 122,584 95,672 218,256
A geographical breakdown of revenue is provided in the

segment reporting section.

[2] Cost of sales

The table below shows a breakdown of cost of sales:

KEUR 2018 2017
Materials expenses 167,471 155,893
. Other . costofsa les .................................... 20 1 51 ......... 14787 .
Total cost of sales 187,622 170,680

Other cost of sales is comprised primarily of wages and
salaries, and overhead for the manufactured products
and services sold.

[3] Research and development expenses

The Company distinguishes between research expenses
and development expenses. Development projects are
classified as either product development without a spe-
cific customer order, product development with a specif-
ic customer order and development of a product to mar-
ket-readiness in connection with a customer order for a

particular product.
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In addition, general development costs not related to a
specific product are recorded as research and develop-
ment costs.

Product development projects without a specific cus-
tomer order are recognized as intangible assets in fixed
assets and amortized using the straight-line method
over a period beginning at the time of serial production
of the respective product or the rendering of the service
to the customer until the estimated useful life of the
product elapses. Through fiscal year 2017, depreciation
expense was recorded as research and development
costs in profit or loss. Now since fiscal year 2018 these
are shown under cost of sales.

Product development projects based on a specific cus-
tomer order and development of a product to mar-
ket-readiness under an existing customer order for a
particular product are deemed expenses incurred in gen-
erating revenue, and therefore recorded as cost of sales
in profit or loss. Product development projects of this
type which have not been completed and for which reve-
nues have not yet been realized are recorded as invento-
ries at the reporting date and accrued.

Individual expense items for research and development
and their impact on the income statement for the fiscal
years 2018 and 2017 are presented below:

KEUR 2018 2017

Order-related development expenses and
depreciation on development projects under 2,837 1,400
cost of sales

- Development expenses 5,435 4,634
- Amortization of development projects * 734
Sum research and development expenses 5,435 5,368
“Total research and development expenses 8,272 6,768

Carrying amount of capitalized development
expenses

Development expenses recorded as

inventory as of Dec. 31 1,941 1,535

* Depreciation in the amount of 603 thousand euros reported

under cost of sales in fiscal year 2018

[4] Selling and general administrative expenses
The table below shows selling and general administra-

tive expenses.

KEUR 2018 2017

Selling expenses 18,324 16,751

General administrative expenses 9,235 9,544

Total expenses 27,559 26,295

Total expenses by type of cost

Research and development expenses, selling and gen-
eral administrative expenses and production expenses
include personnel expenses, among others.

The Company’s total expenditure broken down by

expense types is shown below:

Personnel expenses

The following table shows the personnel expenses:

KEUR 2018 2017
Wages and salaries 27,909 24,056

. SOC,al S ecu n ty ................................................ 4817 ....... 4372 .
Total 32,726 28,428

The expenses for pensions were 2,254 thousand euros
(previous year: 1,965 thousand euros) in 2018. In fiscal
year 2018 the Group employed an average 445 employ-
ees, as compared to an average 403 employees in the
previous year.

The average annual number of employees breaks down

by functional area as follows:

Employees by functional area 2018 2017
Sales & Marketing 112 110
Dev elopme nt ....................................................... 7 6 ............ 75 .
. PrOd uct,on ......................................................... 127 ............ 95 .
. gemces .............................................................. 3 1 ............ 33 .
Adm|n|5trat|0n46 ............ 4 6
. L0g|5t, CS .............................................................. 3 5 ............ 29 .
Ma tenalsrequwementplan n mg/ ................................................
Procurement 18 =
Total 445 403

The number of employees as of the reporting date is

shown below broken down by functional area:
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Employees by functional area 2018 2017 KEUR 2018 2017
Sales & Marketing 115 108 Current tax expenses
Development ....................................................... 76 ............ 73 . cemany o
Pmductlon ......................................................... 152 .......... 101 . Foreign -
Semces .............................................................. 3 0 ............ 30 . ered taes
Adm, m strat,on ..................................................... 50 ............ 46 . Germany s 1
. |_0 g|5t| Cs .............................................................. 39 ............ 32 . Foreign 09 5)
Materials requirement planning/ Total 6,451 5,186
Procurement 22 16
Total 484 406

Significant expense items and depreciation/amortization

Other significant expense items were as follows:

KEUR 2018 2017

Legal, consulting and project expenses

Depreciation/amortization 2,565 2,412
Rentandmamtenancezgw ....... 2 392
\Vehicleand travel expenses 2,275 2,159
ofﬁceandﬂ'expenses]235 ....... 1 024
Advemsmgandtradeshows1062 ......... 627
‘Packaging material & freight costs 692 618
|nsuranceprem|um5533528

Additions (+)/reversals (-) to/of

Provisions for bad debts 12) 28
Other (440) (775)
Galn.s ()/losses (+) from. 815) 366
Foreign currency translation

Total 13,956 13,211

[5] Interest income/expenses
The Company recorded interest income/expenses for the

past two years as shown below:

KEUR 2018 2017
Interest and similar income 1 16
Interest expense on current liabilities 6 (58
Othermter e s“.keex pense s ............................... ( 28) .......... ( 62)
Total (73)  (104)

[6] Income tax expense
Income tax expense breaks down as outlined below.

Current tax expenses are taxes on income and earnings
for the fiscal year recorded in profit or loss in the indi-
vidual countries, as well as additional tax assessments
and tax refunds for previous years. Current tax expens-
es in Germany increased by 35 thousand euros through
tax expenses from previous years. Foreign current tax
expenses include 79 thousand euros in tax income from
previous years. Deferred taxes result from timing differ-
ences between the tax bases of the consolidated compa-
nies. The tax rate applicable in the individual countries
is used as a basis for calculation of deferred taxes of the

foreign operations.

The income tax rate on which computation of German
deferred taxes is based was 32.28% for DATA MODUL AG,
and 29.13% for DATA MODUL Weikersheim GmbH as of
December 31, 2018.

The tax rates for the years 2018 and 2017 broke down
as follows:

in % 2018 2017
Corporate income tax 15.00 15.00
Solidarity surcharge 0.825 0.825

16.45 and 13.30
respectively

16.45 and 13.30

Trade tax :
respectively

32.28 and 29.13
respectively

32.28 and 29.13

Income tax rate X
respectively

The table below shows a reconciliation of expected
income tax expense versus actual income tax expense
recorded in the consolidated financial statements apply-
ing the average German income tax rate of 32.28% for
2017 and 32.28% for 2018.
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KEUR 2018 2017 KEUR 2018 2017

Income before taxes reported ... 20728 15809 Deferedtaxassetsfiomtax gy a0 14
Expected income tax expense 6,690 5,103 .0 Y et

................... Deferred tax assets from '

Nonded u Ct'ble OXpeNSes 147 ............ 74 temporary differences Foreign Y 40
Tax redu.ctlons resulting from 92) (12) Total deferred tax assets Foreign 280 186
tax-freeincome T T T
Difference versus local tax rates (260) (95) Deferred tax assets from Germany 1,375 504

temporary differences

Tax expense for/from foreign

; X 65 50 Deferred tax liabilities from
operatmglocatlons ................................................................... temporary differences Germany (2,533) (1,301)
Taxesfromprevmusyears ................................... ( 97) ............ 4 3 Total deferred tax liabilities Germany (1,158) (797)
Other @) 23

Deferred tax assets (+) / liabili-

Reported income tax expense 6,451 5,186 ties (-) (of which -188 thousand (878)  (611)
euros recorded through other

comprehensive income in 2018)

Deferred income tax assets and liabilities as of the

reporting date break down as follows:

Deferred taxes consist of the following balance sheet items:
Deferred tax assets Deferred tax liabilities

KEUR 2018 2017 2018 2017

Current assets

Provisions for pensions and similar obligations 177 177 0 0
Total 1,415 545 2,533 (1,301)




In connection with the adjustment pursuant to IFRS 15,
deferred tax assets of 901 thousand euros were recog-
nized as of December 31, 2018 due to lower invento-
ries, and deferred tax liabilities in the amount of -1,273
thousand euros were recognized due to an increase in
contract assets. The IFRS 9 adjustment resulted in lower
trade receivables as of the balance sheet date, and in
consequence deferred tax assets of 2 thousand euros.
Initial application of IFRS 15 and IFRS 9 and the sub-
sequent recognition of deferred taxes in the year under
review caused a 214 thousand euro decrease in retained
earnings as of January 1, 2018.

The subsidiaries DATA MODUL Suisse GmbH, Zug, Swit-
zerland and DATA MODUL Polska sp.z.0.0., Lublin,
Poland and DATA MODUL Electronic Technology (Shang-
hai) Co. Ltd., Shanghai, China, had usable tax loss car-
ryforwards in the respective amounts of 88 thousand
euros, 88 thousand euros and 841 thousand euros as of
December 31, 2018. These are measured at the income
tax rates of 15% for Switzerland, 19% for Poland and
25% for China, and shown as deferred tax assets.
Deferred tax assets arising from actuarial gains and
losses on pension commitments recorded directly in
equity increased equity by 31 thousand euros (previous
year: 23 thousand euros). Deferred tax liabilities were
not recognized for temporary differences in connec-
tion with investments in subsidiaries in the amount of
14,521 thousand euros, as it was not likely that these
temporary differences would reverse in the foreseeable
future. If this were the case, 5% of those temporary dif-
ferences would be subject to tax.
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[7] Earnings per share

Undiluted earnings per share are calculated by dividing
net income of the year attributable to common share-
holders by the weighted average number of common

shares outstanding during the year under review.

Diluted earnings per share are calculated applying the
weighted average number of common shares outstand-
ing after potentially diluting events during the period
under review.

Potential dilution of common shares results primarily
from employee stock options. In the fiscal years ended
December 31, 2018 and December 31, 2017, no shares
were deemed dilutive applying the treasury stock meth-
od (stock redemption method).

The table below shows the computation of earnings per
share (diluted and undiluted):

Net income for the year in KEUR 14,277 10,623

Denominator for undiluted earnings
per share — weighted average num- 3,526 3,526
ber of shares

Denominator for diluted earnings
per share — adjusted weighted 3,526 3,526
average shares

Diluted earnings per share 4.05 euros  3.01 euros
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6. Notes to the Statement of Financial Position

[8] Fixed assets 2018
HISTORICAL COST

Balance as of Currency Additions Disposals Reclassifica-  Balance as of
1/1/2018 translation P tions 12/31/2018

Intangible assets/Goodwill

Goodwill 3,112 0 0 0 0 3,112
Soﬁware ............................................... 2790 ...................... 1 ................... 153 ............... 1652 .................. 925 ............... 2216 ................
Development projects 7,428 0 832 0 0 8,260
Prepayments ............................................ 835 ...................... 0 .................. 168 ...................... 0 ................ (925) .................... 78 ................
Total 14,165 1 1,152 1,652 0 13,666

Property, plant and equipment

Land and buildings 14,106 10 579 39 143 14,799

Other equipment, fixtures and

- ) ) 6,400 14 1,005 811 0 6,608
fittings, and office equipment

Assets under construction 158 0 2,836 0 (558) 2,436
Total 24,092 25 4,486 1,274 (1] 27,329
Total 38,257 25 5,638 2,926 0 40,994

Fixed assets 2017
HISTORICAL COST

Balance as of Currency Additions Disposals Reclassifica-  Balance as of
1/1/2017 translation P tions  12/31/2017

Intangible assets/Goodwill

Goodwill 3,112 0 0 0 0 3,112
Soﬁware ............................................... 3’173 ...................... 0 .................. 118 ................ (500) ...................... 0 ............... 2’790 ................
Developmentpro]ects ............................ 7'029 ...................... 0 .................. 675 ................ (276) ...................... 0 ............... 7y428 ................
Prepayments ............................................ 148 ...................... 0 .................. 687 ...................... 0 ...................... 0 .................. 835 ...................
Total 13,461 0 1,480 (776) 0 14,165

Property, plant and equipment

Land and buildings 12,868 29 1,202 (26) 91 14,106
Technical equipment 2,779 (€)) 107 (14) 556 3,428
Other equipment, fixtures and

. . . 5,873 (38) 982 (441) 24 6,400
fittings, and office equipment

Assets under construction 174 0 655 0 (671) 158
Total 21,694 (68) 2,947 (481) 0 24,092
Total 35,155 (68) 4,427 (1,257) 0 38,257

All figures in KEUR
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DEPRECIATION AND IMPAIRMENTS CARRYING
[
AMOUNT
Balance as of Currency Additions Disposals Reclassifica-  Balance as of Balance as of
1/1/2018 translation P tions 12/31/2018 12/31/2018
693 0 0 0 0 693 2,419
2,379 0 293 1,652 0 1,020 1,196
5,610 0 824 0 0 6,434 1,826
0 0 0 0 0 0 78
8,682 0 1,117 1,652 0 8,147 5,519
5,959 7 674 39 0 6,601 8,198
1,675 0 308 424 0 1,559 1,927
3,475 10 687 803 0 3,369 3,239
0 0 0 0 0 0 2,436
11,110 17 1,669 1,266 11,530 15,799
19,792 17 2,786 2,918 0 19,677 21,318
DEPRECIATION AND IMPAIRMENTS CARRYING
[
AMOUNT
Balance as of Currency Additions Disposals Reclassifica-  Balance as of Balance as of
1/1/2017 translation P tions 12/31/2017 12/31/2017
693 0 0 0 0 693 2,419
2,703 0 176 (500) 0 2,379 411
5,152 0 734 (276) 0 5,610 1,818
0 0 0 0 0 0 835
8,458 0 910 (776) 0 8,682 5,483
5,365 (15) 617 (26) 18 5,959 8,146
1,416 0 272 (14) 0 1,675 1,753
3,350 27 611 (442) (18) 3,475 2,925
0 0 0 0 0 0 158
10,131 (42) 1,501 (481) 0 11,110 12,982
18,680 (42) 2,411 (1,257) (1] 19,792 18,465
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Goodwill acquired in business combinations was allocat-
ed across multiple cash-generating units for impairment
testing. The carrying amount of goodwill for the fiscal
years ended December 31, 2017 is shown below, broken
down by reportable segment and cash-generating unit.

KEUR Displays

Line Custom
Management  Solutions

Systems Total

Cash-generating unit Systems

Balance as of 123 909 1,387 2,419

Aotz T T T
Goodwill acquired
. during the period S ° y "
Impairment
. during the period ° ° ‘. "
Balance as of 123 909 1,387 2,419

12/31/2017

Starting with the fiscal year commencing January 1,
2019, DATA MODUL will utilize a new item structure
which caused a change in allocation among cash-gen-
erating units. This involved and adjustment to the allo-
cation of the acquired goodwill which was factored into
impairment testing accordingly.

The carrying amount of goodwill for the fiscal year ended
December 31, 2018 is thus shown below, broken down

by reportable segment and cash-generating unit.

KEUR Displays Systems Total
. . Display System

Cash-generating unit Solutions Solutions
Balance as of

018 o |
Goodwill acquired 0 0 0

during the period .
Impairment

during theperiod o W o
Balance as of 1,032 1,387 2,419

12/31/2018

Goodwill was tested for impairment on December 31,
2018. The recoverable amount for each cash-generating
unit was determined applying calculated value in use

based on projected cash flows.

The cash flow projections for all cash-generating units are
based on a three-year forecast (2019 — 2021) approved
by management and the Supervisory Board, extrapolat-
ed for 2022 and years thereafter.

The before-tax discount rates used for cash flow pro-
jections and revenue growth rates starting in 2022 (for
2017 in 2021) are shown in the table below.

Cash-generating unit [Before-tax Revenue
discount rates growth rates

in % 2017 2017
Line Management 7.38 2.5
Customso[ut|ons 800 ........................ 10
systems 738 25
in % 2018 2018
Display Solutions 8.88 2.0
Systemso[ut|on5 332 ........................ 25

The recoverable amount is primarily determined by the
terminal value (perpetuity), which is particularly sensi-
tive to changes in growth rate assumptions and discount
rates.

Goodwill impairment testing for fiscal years 2018 and

2017 yielded no indication of impairment losses.

Basic assumptions for calculating value in use

The following assumptions applied in calculating value
in use of the cash-generating units are subject to partic-
ular uncertainty:

- Gross profit margins

- Discount rates

- Growth rates during the projection period and in per-

petuity

Gross profit margins

These margins are calculated based on average profit for
the fiscal years prior to the projection period. The gross
profit margin is adjusted during the projection period
based on expected efficiency increases and correspond-
ing risks.

Discount rates

Discount rates reflect current market estimates per-
taining to specific risks attributable to the respective
cash-generating units. The discount rate is estimated
based on the average weighted cost of capital which is

common in the industry.

Estimated growth rates

The growth rates are based on historical data from
preceding years. For fiscal year 2017, revenue growth
rates ranging from 1.0% (Custom Solutions) to 2.5%
(Line Management and Systems) were applied for the
cash-generating units for 2021 and thereafter. In fiscal
year 2018, revenue growth rates ranging from 2.0% (Dis-



play Solutions) to 2.5% (System Solutions) were applied
for 2022 and thereafter.

The revenue growth rates used for the cash flow projec-
tions reflect the projected growth rates of the respective
markets and product revenue growth projected by the
DATA MODUL Group in the respective markets on the

basis of a market analysis.

Assumption sensitivity

The management board is of the opinion that no chang-
es appearing reasonably possible to basic assumptions
made in order to determine value in use of cash-gen-
erating units would cause the carrying amount of a
cash-generating unit to substantially exceed its recover-
able amount.

[9] Inventories

Inventories as of the reporting date break down as fol-

lows:

KEUR 2018 2017
Raw materials, consumables and supplies 6,874 6,064
Work in progress 7,186 5,027

Impairment (2,301) (1,886)

Total 52,865 42,758

Write-downs in the amount of 1,607 thousand euros
(previous year: 1,514 thousand euros) on the net real-
izable value of inventories were recorded under costs of
sales on the 2018 statement of income.

In fiscal year 2018, inventories in the amount of
175,107 thousand euros (previous year: KEUR 161,856)
were included as cost of materials on the statement of
income.

[10] Trade receivables, contract assets, other current
assets and other current financial assets

Trade receivables, contract assets, other current assets
and other current financial assets broke down as follows

as of the reporting date:
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KEUR 2018 2017

Trade receivables, including impairments 28,961 27,137

Other financial assets

Total 34,705 29,226

Trade receivables are not discounted and are usually due
within 30 - 90 days. The allowance for expected cred-
it losses as of December 31, 2018 and December 31,
2017 was 167 thousand euros and 184 thousand euros
respectively.

Other assets consist primarily of 360 thousand euros
(previous year: 623 thousand euros) in deferred expens-
es and 235 thousand euros (previous year: O thousand
euros) in advance payments.

Other financial assets consist of other receivables
in the amount of 488 thousand euros (previous
year: 145 thousand euros) and security deposits in
the amount of 139 thousand euros (previous year:
155 thousand euros) and supplier debit balances of
12 thousand euros (previous year: 70 thousand euros).
These other current financial liabilities will in total gener-

ate a cash inflow for the Group at a future point in time.

Expected impairments on trade receivables are charged
to impairment allowance accounts. Receivables are only
derecognized after final clarification of the collection
prospects. The change in the value adjustment accounts
for expected bad debts as of the reporting date was as

follows:

KEUR 2018 2017

Balance as of January 1 184 157
Initial application of IFRS 9 31 0

Adjusted balance as of January 1 214 0

Effects from foreign currency translation
adjustments

Balance as of December 31 167 184

83
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No impairments on contract assets or any other financial
instruments had to be recorded for expected credit loss-

es in fiscal year 2018.

Please see the comments on credit risk in the Supple-
mentary Disclosures (Chapter 8) regarding default risk
and the presentation of the impairment matrix applied to

determine expected credit losses on trade receivables.

[11] Cash and cash equivalents

Cash and cash equivalents as of December 31, 2018 in
the amount of 24,956 thousand euros (previous year:
20,217 thousand euros) are held in bank accounts with
an amount of 24,949 thousand euros (previous year:
20,210 thousand euros) and 7 thousand euros in cash

on hand (previous year: 7 thousand euros).

[12] Shareholders' equity

Share capital

DATA MODUL AG has share capital of 10,578,546 euros,
and has been listed as a technology firm on the Prime
Standard since March 2003. Share capital is comprised
of 3,526,182 no-par bearer shares which are fully paid-
in. Each share represents 3.00 euros of subscribed cap-
ital.

As in the previous year, at the balance sheet date DATA
MODUL AG held no treasury shares, thus the number of
shares outstanding was 3,526,182.

Dividend

For fiscal year 2018 the Executive and Supervisory
Boards will recommend at the Annual Shareholders'
Meeting payment of a cash dividend of 2.00 euros for a
total distribution of 7,052 thousand euros to holders of
the outstanding dividend-entitled shares.

Authorized capital 2015

Shareholders have authorized the Executive Board to
increase the Company's share capital one or more times
in the period through July 2, 2020 by a maximum total of
5,289,273 euros, subject to Supervisory Board approv-
al, by offering and issuing new bearer shares for cash
or non-cash contributions. The Executive Board makes
the decision to issue new shares and decides on what
rights are attached to the shares and on the terms of the

share offering, subject to Supervisory Board approval.

As a rule, new shares must be offered to existing share-
holders for subscription. The Executive Board is autho-
rized, subject to Supervisory Board approval, to exclude
shareholder subscription rights (i) regarding fraction-
al amounts, (ii) in share offerings for non-cash contri-
butions, including particularly in connection with the
acquisition of companies, business units, equity stakes
and/or assets of companies and with business combi-
nations, and (iii) in share offerings for cash if the share
capital comprised by the new shares does not exceed
10% of total share capital; the stipulation applies that
the issue price of the new shares may not be significantly
lower than the market price of Company shares already
trading on the stock market. The increase in authorized
capital was recorded in the German commercial register
(Handelsregister) on August 19, 2015.

Retained earnings

Because of the initial application effects of IFRS 9 and
IFRS 15 on retained earnings as of January 1, 2018, we
consider it appropriate to present the “Adjustments from
initial application of IFRS” likewise under retained earn-
ings, previously shown under “Other reserves”.

We thus reclassified the amount of -2,223 thousand euros
to retained earnings as of December 1, 2017 and adjust-
ed the previous-year figures to afford better comparability.
After this reclassification, retained earnings broke down as
follows as of December 31, 2017 and 2018 respectively:

KEUR 2018 2017
46,751

Retained earnings 36,551

Adjustments from first-time
application of IFRS

Total 58,556 44,313

Other reserves

Other reserves consist exclusively of reserves for curren-
cy differences in the amount of 752 thousand euros (pre-
vious year: 560 thousand euros).

[13] Pension and non-current personnel liabilities

The Company has a non-contributory defined benefit
plan in place that covers certain former Executive Board
members. The Company has purchased life insurance
policies to cover the actuarial net present value of pen-
sion obligations.



The redemption value of these insurance policies as of
the reporting date totaled 182 thousand euros (previous
year: 189 thousand euros). The pledged reinsurance pol-
icies are netted as plan assets in "Pensions and non-cur-
rent personnel liabilities". The pension liability as of
December 31, 2018 and December 31, 2017 were calcu-
lated in December of the respective year. The mortality
rates are based on the 2018 G tables of Prof. Dr. Klaus
Heubeck (previous year: 2005 G). There were no chang-
es to the defined benefit plan in the fiscal year ended.

The table below shows the capitalized amounts related

to pension commitments.

KEUR 2018 2017 2016 2015 2014

Presentvalue of defined .o 4 co5 1715 1,734 1,851
pension obligations

Fair value of the plan
assets

Funding status 1,488 1,501 1,517 1,528 1,636

Taking into account the principles of computation set
forth in IAS 19, the current funding status of the pension
obligations is as follows:

KEUR 2018 2017

Changes in the present value of pension
obligations:

Interest accrual on expected pension obliga-
tions

Actuarial gains and losses recorded in other
comprehensive income due to 19 28
changes in interest rate and trend assumptions

Actuarial profit or loss recorded in other
comprehensive income resulting from changed 36 0
demographic assumptions

Actuarial gain/loss recorded in other compre-

hensive income resulting from funding level 31 49
changes
Pensions paid (127) (125)

Present value of pension obligations at year

end
Plan assets (181) (189
Pension obligations 1,488 1,501
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KEUR 2018 2017
The net pension expenditure breaks down as
follows:
Accruing interest on expected
. o 20 23
pension obligations
Net periodic pension cost 20 23

The following average factors were used as basis for cal-

culating pension obligations as of the reporting date:

in % 2018 2017
Weighted average

assumptions:

Discount rate 1.25 1.23

Growth rate in future
benefit payments

The duration is 9 years (previous year : 10 years). The
Company has pension plan benefit payment obligations

as outlined below for respective fiscal years ending

December 31:

KEUR
2019 ................................................................................ 130 .
. 2020 ................................................................................ 133
2021 ................................................................................ 136 .
. 2022 ................................................................................ 139 .
2023 ................................................................................ 142 .
Cumu [at've 2024 through 2028 .......................................... 762 .

Expenses are recorded in profit or loss under net inter-
est.

The sensitivity analysis provided below shows changes
in carrying amounts resulting from changes in the param-
eters for calculating pension obligations.

KEUR 12/31/2018
Discount rate increase by 1.0% (132)
D.scountratedecreaseby10%152
pensmntrendnsebylo%*79
Pensmn trend dec“ne by 1 0%* ......................................... (71) .

* Pension trend sensitivity applies only to the portion of the

pension obligations which have not been contractually fixed.

There were other long-term personnel obligations in

addition to pension obligations as of the reporting date.
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KEUR 2018 2017
Pension liabilities 1,488 1,501
Longterm bonus dalms ........................................ 73 ‘‘‘‘‘‘‘‘‘‘ 73 .
Other non-current personnel obligations 6 a1

Amount reported on consolidated balance

sheet 1,567 1,615

[14] Provisions

Quantifying warranty provisions are inherently subject
to uncertainty regarding amount and due dates. The
amount of the provision is calculated based on historical
data. Employment anniversary supplement obligations
are reported under personnel provisions. Other provi-
sions consist primarily of other liabilities, the amount of
which is uncertain. The change in non-current and cur-

rent provisions in fiscal year 2018 was is outlined below.

Warran-  Person-
KEUR ties net  Other  Total
Balance as of 1,322 83 298 1,703
1/1/2018 ’ ’
Currency 0 0 3 3
translation
Additions 1,894 2 244 2,140
Utilization (806) 0 (150) (956)
Reversals (14) 0 (150) (164)
Last revised
12/31/2018 2,396 85 245 2,726
Of which, non-cur- 303 0 0 303
rent
Of which, current 2,093 85 245 2,423

Except for risks for which provisions have been recorded,
Company management is unaware of any matters poten-
tially creating liabilities for the Company which could
have a major adverse impact on the Company’s financial
position, financial performance and cash flows.

[15] Non-current and current contract liabilities

As of the reporting date, contract liabilities included
deferred revenue for contractually agreed guarantees for
customers exceeding the scope of statutory warranty.
On last year's financial statements this deferred revenue
was reported under ‘Other non-current liabilities’ in the
amount of 949 thousand euros and under ‘Other current
liabilities’ in the amount of 495 thousand euros.

Now on the annual financial statements dated December
31, 2018 this deferred revenue is shown as a non-cur-

rent contract liability in the amount of 722 thousand

euros and a current contract liability in the amount
of 546 thousand euros pursuant to IFRS 15. In 2018,
EUR 499 thousand in revenue from the granting of the

extended warranty was recognized.

[16] Other current liabilities, other current financial
liabilities and tax liabilities

Other current liabilities, other current financial liabilities
and tax liabilities consisted of the following items as of
the reporting date:

KEUR 2018 2017

Taxes payable 3,366 1,618

Personnel-related liabilities 3,595 3,194
 Socialsecurity and payroll taxes 1,019 505
Ot he r |,ab|h t| es ................................................ 912 ............ 8 2
Value added ta X pa yable .................................. 54 6 ....... 1598 .
Deferredrevenueo .......... 4 95

Outstanding invoices 907 785
Customers W|th Credlt balances .......................... 6 1 ............ 36 .
Other“abmt'es .................................................... 6 .............. 2
ettaeeearitateaaatnatenasesaneeaseeaseaaseeasenaseensesaceecess SN 974 .......... 823 .

Total 10,412 8,315

[17] Current borrowings from financial institutions
Utilization of short-term credit facilities as of the report-

ing date is shown in the table below.

KEUR 2018 2017
Deutsche Bank, Munich 1,000 1,000
Commerzbank, Munich 1,000 1,000

Sparkasse Tauberfranken,

Tauberbischofsheim LA 1,200
Bayer. Landesbank, Munich 1,000 1,000
Total 4,200 4,200

As of the reporting date, the Company had the following
bank credit facilities at its disposal (including guaran-
teed bills outstanding and letters of credit):



KEUR 2018 2017
Commerzbank, Munich 7,000 7,000
Bayer. Landesbank, Munich 7,000 7,000
Deutsche Bank, Munich 7,000 7,000
HypoveremsbankMumch 400 .
Total 28,040 28,000

As of the reporting date, credit facilities were unutilized
in the amount of 22,865 thousand euros (previous year:
23,386 thousand euros).

In addition to these credit facilities, DATA MODUL has
bank guarantees which it can use in lieu of rent depos-
its or supplier guarantees. These bank guarantees are
equivalent to letters of credit. Instead of receiving a
cash deposit, the bank guarantees for example the
deposit amount without actually depositing assets.
These guarantees affect the total amount of cash the
Company can borrow, as the guarantees pose a poten-
tial risk to the issuing banks. As of December 31, 2018,
DATA MODUL had utilized bank guarantees in the amount
of 1,375 thousand euros (previous year: 814 thousand

euros).

7. Notes to the Statement of Cash Flows

The Statement of Cash Flows comprises inflow and out-
flow of funds from ordinary operations, and investment
and financing activities.

Exchange rate changes are eliminated in the relevant line

and presented separately.

Cash flows from operating activities include all cash
flows from ongoing operating activities and are pre-
sented using the indirect method. All non-cash income
and expense items are adjusted based on net income
for the year. Primarily due to the net profit for the year
of 14,277 thousand euros (previous year: 10,623 thou-
sand), cash flow from operating activities came to
10,797 thousand euros (previous year: 6,756 thousand
euros). We have reclassified cash inflows and outflows
representing interest payments in the amount of -53
thousand euros (previous year: -81 thousand euros)
which were shown as cash flow from operating activi-
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ties on last year's financial statements as cash flow from
financing activities and adjusted the previous-year fig-
ure accordingly to afford better comparability. Income
taxes paid in the total amount of -4,480 thousand euros
(previous year: -4,819 thousand euros) are classified
as relating to operating activities due to their operating
nature for the Group.

Cash flows from investing activities reflect the capital
outflow related to capitalized development costs and to
other asset additions, and the cash inflows from the dis-
posal of assets. Net cash flow from investing activities
was -5,617 thousand euros in 2018 and -4,421 thou-
sand euros in 2017.

Cash flow from financing activities in fiscal year 2018 was
-430 thousand euros (previous year: 657 thousand euros).
With the currently low interest levels and the Company's
good credit standing, the Group satisfied its short-term
ongoing working capital financing requirements main-
ly with current borrowings from financial institutions in
order to respond quickly and flexibly to changes in the
business environment. The dividend distribution result-
ed in a cash outflow of 423 thousand euros in 2018 (pre-
vious year: 423 thousand euros). The dividend distribu-
tion in 2018 was 0.12 euro per share for fiscal year 2017
(previous year: 0.12 euros).

Cash and cash equivalents comprise current bank depos-
its, checks and cash on hand.

Effects of exchange rate fluctuations on cash and cash
equivalents are presented in a separate line item.

Reconciliation of debt movements to cash flows from
financing activities

The reconciliation statement of debt to cash flow from
financing activities required pursuant to IAS 7.44 is

shown below:
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Statement . Not affecting cash flow Statement
Change in financing debt of financial Affecting Re- of financial
i cash . e L. I,

KEUR position on flow Additions/ X Fairval classifications position on

12/31/2017 disposals airvalue 12/31/2018

Liabilities due to 4,200 0 0o o 0 0 4,200
financial institutions

Total 4,200 0 0 0 0 0 4,200

8. Supplementary Disclosures

Objectives and methods of financial risk management
Business operations inevitably result in liquidity, credit
and market risks. Market risks are effects from market
price changes on fair value and future cash flows from
financial instruments. Market risks include in particu-
lar interest-related cash flow risks, foreign currency and
other price risks. Strategies and control mechanisms for
specific risks arising from the Group's use of financial
instruments are outlined below. The Company has no
significant concentration of credit risk.

Interest rate risk

The table below shows a sensitivity risk analysis of
Group earnings before taxes and equity to interest rate
changes in variable-rate current borrowings.

KEUR 2018 2017
Impact on earnings before taxes
|nt er e St rate Cha n ge ...................................................................
. |nc rease by 1% .................................................. ( 42) .......... ( 42) .
Decrease by 1% ................................................... 4 2 ............ 4 2 .

Currency risk

Currency fluctuations may materially affect the Group's
balance sheet due to the significant volume of trans-
actions in foreign currency. Risk exposure arises from
sales or purchases by an operating unit in currencies
other than the unit’s functional currency. Approximate-
ly 63.1% (previous year: 62.3%) of Group revenue was
generated in currencies other than the functional curren-
cy of the operating unit that generated the revenue, and

62.7% (previous year: 63.4%) of costs were incurred in

a currency other than the functional currency of the oper-
ating unit to which they accrued. The Group may employ
a range of hedging instruments such as currency futures
contracts and options to minimize price and currency
risks. Currency futures contracts must be in the same
currency as the hedged item. It is the Group’s policy not
to enter into currency hedges until a fixed obligation has
been agreed on. It is the Company’s policy to negotiate
the terms of hedge derivatives to correspond to those of
the hedged item in order to maximize hedge effective-
ness. As of December 31, 2018, no currency forwards
were held.

The table below shows a sensitivity analysis of Group
earnings before taxes to exchange rate fluctuations in
all key foreign currencies which are deemed reasonably
possible on the basis of prudent business judgment. The
most impact is seen from exchange rate fluctuations ver-
sus the USD, GBP and JPY. The impact on earnings before
taxes due to an exchange rate increase or decrease rela-
tive to the average foreign exchange rate for the respec-
tive fiscal years was calculated. All other factors remain

unchanged.

Impact on 2018 earnings before taxes

Exchange rate change

KEUR Increase by 5% Decrease by 5%
usD 448 (405)
JPY ................................................... (68)62
GBP ................................................... 45(41)
Total 425 (384)



Impact on 2017 earnings before taxes

Exchange rate change

KEUR Increase by 5% Decrease by 5%
usD 265 (240)
pr ................................................. (157)142
GBP ................................................... 71 ........................ (64)
Total 179 (162)

Credit risk

Credit risks arise from the potential of business partners
not meeting their obligations in operating business and
financial transactions. Risk related to credit standing is
minimized by means of an efficient credit and collections
management system.

Impairments on trade receivables were calculated as follows:
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The Group only enters into transactions with third parties
with good credit standing. It is the Company’s policy that
all customers who wish to trade on credit are subject to
verification of creditworthiness. Trade receivables bal-
ances are constantly monitored and allowances made for

known and anticipated value adjustment risks.

For trade receivables and contract assets, DATA MODUL
calculates expected default on the basis of histori-
cal default rates, applying an impairment matrix. The
expected default rates are calculated based on the
respective period overdue of the receivables. In addi-
tion, the values determined may also be adjusted to
reflect available information of relevance to the future
value/recoverability of customer receivables.

Default rates as of 12/31/2018 for calculating impairment (in %)

Not Overdue Overdue Overdue Overdue

overdue 1-30days 31-60days 61 -90 days » 90 days

Data Modul AG 0.0070 0.0412 1.6160 3.4942 7.7815
DataMOdUI France ................... ooooo ............ ooooo ............ 00000 ............ 00000 ............ ooooo

DataMOdu“ta“a ..................... ooooo ............ ooooo ............ 00000 ............ 00000133107

DataMOdu“bena .................... 00004 ............ 00027 ............ 00079 ............ 00121 ............ ooooo

DataModu[ Ltd ....................... 00010 ............ 00025 ............ 04583 ............ 04832425422

DataMOdUan ....................... 00419 ............ 00885 ............ 04173 ............ 07885195827
DataModulHongKong 00000 00000 00000 00000 00000
DataModulSuisse 00000 00000 00000 00000 00000
DataMOdUI FZE ....................... ooooo ............ 00000 ............ 00000 ............ 00000 ............ ooooo
Conrac A5|a ............................. ooooo ............ 00000 ............ 00000 ............ 0000027778
Gross carrying amounts of trade receivables as of 12/31/2018 (in KEUR)?
Not Overdue Overdue Overdue Overdue Total Currency
overdue 1-30days 31-60days 61 -90 days » 90 days
Data Modul AG 13,260 4,275 146 35 16 17,732 EUR
DataModul France ........................ 475 ................. 103 ................... 40 ................... 18 ..................... 0 ...................... 636 ...................... EUR

DataModthana ....................... 2364 ................. 521 ................. 183 ................... 21 ..................... 0 ................... 3088 ...................... EUR

DataModquena ...................... 2042 ................. 648 ................... 44 ..................... 2 ..................... 0 ................... 2737 ...................... EUR

DataMOdUILtd ......................... 1046 ................. 331 ................. 238 ................... 56 ..................... 01721 .......... G BP(mEUR)

Datamodulmc ......................... 1655 ................. 529 ................... 57 ........................................... 2 ................... 2243USD (mEUR)

. Data Modu[ H ong Kong ................. 2 5 2 ................. 467 ..................... 0 ..................... o ..................... 0 ...................... 719 .......... |-| KD (m EU R)

Data Modu[ 5u|sse ........................... 0 ........................................... 0 ........................................... 0 .......................... 0 .......... c|-|F (m EU R)

DataMOdu[ FZE ................................ 0 ......................................... 42 ........................................... 0 ........................ 42 .......... AED (mEUR)

Conrac As.a .................................. 266 ..................... 7 ................... 21 ................... 12 ..................... 0 ...................... 3055(3[) (mEUR)

Total in EUR
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Impairments as of 12/31/2018 (in EUR)

Not Overdue Overdue Overdue Overdue Total Currency

overdue 1-30days 31-60days 61-90 days » 90 days
Data Modul AG 932.58 1,761.35 2,351.60 1,224.83 1,252.78 7,523.14 EUR
DataModu[ France ....................... 000 ................ ooo ................ 000 ................ 000 ................ 000 ..................... ooo ...................... EUR

DataModtha[.a ......................... 000 ................ ooo ................ 000 ................ 000 ................ ooo ..................... 000 ...................... EUR

DataMOdu“bena ........................ 750 .............. 1763 ................ 344 ................ 030 ................ 0002887 ...................... EUR

DataMOdu[Ltd ......................... 1093 ................ 957109201 ............ 27128 ................ ooo ............... 1 38379 .......... GBP(mEUR)

DataMOdu“nC ....................... 69341 ............ 46779 ............ 23793 .............. 4397 ............ 32784 ............... 1 77095 .......... U SD (mEUR)

DataModu[HongKong ................ 000 ................ ooo ................ 000 ................ 000 ................ ooo ..................... 000 .......... |-||<D (mEUR)

DataModu[Swsse ...................... 000 ................ 000 ................ 000 ................ 000 ................ ooo ..................... 000 .......... CHF(mEUR)

DataModu[ FZE ........................... 000 ................ 000 ................ 000 ................ 000 ................ ooo ..................... 000 .......... AED (mEUR)

Conrac A5|a ................................. ooo ................ 000 ................ 000 ................ 000 ................ ooo ..................... ooose[) (mEUR)
10,706.74 Total in EUR

Y Invoiced, unimpaired receivables

Additional impairments in the amount of 156 thousand
euros have been recorded on trade receivables due to
past default events which did not affect the historical
default rates on which the impairment matrix is based.
It was not necessary to present the impairment matrix for
contract assets because in the last three years no bad
debts were recorded from customers whose receivables
were reported under contract assets for the first time in
fiscal year 2018.

Other than that there are no significant default risks
connected with ongoing business activities. Additional-
ly, credit sale insurance policies have been taken out to

minimize risk.

In transactions not conducted in the country of the
respective operating unit, the Company does not offer
credit terms without a credit check. Thus, the Group does
not face a major concentration of credit risks.

With other Group financial assets such as cash and cash
equivalents and certain derivate financial instruments,
the maximum credit risk exposure through counterparty
default equals the carrying amount of these instruments.

Liquidity risk

The Group constantly monitors liquidity risk, employing
a liquidity planning tool. This tool takes into account
the maturities of both the financial investments and the
financial assets, as well as projected cash flows from

business operations.

The Company’s objective is to meet liquidity require-
ments at all times while maintaining flexibility through
the utilization of overdraft facilities and bank loans. As of
December 31, 2018, 59.7% (previous year: 59.9%) of
the Company’s debt reported on the Consolidated Finan-
cial Statements was due within one year.

The table below shows the maturity structure of contrac-
tual, undiscounted and expected cash flows from finan-
cial liabilities. The cash flows consist of redemption pay-
ments and related interest. The previous-year table has

been adjusted accordingly with regard to cash flows.
12/31/2018 <12 1-5 »5

KEUR months years years Total
Liabilities due to 4,203 0 0 4,203
financial institutions

Trade accounts 18,787 0 0 18,787
payable

.O.ther financial liabil- 974 0 0 974
ities

Total 23,964 0 0 23,964
12/31/2017 <12 1-5 »5 Total
KEUR months years years
Liabilities due to 4,211 0 0 4,211
financial institutions

Trade accounts 13,702 0 0 13,702
payable

Other financial liabil- 823 0 0 823

ities

Total 18,736 0 0 18,736



Capital management

The main objective behind the Company's capital man-
agement activities is to maintain a high credit rating
and a good equity ratio to support business operations
and maximize shareholder value. The Company manag-
es and adjusts its capital structure taking into account
any changes in general economic conditions. In order
to maintain or adjust its capital structure, the Company
may adjust dividend payments to shareholders, make
share repurchases or issue new shares. No changes had
been made to the objectives or policies as of December

31, 2018, nor in the previous year.

The Company monitors its capital levels with respect to
a capital management ratio which is the ratio of net debt
to total equity plus net debt. The Company's net debt
is its interest-bearing loans and borrowings, trade pay-
ables, contract liabilities and other liabilities less cash
and cash equivalents and current assets. Shareholders’

equity is the equity shown on the balance sheet.

KEUR 12/31/2018 12/31/2017

Minus cash and cash equiva-
lents and other current assets

Net debt 13,365 8,976
Total shareholders' equity 94,006 79,571
Shareholders' equity

and net financial liabilities 107,371 88,547
Capital management ratio in % 12.45 10.14

Fair value
The carrying amounts of the financial instruments the
Group holds mostly correspond to their fair values

because of their short term to maturity.

Hedging activities

Cash flow hedges

As at 31 December 2018, there are no financial instru-
ments classifiable as hedges for projected sales to cus-
tomers or purchases from suppliers for which these fixed
obligations existed. As of the December 31, 2018 report-
ing date there were no hedged net investments in foreign

business operations.
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Contingent liabilities, contingencies and other finan-
cial obligations

Contingent liabilities and legal disputes

The Group may be subject to litigation from time to time
as part of the ordinary course of business. The Group’s
Executive Board and its legal advisors are not aware of
any claims that could have a material adverse effect on

the Company's business, balance sheet or earnings.

Contingencies from guarantees and warranties totaled
1,375 thousand euros as of the balance sheet date (pre-
vious year: 814 thousand euros).

Lease agreements

The Group has entered into certain operating lease
and rental agreements for office space, vehicles and
IT equipment. During the reporting periods, the Group
incurred lease and rental expenses as follows:

KEUR 2018 2017
Rent of office space 1,281 1,231
. operatmg . |eas es forVEh Ides ......................... 5 9 2 ............... 6 O 5 .
Total lease and rental expenses 1,873 1,836

Financial liabilities for the years following the balance
sheet date from future minimum rental obligations under

current contracts were as follows:

KEUR 12/31/2018
Rents and leases 2019 2,228
Rentsandleaseszozo ................................................... 2026 .
Rentsandleasesmn .................................................... 1'863 .
Rentsandleaseszon ................................................... 1’874
RentsandleaseszoB ................................................... 1’853 .
Rents and leases 2024 and after 9,742
Total 19,594

The rental lease obligations primarily relate to the office
buildings in Munich, the offices in Hamburg, Deggen-
dorf, Dusseldorf, Hauppauge, Portland, Baron, Milan,
Madrid, Birmingham, Dubai and Singapore and the pro-
duction site in Lublin. Lease payments are mostly related
to corporate vehicles.

At the reporting date, 76,799 thousand euros in orders
placed with suppliers were still outstanding (previous

year: 69,174 thousand euros).
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Segment reporting

In accordance with IFRS 8 (Operating Segments), seg-
ments are defined using the "management approach”.
Segments are defined and information on these seg-
ments is thus disclosed according to internal criteria
used by Company management to allocate resources and
evaluate segment performance. The segment reports
below were prepared in accordance with this definition,
using as key indicators orders received, order backlog,
revenue, EBIT and net income for the year.

DATA MODUL is, in the company's own assessment,

innovative flatbed displays, monitors, electronic subas-
semblies and complete information systems.

DATA MODUL displays and easyTOUCH displays, elec-
tronic subassemblies and custom products for use in
industrial applications and the automotive industry com-
prise the Displays business segment.

The Systems business segment comprises our easy-
Board, easyPanel and easyEmbedded solutions as well
as special monitors for applications in marine naviga-
tion and medical devices. This business segment also

serves customers in the airport, rail and digital signage

the European market leader in display technology. industries.

DATA MODUL develops, manufactures and distributes

Business segments

Segment results Fiscal year 2018 Fiscal year 2017

. Group . Group

KEUR Displays Systems total Displays Systems total
Revenue from product sales 117,454 122,001 239,455 122,306 92,523 214,829
Service revenue 172 1,790 1,962 278 3,149 3,427
Total revenue 117,626 123,791 241,417 122,584 95,672 218,256
Research and development expenses (2,200) (3,235) (5,435) (1,963) (3,405) (5,368)
Selling and general administrative expenses (14,164) (13,395) (27,559) (14,182) (12,113) (26,295)
Amortization of intangible assets and depreci-

ation on property, plant and equipment (677) (1,809) (2,786) 676) (1,735) (2,411)
Segment results (EBIT) 8,316 12,485 20,801 9,387 6,526 15,913
Interest income 0 1 1 4 12 16
Interest expense 32) 42) 74) (72) 48) (120)
Income tax (2,208) (4,244) (6,451) 2,471) (2,715) (5,186)
Net income for the year 6,076 8,201 14,277 6,849 3,774 10,623
Investments in intangible assets, property, 3,022 2,616 5,638 1,647 2,780 4,427

plant and equipment, and financial assets



Breakdown by geographical region

Regarding the geographical region data, revenues are
allocated to countries applying to the country of des-
tination principle. Non-current assets are allocated to
the location of the respective asset. 'Domestic' refers to
the headquarters of the parent company Data Modul AG
located in Germany.

Revenue

Displays segment

KEUR 2018 2017
Domestic 61,761 64,310
Fore.gn .................................................... 553 6 5 .......... 53274 .
Total 117,626 122,584

Systems segment

KEUR 2018 2017
Domestic 61,205 44,981
Fore,gn .................................................... 6258 6 .......... 50691
Total 123,791 95,672

Non-current assets

KEUR 2018 2017

Domestic

Total domestic 18,895 16,064
Formgn .....................................................................................
........ |ntang|b[easset512
R Proper t y plan tand eq u . pment .............. 24 2 1 ............ 240 0 .
Totalfore|gn ................................................ 24 2 2 ............ 240 2 .

Total 21,318 18,465
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Supplementary Disclosures

Corporate governance

DATA MODUL AG is the only listed company of the Group
to provide shareholders online access to disclosures
stipulated under Sec. 161 of German Stock Corpora-
tion Act (Aktiengesetz, [AktG]) and in Sec. 289f Ger-
man Commercial Code (HGB) on the Company website
www.data-modul.com, in the Corporate Governance sec-

tion.

Related and affiliated companies

According to IAS 24 (Related Party Disclosures), transac-
tions with persons and entities that are influenced by the
reporting entity or could control the reporting entity are
to be disclosed unless these have already been included
in the Consolidated Financial Statements as consolidat-
ed entities.

On April 23, 2015, Arrow Central Europe Holding Munich
GmbH notified the Company that its shareholding in
DATA MODUL AG had exceeded the 50% threshold. Since
that date, Arrow Central Europe Holding Munich GmbH
has been the controlling company of DATA MODUL AG
within the meaning of Sec. 17 AktG.

DATA MODUL AG in turn is a dependent company of
Arrow Central Europe Holding Munich GmbH, Fiirsten-
feldbruck, and of the Arrow Group parent company Arrow

Electronics Inc., Centennial, CO, USA.

Business transactions with the Arrow Group in fiscal
2018 included 109 thousand euros in purchases (pre-
vious year: 136 thousand euros) and 0 thousand euros
in sales (previous year: 76 thousand euros). As of the
reporting date, unsecured liabilities due to the ARROW
Group totaled 11 thousand euros (previous year: 3 thou-
sand euros), while receivables from the ARROW Group
totaled 0 thousand euros (previous year: 15 thousand
euros).

The DATA MODUL consolidated financial statements
include all subsidiaries in which the parent company,
DATA MODUL AG, holds an indirect or direct majority of
voting rights.
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Affiliated companies

Net
Share IFRS income
. . hold- !

Company name, registered office . equity  for the

ing

year

in % KEUR KEUR
DATA MODpLWe|kershe|m GmbH, 100 9,137 998
Weikersheim, Germany
DATA MODUL France SARL, Baron, 100 958 183
France
DATA MODUL Iberia S.L., Madrid, 100 2,494 236
Spain
DATA MODUL Inc., New York, USA 100 3,317 845
DATA MODUL Italia S.r.l., Bolzano, 100 1,147 311
Italy
DATA MQDUL Ltd., Birmingham, 100 1,734 455
United Kingdom
DA'!'A MODUL Suisse GmbH, Zug, 100 (119) 11
Switzerland
DATA MODUL H.ong Kong Ltd., 100 849 591
Hong Kong, China
DATA MODUL Electronic Technolo-
gy (Shanghai) Co., Ltd., Shanghai, 100 (186) (325)
China
Conrac. Asia Display Products PTE 100 1,214 209
Ltd., Singapore
DATA MODUL FZE, Dubai, VAE 100 248 (167)
DATA MODUL Polska sp. z 0.0, 100 937 88)

Warsaw, Poland

Remuneration report

The remuneration structures for the Executive and Super-

visory Boards is elaborated in the Group Management

Report in the section "Remuneration report".

Executive Board member remuneration

The disclosures on compensation paid to the Executive

Board member in fiscal year 2018 take into account the

recommendations per German Corporate Governance

Code (GCGQ) in addition to applicable accounting princi-

ples (GAS 17, HGB/German GAAP, IFRS):

Dr. Florian Pesahl
Compensation CEO
packages granted Appointed: January 1, 2010
KEUR 2017 2018Y 2018 2018
(min)  (max.)
Fixed remuneration 230 230 230 230
Fringe benefits 16 31 31 31
Total 246 261 261 261
One—yearva.rlable 147 147 0 147
Sompensation® | . S
Multi-year \{arlible 73 73 0 73
OIS At e
Executive bonus 2017 73 0 0
Executive bonus 2018 0 73 0 73
Total compensation
laccordingto GCGO) | ool
Service cost 0 0 0 0
Total compensation
(according to GAS 17) 466 = 261 aed

D Not taking into account any deferrals.

2 According to his employment contract, Dr. Pesahl's execu-
tive bonus package contains a long-term incentive by virtue
of which only two-thirds of the accrued executive bonus is to
be paid out upon adoption and approval of the consolidated
financial statements, the third portion only being disbursable
if the Group remains profitable in the fiscal year following.

? Bonuses were approved in 2018 for Dr. Pesahl based on his
contract in the amount of 119 thousand euros for performance

in the year 2017, and 83 thousand euros for the year 2018.

Compensation paid to the Executive Board member in

fiscal year 2018 breaks down as follows:

Dr. Florian Pesahl
CEO

Compensation Appointed: January 1, 2010
KEUR 2018 2017°
Fixed remuneration 230 230
Fringe benefits 31 16
Total 261 246
One-year variable
147 220
compensation |
Multi-year variable
) 0 50
compensation L
Executive bonus 0 50

2015
Total compensation 408 516




4 Not taking into account any deferrals.

% The Company has an agreement with Dr. Pesahl that he will
remain on the Executive Board through the end of fiscal year
2016 and receive as compensation for not exercising his spe-
cial termination right a one-time payment of 760 thousand

euros in 2017. This was paid out in fiscal year 2017.

As of the reporting date, the Group had pension com-
mitments for former members of the Executive Board as
shown in the table below, indicating annual contribu-

tions to the pension plan.

Pensions Peter Hecktor | Walter Eichner

KEUR 2018 2017 | 2018 2017

Provisions recorded
as of the reporting date

Allocations to
pension provisions

Pensions paid 22 22 27 26

In fiscal years 2018 and 2017, the Executive Board mem-
ber did not receive any loans or similar benefits. Nor did
the Executive Board member receive any remuneration
for offices held at other Group companies.

Supervisory Board member remuneration

Annual remuneration in KEUR 2018 2017
Kristin D. Russell 40 40
ThomaSA Lefﬂer ...................................... 3 0 .................. 19 .
Jlmpeme 0 .................. 11
Wo lfgang . Klem .......................................... 2 0 .................. 20 .
Grand total 90 90

NOTES | CONSOLIDATED FINANCIAL STATEMENTS

Membership of the Executive and
Supervisory Boards

Executive Board member:
Dr. Florian Pesahl, Munich, CEO

Supervisory Board members:

Kristin D. Russell, Chair

Jim Petrie, Vice-Chair

(January 1, 2017 - May 10, 2017)

Thomas A. Leffler, Deputy Chairman

(May 11, 2017 - December 4, 2018)

Richard A. Seidlitz (starting December 18, 2018)
Wolfgang Klein (non-executive employee),

Employee Representative

Auditors’ fees

The Company recorded fees for auditing services in
the amount of 177 thousand euros in accordance with
Sec. 314 (1) No. 9a of German Commercial Code (previ-
ous year: 155 thousand euros). Tax consultancy expens-
es as per Sec. 314 (1) No.9c German Commercial Code in
the amount of 11 thousand euros (previous year: 0 thou-
sand euros) were recorded through profit or loss, as well
as other services as per Sec. 314 (1) No. 9d German
Commercial Code in the amount of O thousand euros
(previous year: 15 thousand euros).

Subsequent events

We are not aware of any significant events that have
occurred after the end of the fiscal year which would
have had a major influence or impact on the Company's
financial position, financial performance and/or cash

flows.
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INDEPENDENT AUDITOR’S REPORT

To DATA MODUL Aktiengesellschaft, Produktion und
Vertrieb von Elektronischen Systemen
Report on the audit of the consolidated financial state-

ments and of the group management report

Opinions

We have audited the consolidated financial statements
of DATA MODUL AG, Munich, and its subsidiaries (the
Group), which comprise the consolidated statement of
financial position as at 31 December 2018, the con-
solidated income statement, consolidated statement
of comprehensive income, consolidated statement of
cash flows and the consolidated statement of chang-
es in equity for the fiscal year from 1 January 2018 to
31 December 2018, and the notes to the consolidated
financial statements, including a summary of significant
accounting policies. In addition, we have audited the
group management report of DATA MODUL AG for the
fiscal year from 1 January 2018 to 31 December 2018.

In our opinion, on the basis of the knowledge obtained
in the audit,

- the accompanying consolidated financial statements
comply, in all material respects, with the IFRSs as
adopted by the EU, and the additional requirements of
German commercial law pursuant to Sec. 315e (1) HGB
and, in compliance with these requirements, give a
true and fair view of the assets, liabilities, and finan-
cial position of the Group as at 31 December 2018,
and of its financial performance for the fiscal year from
1 January 2018 to 31 December 2018, and

- the accompanying group management report as a
whole provides an appropriate view of the Group’s
position. In all material respects, this group manage-
ment report is consistent with the consolidated finan-
cial statements, complies with German legal require-
ments and appropriately presents the opportunities

and risks of future development.

Pursuant to Sec. 322 (3) Sentence 1 HGB we declare
that our audit and our examination have not led to any

reservations relating to the legal compliance of the con-

solidated financial statements and of the Group man-

agement report.

Basis for the opinions

We conducted our audit of the consolidated financial
statements and of the group management report in
accordance with Sec. 317 HGB and the EU Audit Regu-
lation (No 537/2014, referred to subsequently as “EU
Audit Regulation”) and in compliance with German Gen-
erally Accepted Standards for Financial Statement Audits
promulgated by the Institut der Wirtschaftspriifer [Insti-
tute of Public Auditors in Germany] (IDW). Our respon-
sibilities under those requirements and principles are
further described in the “Auditor’s responsibilities for
the audit of the consolidated financial statements and
of the group management report” section of our audi-
tor’s report. We are independent of the group entities in
accordance with the requirements of European law and
German commercial and professional law, and we have
fulfilled our other German professional responsibilities
in accordance with these requirements. In addition, in
accordance with Art. 10 (2) f) of the EU Audit Regulation,
we declare that we have not provided non-audit services
prohibited under Art. 5 (1) of the EU Audit Regulation.
We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
opinions on the consolidated financial statements and

on the group management report.

Key audit matters in the audit of the consolidated
financial statements

Key audit matters are those matters that, in our profes-
sional judgment, were of most significance in our audit
of the consolidated financial statements for the fiscal
year from 1 January 2018 to 31 December 2018. These
matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in
forming our opinion thereon; we do not provide a sepa-

rate opinion on these matters.

Below, we describe what we consider to be the key audit

matters:



1. Recognition and measurement of development projects

Reasons why the matter was determined to be a key
audit matter: : The capitalization and measurement of
development costs without a specific customer order is
based on the estimates and assumptions by the execu-
tive directors of DATA MODUL AG, which mainly pertain to
the technical and economic feasibility, the amount and
the period of the expected net cash flow generated from
the development projects. Impairments are also recog-
nized if they do not meet certain expectations or have
been re-assessed. The recognition and measurement of
capitalized development projects was a key audit matter
because it requires a great deal of judgment, estimates
and assumptions on behalf of the executive directors.

Auditor’s response: As part of our audit of the recogni-
tion and measurement of development projects without
a specific customer order, we examined the processes
and internal controls implemented by DATA MODUL AG.
We also performed substantive audit procedures. This
included a review of the preparation of all capitalized
development projects and separate reviews on a sam-
ple basis of projects capitalized in the fiscal year in
terms of the ability to recognize development costs, the
executive directors’ assumptions in determining useful
lives and in deciding when to commence depreciation.
Through inquiries of persons entrusted with the matter
and the examination of project documents, we verified
the eligibility for capitalization of the development costs
based on the criteria defined in IAS 38. We reperformed
the calculation of the hourly rate and compared it with
the personnel expenses used in the measurement of
development projects and reconciled the supporting
documentation for the hours worked. To identify indica-
tions of a potential impairment of existing development
projects, we interviewed the executive directors and the
employees responsible and analyzed project-related
margins for products developed in house. Our audit pro-
cedures did not lead to any reservations regarding the
recognition and measurement of development projects

without a specific customer agreement.

Reference to related disclosures: For further information
on the accounting policies applied for the recognition
and measurement of development projects, we refer to

the disclosures in section 4. Recognition and measure-

INDEPENDENT AUDITOR’S REPORT

ment methods “Intangible assets” and section 5. Notes
to the income statement “Research and development
expenses” in the notes to the consolidated financial
statements.

2. Recognition of warranty obligations

Reasons why the matter was determined to be a key
audit matter: The recognition of warranty obligations
was a key audit matter, in particular the general warranty
provisions for the warranty period required by law, obli-
gations from warranties for individual claims and reve-
nue recognition for warranty commitments that extend
beyond the statutory warranty period. The assessment
of warranty obligations is exceptionally uncertain and
requires estimates by the executive directors that could
significantly influence the recognition and amount of
each of the provisions and contract liabilities and thus
the financial position and financial performance as well.

Auditor’s response: In the course of our audit of the com-
pleteness and measurement of provisions for warranty
obligations, we carried out analytical audit procedures
and substantive testing.

To determine the potential significant individual war-
ranty provisions for a specific claim or claims asserted
and whether the estimates of the executive directors
regarding the expected cash outflows are appropriate,
our audit procedures included interviewing the executive
directors and other persons within the Group entrusted
with these matters, obtaining confirmations from exter-
nal legal advisors and assessing the internal statements
on the recognition and measurement of warranty provi-
sions in the consolidated financial statements.

We reperformed the calculations of the general warran-
ty provisions and compared the significant assumptions
made with the internal reporting. We also analyzed
changes to the carrying amounts compared to the prior
period and interviewed the executive directors. To review
the completeness of warranty provisions, we examined
the warranty expenses for any indication of circumstanc-
es not yet taken into account.

Our audit procedures with regard to revenue recognition
for extended warranty periods also comprised the review
of the underlying agreements for the agreed warranty
commitments and warranty periods. Furthermore, the
carrying amounts were compared with those from pre-
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vious periods and this analysis was discussed with the
employees tasked with this by the Company; the relevant
assumptions made for revenue recognition were also
compared with actual developments.

Our audit procedures did not lead to any reservations as
regards the recognition of warranty obligations.

Reference to related disclosures: : We refer to the disclo-
sures in section 4. Recognition and measurement meth-
ods “Provisions” and “Revenue recognition, income
and expenses” and section 6. Notes to the statement
of financial position Note 14 “Provisions” and Note 15
“non-current and current contract liabilities” as regards

the measurement policies used for derivatives.

Other information

The Supervisory Board is responsible for the Superviso-
ry Board Report. Otherwise, the executive directors are
responsible for other information. The other information
comprises the following components designated for the
2018 annual report: DATA MODUL at a glance, Executive
Board Report, DATA MODUL Worldwide, DATA MODUL
Product Portfolio, Highlights, Corporate Governance Dec-
laration, Corporate Responsibility, Corporate Governance
Code Declaration of Conformity and Management Repre-
sentation and Supervisory Board Report. We received a
copy of this ‘Other information’ by the time this auditor’s
report was issued.
Our opinions on the consolidated financial statements
and on the group management report do not cover the
other information, and consequently we do not express
an opinion or any other form of assurance conclusion
thereon.
In connection with our audit, our responsibility is to
read the other information and, in so doing, to consider
whether the other information
- is materially inconsistent with the consolidated finan-
cial statements, with the group management report or
our knowledge obtained in the audit, or
- otherwise appears to be materially misstated.

Responsibilities of the executive directors and the
supervisory board for the consolidated financial state-
ments and the group management report

The executive directors are responsible for the prepa-
ration of the consolidated financial statements that
comply, in all material respects, with IFRSs as adopted
by the EU and the additional requirements of German
commercial law pursuant to Sec. 315e (1) HGB, and that
the consolidated financial statements, in compliance
with these requirements, give a true and fair view of the
assets, liabilities, financial position and financial perfor-
mance of the Group. In addition, the executive directors
are responsible for such internal control as they have
determined necessary to enable the preparation of con-
solidated financial statements that are free from materi-
al misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the
executive directors are responsible for assessing the
Group’s ability to continue as a going concern. They also
have the responsibility for disclosing, as applicable,
matters related to going concern. In addition, they are
responsible for financial reporting based on the going
concern basis of accounting unless there is an intention
to liquidate the Group or to cease operations, or there is
no realistic alternative but to do so.

Furthermore, the executive directors are responsible for
the preparation of the group management report that,
as a whole, provides an appropriate view of the Group’s
position and is, in all material respects, consistent with
the consolidated financial statements, complies with
German legal requirements, and appropriately presents
the opportunities and risks of future development. In
addition, the executive directors are responsible for such
arrangements and measures (systems) as they have con-
sidered necessary to enable the preparation of a group
management report that is in accordance with the appli-
cable German legal requirements, and to be able to pro-
vide sufficient appropriate evidence for the assertions in
the group management report.

The Supervisory Board is responsible for overseeing the
Group’s financial reporting process for the preparation of
the consolidated financial statements and of the group
management report.



Auditor’s responsibilities for the audit of the consoli-
dated financial statements and of the group manage-
ment report
Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a
whole are free from material misstatement, whether due
to fraud or error, and whether the group management
report as a whole provides an appropriate view of the
Group’s position and, in all material respects, is consis-
tent with the consolidated financial statements and the
knowledge obtained in the audit, complies with the Ger-
man legal requirements and appropriately presents the
opportunities and risks of future development, as well as
to issue an auditor’s report that includes our opinions on
the consolidated financial statements and on the group
management report.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance
with Sec. 317 HGB and the EU Audit Regulation and in
compliance with German Generally Accepted Standards
for Financial Statement Audits promulgated by the Insti-
tut der Wirtschaftspriifer (IDW) will always detect a mate-
rial misstatement. Misstatements can arise from fraud
or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the
basis of these consolidated financial statements and
this group management report.

We exercise professional judgment and maintain profes-

sional skepticism throughout the audit. We also:

- Identify and assess the risks of material misstatement
of the consolidated financial statements and of the
group management report, whether due to fraud or
error, design and perform audit procedures respon-
sive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our
opinions. The risk of not detecting a material misstate-
ment resulting from fraud is higher than for one result-
ing from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the over-
ride of internal control.

- Obtain an understanding of internal control relevant to
the audit of the consolidated financial statements and
of arrangements and measures (systems) relevant to
the audit of the group management report in order to
design audit procedures that are appropriate in the cir-

cumstances, but not for the purpose of expressing an
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opinion on the effectiveness of these systems.

- Evaluate the appropriateness of accounting policies

used by the executive directors and the reasonable-
ness of estimates made by the executive directors and

related disclosures.

- Conclude on the appropriateness of the executive

directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether
a material uncertainty exists related to events or con-
ditions that may cast significant doubt on the Group’s
ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to
draw attention in the auditor’s report to the related dis-
closures in the consolidated financial statements and
in the group management report or, if such disclosures
are inadequate, to modify our respective opinions. Our
conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to

be able to continue as a going concern.

- Evaluate the overall presentation, structure and con-

tent of the consolidated financial statements, includ-
ing the disclosures, and whether the consolidated
financial statements present the underlying transac-
tions and events in a manner that the consolidated
financial statements give a true and fair view of the
assets, liabilities, financial position and financial per-
formance of the Group in compliance with IFRSs as
adopted by the EU and the additional requirements of
German commercial law pursuant to Sec. 315e (1) HGB.

- Obtain sufficient appropriate audit evidence regarding

the financial information of the entities or business
activities within the Group to express opinions on the
consolidated financial statements and on the group
management report. We are responsible for the direc-
tion, supervision and performance of the group audit.

We remain solely responsible for our audit opinions.

- Evaluate the consistency of the group management

report with the consolidated financial statements,
its conformity with [German] law, and the view of the

Group’s position it provides.

- Perform audit procedures on the prospective informa-

tion presented by the executive directors in the group
management report. On the basis of sufficient appro-
priate audit evidence we evaluate, in particular, the
significant assumptions used by the executive direc-
tors as a basis for the prospective information, and
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evaluate the proper derivation of the prospective infor-
mation from these assumptions. We do not express a
separate opinion on the prospective information and
on the assumptions used as a basis. There is a sub-
stantial unavoidable risk that future events will differ
materially from the prospective information.

We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, includ-
ing any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a
statement that we have complied with the relevant inde-
pendence requirements, and communicate with them all
relationships and other matters that may reasonably be
thought to bear on our independence and where appli-
cable, the related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of
most significance in the audit of the consolidated finan-
cial statements of the current period and are therefore
the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes pub-

lic disclosure about the matter.

Other legal and regulatory requirements
Further information pursuant to Art. 10 of the EU Audit
Regulation

We were elected as auditor of the consolidated finan-
cial statements by the Annual General Meeting on
8 May 2018. We were engaged by the Supervisory Board
on 25 September 2018. We have been the group audi-
tor of DATA MODUL AG without interruption since fiscal
year 2002.

We declare that the opinions expressed in this auditor’s
report are consistent with the additional report to the
Supervisory Board pursuant to Art. 11 of the EU Audit
Regulation (long-form audit report).

German Public Auditor responsible for the engagement
The German Public Auditor responsible for the engage-
ment is Peter von Wachter.

Munich, 13 March 2019

Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft

von Wachter Timphaus-Méller
Wirtschaftspriifer

(German Public Auditor)

Wirtschaftspriiferin
(German Public Auditor)



MANAGEMENT REPRESENTATION & 2019 FINANCIAL CALENDAR

MANAGEMENT REPRESENTATION

| represent, to the best of my knowledge and in accordance with the applicable accounting principles for consolidated
financial statements, that the Consolidated Financial Statements present a true and fair view of the Group’s financial
position, financial performance and cash flows, and that the Group Management Report describes fairly, in all material
respects, the Group’s business performance, results and financial position, as well as significant risks and opportuni-

ties of relevance to the Group during the remainder of the fiscal year.

Dr. Florian Pesahl
Chief Executive Officer

FINANCIAL CALENDAR 2019

Quarterly financial report dated March 31, 2019 May 9, 2019
Annual Shareholders' Meeting May 9, 2019
Half-year financial report dated June 30, 2019 August 9, 2019
Quarterly financial report dated September 30, 2019 November 8, 2019

The DATA MODUL 2018 Annual Report is available in German and English.

Further information about DATA MODUL:

DATA MODUL AG

Investor Relations

Landsberger Strasse 322, 80687 Munich, Germany
Tel. +49-89-56017-105, Fax +49-89-56017-102
E-mail: investor-relations@data-modul.com

Internet: www.data-modul.com

Translated by:
Sam Stallard, M.A. Germanistik, staatlich anerkannter Ubersetzer und Dolmetscher, stallard.translator@gmail.com
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