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MANAGEMENT REPORT

I. Company basics

iteratec is the independent software and IT service provider with the highest competence density. Over 350 employees relieve companies in the entire DA-CH area in
handling complex IT tasks. Iteratec relieves its customers with high quality advice and tailor-made solutions. The spectrum of tasks ranges from the development of IT and
digitization strategies through technology and innovation consulting to the individual programming of complete systems.

Eberhardt and Goerke have developed their own process model that provides for an iterative and incremental creation of the project results. At that time, in the mid-1990s,
there were no other iterative models such as B. the later popular Rational Unified Process (RUP), still agile methods such as serum. The latter is based on such an iterative
approach as iteratec developed it almost 20 years ago, and today it is practically the basis of the vast majority of development projects worldwide. It is also spreading
rapidly. iteratec is one of the first protagonists for the use of iterative and agile methods in software development,

Short distances, flat hierarchies and a culture of open doors promote team spirit in the company. The iteratec project teams are always a balanced mixture of experience
and committed pioneering spirit. Customers know and appreciate that. Customers such as Audi, BMW, Daimler, Lufthansa, Deutsche Bahn, Otto and many other well-
known companies appreciate the high level of expertise of the team and entrust iteratec with challenging and diverse projects.

The greatest possible competence is a necessary prerequisite for long-term top performance in a very dynamic and highly demanding market. "Competence that takes the
strain" - under this motto, iteratec always strives to support its customers and to deliver innovative and at the same time appropriate solutions for complex tasks. Iteratec's
customers are increasingly confronted with technological changes. These are very often initiated by innovations in information technology. Prominent examples of this are:

• the increasing digitization in all economic and private areas of life,

• the networking between the companies and thus the relocation of business processes across company boundaries,

• dealing with cloud computing,

• the increasing requirements in the area of   IT security,

• the topics: machine learning, data analytics and big data,

• the technical networking of intelligent devices (Internet of Things, Industry 4.0 ...).
These technologies will lead to massive changes in the economy and society in the future. They enable companies to have opportunities, but in many cases also represent
business-critical risks. Iteratec helps its customers in dealing with these technologies and changes in such a way that the customers can use these technologies profitably, in
turn for their customers.

The business areas in detail:

Technology consulting

A solid further development of IT requires well-founded decisions about the use of technologies, architectures and tools. iteratec supports you in the selection as well as in
evaluations and market research. Best practices shorten the decision-making process. Iteratec creates the basis for further improvements with technical reviews.

• Selection and evaluation of technologies

• Tool and product selection

• Design and evaluation of software architectures

• Implementation of innovation projects together with the iteratec Innovation Lab

• Creation of MVP's (Minimum Viable Products)

• Creation and verification of technical concepts

• Coaching and training of project teams
Implementation of IT projects

On the basis of professional project management, iteratec develops appropriate software systems in different technologies. From the conception to the rollout, iteratec
takes over all work steps. Modern software engineering with high quality standards through all phases of the life cycle is just as important as a tailor-made migration of the
old systems.

Projects are under high cost and time pressure. Iteratec ensures project success with project experience, its own process model and iteratec engineering. The takeover of
complete software and infrastructure projects round off the offer.
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• Conception, implementation and further development of software systems

- Implementation of strategic, professional and technical concepts

- Software development

- Integration and migration of individual or product-based software
landscapes

• Design and construction of infrastructures

II. Economic report

1.) Macroeconomic and industry-specific framework conditions

1.1) Overall view of the German economy 2018 

The good economic development from previous years cooled down somewhat in 2018. Multiple forecasts by the major German economic institutes about an imminent and
almost complete recession reflect the overall picture.

Nonetheless, the price-adjusted gross domestic product increased further in 2018 by 1.5% (compared to 2.2% in 2017). The German economy grew for the eighth year in a
row. Compared to previous years, however, the pace has slowed down significantly. A longer-term view shows that German economic growth in 2018 was still above the
average of the last ten years (2007 to 2017) of 4-1.2%. However, the increase in BW in Germany (1.5%) is well below the increase in GDP in the euro zone with 2.1%.

The largest increase in price-adjusted gross value added was achieved in the information and communication service area, at 3.7% (compared to 3.9% in the previous
year). Iteratec's activities are fully assigned to this service area.

The reasons for the positive growth impulses came primarily from Germany at 1.7% in 2018; such as For example, the increase in gross fixed capital formation by 1%, the
increase in private consumer spending by 0.5% and the increase in government consumer spending by 0.2%. In contrast, the external balance showed a minus of 0.2%.

In connection with the good economic development, a new high in the number of people in employment since reunification was reached again in 2018. The economic
output was achieved on an annual average in 2018 by around 44.8 million employees based in Germany. That was approx. 562 thousand people or 1.3% more than a year
earlier with 44.3 million people in employment.

According to preliminary estimates based on the labor force survey harmonized in the European Union, there were almost 1.5 million unemployed in Germany on average
in 2018. That was 130 thousand people fewer than in 2017 (- 8.0%), which means that the number of unemployed is at its lowest level since reunification. The
unemployment rate fell from 3.5% in 2017 to 3.2% in 2018. In an international comparison, the unemployment rate in Germany is currently at a very low level and in 2018
was only half the EU average.

1.2) Overall view of the German ICT industry and software market 2018 

According to statistics from the industry association BITKOM, total sales in the ICT industry increased by 1.5% to around € 168.5 billion compared to 2017 (compared to
an increase from 2016 to 2017 of 2.2%). Business in the software sector showed the strongest growth with an increase of 6.3% (analogous to 2017). Information
technology remains the most important pillar of growth with a share of 54% in the ICT market and an increase of 2.5% compared to 2017.

 Source: Federal Statistical Office, 2018 gross domestic product for Germany, January 2019  
 Source: BITKOM 

At € 66.8 billion, around 40% of total sales in the ICT sector are attributable to software and IT services, which include IT consulting and project business. As in the
previous year, the increase in sales compared to 2017 was around 3.9%.

According to statistics from the industry association BITKOM, the number of employees in Germany in the ICT industry rose by around 40 thousand to 1,174 thousand in
the reporting year compared to 2017 as a result of digitization. This trend is expected to continue. According to a recent Bitkom study, at the end of last year, 82,000
positions were vacant for IT experts. In 2017 there were only 55 thousand - an increase of 49 percent within one year. In 2019, another 42 thousand new jobs will be
created and filled. According to Bitkom President Achim Berg, we need an offensive for more digital competence. To meet the digital challenge, we need many more
digital experts.

2.) Course of business and situation

2.1.) Company development

iteratec has been growing continuously since it was founded in 1996 and has been generating profits every year since then. The positive economic development continued
in the year under review. The increase in total output from 2017 to 2018 was 18% (compared to the increase from 2016 to 2017 of 16.8%). The gross profit increased by
14.4% (compared to the increase from 2016 to 2017 of 15.6%). The level of growth depends primarily on the recruitment of new, highly qualified employees. Due to
enormous efforts in personnel acquisition, a number of highly qualified IT specialists and consultants were newly hired in 2018. New hires usually lead to increased
internal expenses as part of the induction process. Despite the increase in the number of employees, the overall capacity utilization was even higher than in 2017.

The use of external partners in projects is not iteratec's business model. The focus is on the customer's requirements. In individual cases, certain special skills are required
that are not fulfilled by the company's own employees. Personnel requirements in projects often have to be met at very short notice. become. Due to increasing competition
from other larger system houses and from user companies, recruiting employees became even more difficult in the year under review. Overall, the needs from the projects
were higher than the available permanent employees. This gap could only be closed by increasing the use of external forces.

The increase of around € 2 million is due, among other things, to the fact that it also includes the sales performance of the subsidiary iteratec Sp.z oo based in Breslau
(Wrocław / Poland) in the amount of € 1,063 thousand in the 2018 reporting year.

The business figures in detail:

In 2018, sales amounted to € 43,147 thousand compared to € 36,955 thousand in 2017 (plus 16.7%). Taking into account the change in inventories of finished and
unfinished products, the total output in 2018 was € 44,327 thousand compared to € 37,572 thousand in the previous year (plus 18%). The gross profit in the reporting year
was € 36,863 thousand compared to € 32,200 thousand in 2017.

The annual turnover is broken down into the three business areas as follows:

IT management consulting: € 1,726 thousand; 4% (2017: € 2,217
thousand)

Technology consulting: 3,452 Th. €; 8th % (2017: € 1,848
thousand)

Implementation of IT projects: 37,969 thousand €; 88% (2017: € 32,890
thousand)

and by country:      
Germany 40,750   (2017: € 34,880

thousand)
Austria 2,397   (2017: € 2,075

1

2

1
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thousand)
2.2.) Financial position

The balance sheet total as of December 31, 2018 was € 23,589 thousand (2017: € 20,980 thousand). Of this amount, € 2.668 million are fixed assets, € 20.575 million
current assets and € 346 thousand accrued and deferred items. The ratio of fixed assets to total assets is around 11% (2017: 11%).

Investments in fixed assets amounted to around € 1,161 thousand (2017: € 2,122 thousand).

The liabilities side consists of equity of € 8,875 thousand (2017: € 10,017 thousand), provisions of € 7,335 thousand and liabilities of € 7,379 thousand. Of the provisions,
€ 934 thousand related to pension provisions, € 277 thousand to tax provisions and € 6,124 thousand to other provisions. Own funds account for 37.6% (2017: 47.7%) of
the balance sheet total. No deferred taxes are reported.

The trade payables amount to 4.5% of the balance sheet total and are completely covered by liquid funds.

Against the background of the future planned development of business operations, adequate equity capital remains a goal of the shareholders.

2.3.) Financial position

The company's financial position in the year under review is in order. The cash flow from operating activities: € 4,783 thousand (2017: € 697 thousand), netted with the
cash flow from investing activities: minus € 1,159 thousand (2017: minus € 2.095 thousand), resulted in a change in cash and cash equivalents of plus 624 thousand. €
(2017: minus € 2,398 thousand).

2.4.) Profit situation

The annual surplus was € 1,858 thousand compared to € 1,943 thousand in 2017. The EBIT rate in 2018 was 8.1% compared to 9.1% in 2017.

The number of employees according to commercial law (Section 267 (5) and 285 No. 7 HGB) was 384 in 2018 compared to 300 in the previous year.

Personnel costs increased to € 26,655 thousand in 2018 compared to € 23,141 thousand in the previous year. The appropriate return on equity expected by the shareholders
is guaranteed.

III. Branch report

Iteratec has branches in Frankfurt, Hamburg, Stuttgart, Düsseldorf and Vienna as well as two subsidiaries, kobaltblau AG (formerly iteratec AG), in Switzerland (Zurich)
and iteratec Sp. Z oo based in Breslau (Wrocław / Poland) .

IV. Forecast report

Increasing investments in ICT can also be expected in 20I9.

The technological innovations and the increasing digitization of business processes and business models are leading to an increased demand for IT experts in the current
year. Iteratec's competency density as well as the increasing internal promotion of innovative strength offer the best basis for serving this demand with highly qualified IT
experts and consultants. However, the acquisition of personnel will again become significantly more difficult and is still the greatest challenge for a future-proof business
development.

Against the background of the challenges and the operational risks, iteratec expects a further increase in sales for the 2019 financial year. The growth in total output in the
current year will probably be in the range of 8% - 10%. The growth forecast of 6% - 8% in the previous year was exceeded in the year under review (increase of 18.0%).

The order backlog as of the balance sheet date was around € 19 million.

A comparable result is calculated for the 2019 financial year as in the reporting year. For the following years, the company continues to expect positive development,

V. Opportunities and risks of future development

1.) Risk report

Risks from the general market situation

According to the BITKOM press report of January 10, 2019, 42 thousand additional jobs are expected to be created in the ICT industry in 2019.

The engine for the future need for IT experts is digitization. The disruptive changes to be expected from digitization harbor considerable risks for established business
models and thus call into question the right to exist of companies and even entire industries. If companies are not able to react to the changes with the necessary flexibility
and resilience, they run the risk of losing their core business content (e.g. through the loss of customer relationships). On the other hand, there are also opportunities for
new business content that is increasingly shaped by technology. The digital transformation will create winners and losers.

Since technological change is also largely shaped by the use of IT, this will lead to an even greater need for IT experts in the future. Software houses and IT service
providers who can meet this need and actively shape it with innovative solutions are more likely to be among the winners.

It is therefore strategically absolutely necessary that iteratec continues to be an innovation driver in the context of the digital revolution. iteratec is currently meeting the
demands of customers and the market to shape and advance technical innovation and the utilization of technologies. To ensure that this is also guaranteed in the future,
measures have been implemented to increase our own innovative strength and also to make corporate management more flexible.

This includes, among other things:

• The creation of freedom for all employees to work independently and without control on innovative ideas and topics.

The iteratec team has these skills and is given the necessary freedom to develop new ideas for its customers. For this purpose, iteratec has its own hackathons
(called iterathons) or participates in those of the customers. In the meantime, many of the resulting ideas have become valuable contributions to the company's
success (for example the award-winning OpenSpeedMonitor, the Secure Code Box, the Synapse tool or the iteraHub, an iteratec internal communication
platform). In order to give these innovative ideas even more space, iteratec successfully continued the Innovation Frei-Day in 2018.

• Expansion of the student lab.

The first ideas for attracting more students and interns from previous years were consistently pursued and implemented in 2018. The Studi-Lab established in
2016 was enlarged and further expanded. This employs an average of 100 students and interns. The students are trained within the framework of innovation and
research projects by iteratec colleagues or even experienced students and are integrated bit by bit into the professional software development projects.

• The continuous further development of the corporate culture and corporate values.

The iteratec value system is based on openness, fairness, transparency, appreciation and justice. In order to further develop these values   in dialogue with all
colleagues of the company and to make values   tangible, iteratec has initiated the seminar format Augenhöhe @ iteratc. It is about the iteratec management
culture. The seminar is offered to all iteratec employees regardless of age, professional experience, training, role, length of service, etc. and is carried out by the
founders themselves.

• The establishment of internal innovation processes.

Starting at the beginning of 2017, an innovation core team was established in the company under the direct operational management of a managing director. The
main task of this core team is to bundle all of the innovation activities and translate them into specific projects. Lean start-up methods are used here,
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All measures contribute to creating a working atmosphere in which creativity and innovation are promoted in the best possible way. At the same time, we are increasing
the attractiveness of iteratec in universities and technical colleges.

Operational risk

Iteratec's good reputation on the market, recommendations from existing customers and the expansion of networks in the industry resulted in inquiries from existing
customers increasing in 2018 and new customers relying on iteratec's services. Overall, it was possible to increase the customer base by around 16 new customers in the
year under review. The total turnover with these new customers was around € 750 thousand.

The distribution of sales by industry in the reporting year was as follows:

• Automotive 43%
• Transport & logistics 12%
• Energy 10%
• Finance & Insurance 8th %
• IT 7%
• Trade 5%
• Aviation 3%
• Rest (industry, public sector, ...) 12%

The share of sales in the automotive sector is still very high at 43% (2017: 42%). Since sales are distributed across four large German automobile manufacturers and the
content-related digitization, innovation and process topics are very different, operational risks could be further minimized here. The German automotive industry is
currently in a state of upheaval. It is countering the expected change in the direction of self-driving vehicles and a higher proportion of electromobility with considerable
innovations in technological change and digitalization. Iteratec is also involved in various projects. Based on the results already achieved, Given the increasing sales
figures and the ability to mass-produce, we assume that our customers will continue to have a very good market position in the future. Nevertheless, risks remain here,
which are countered by increased acquisitions outside the automotive industry.

Despite a good mix of industries, it is important for iteratec to further diversify the industry and customer base in the future. The expertise and good reputation gained in
the field of innovation and technology from the automotive industry is a good starting point for gaining new customers' trust.

The following measures were taken to reduce operational risks:

• Expansion of the customer base in various industries

• Strengthening the acquisition of medium-sized customers

• Expansion of the range of services in the field of innovation consulting and innovation development by opening the iteratec Innovation Lab for cooperation with
customers

• Strengthening the iteratec brand by focusing on our core competencies and specifying our service portfolio

- Stronger internal identification with our brand core

- Consistent external presentation via the brand contact
points

• Increase in hourly rates

• Reduction of the proportionate internal administration costs through increasing IT process support and greater focus on the needs of customers

• Targeted investment in promising topics such as B. Machine learning, blockchain technology, IOT, cloud computing, ...

• Strengthening innovative strength through internal processes and freedom as well as partnerships with start-up companies and universities
Personnel risks

The need for IT specialists could not be adequately covered by IT service providers in 2018 either. The same applied to iteratec. The project inquiries and opportunities
exceed the available capacities. In addition to the general lack of qualified IT staff in Germany, iteratec places particularly high demands on its employees, which only a
relatively small number of candidates can meet. The immense competition for highly qualified skilled workers in turn leads to higher expenses in the search for personnel
as well as to an increase in personnel costs.

The basis for the success and constant growth of iteratec is the excellent team and the employee-oriented corporate culture. Iteratec regularly conducts employee surveys in
order to be able to further develop the further training offer, health care and social benefits in a targeted manner. The company has received multiple awards in various
categories as a "Great Place to Work". In addition to project business, the team is also very committed to the further development of the company and works independently
on new ideas, for example as part of the Innovation Free Day and technologies.

The unavailability of our own qualified employees and thus the bottlenecks in staffing customer projects is one of the main risks for sustainable business development. An
essential measure to counteract this risk was the establishment of the new office in Breslau (Wrocław / Poland) in 2017. Due to the very high number of highly qualified
graduates in the field of computer science, the labor market situation in Wroclaw is compared to Germany and Austria , even more relaxed. In addition, due to the
geographical location of Wroclaw and the historical development of the city and region, only new colleagues with very good German language skills could be recruited.

The organizational structure of the office in Wroclaw was set up in 2017 so that operations could start in 2018. The availability of highly qualified and German-speaking
IT experts at the Breslau location offers iteratec the opportunity to further expand the group of colleagues while maintaining the existing and very high competence
requirements. At the end of 2018, iteratec Sp. Z oo, based in Breslau (Wrocław / Poland), already had 16 employees. According to current planning, we are assuming that
at least 20 employees will be employed at the site by the end of 2019.

Another essential measure to increase iteratec's attractiveness on the applicant market is the provision of appropriate, easily accessible and attractive workspaces. With
great care and with the involvement of the employees, new business premises were searched for at a total of three locations in 2018 and designed to be attractive. In the
year under review, completely new business premises were moved into at the Wroclaw, Düsseldorf and Frankfurt locations.

In addition, the measures already started in previous years were further strengthened:

• Development, specification and strengthening of the iteratec brand

• Greater relocation of development projects to virtual teams at different iteratec locations, particularly with the involvement of the Wroclaw location

• Intensification of employee acquisition through participation in recruiting fairs, direct search and support from personnel consultants

• Stronger active presence in digital media (especially Twitter, Facebook, XING, LinkedIn,

• Intensification of staff marketing
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• Consistent application of a stringent applicant selection process

• Appropriate and fair salary models

• Utilization of employee benefits (e.g. health care programs, allowances for meals, travel expenses, JobRad, JobTicket, ...)

• Increasing presentation of the internal corporate culture to the outside world. (e.g. iteratec website: "iteratec insight")

• Intensification of the cooperation with universities and research institutions as well as the recruitment of working students and interns and the awarding and
supervision of diploma theses

• Participation in employer branding competitions such as Great Place to Work
The measures have meant that further highly qualified employees and students could be hired in 2018.

 

Munich, May 10, 2019

Klaus Eberhardt, managing director

Mark Goerke, managing director

Michael Schulz, managing director

ASSETS

December 31, 2018 December 31, 2017
€ €

A. Fixed assets    
I. Intangible Assets    
EDP   software 132,026.92 45,830.00
  132,026.92 45,830.00
II. Tangible assets    
Other equipment, factory and office equipment 2,439,816.00 2,188,347.00
Payments on account and assets under construction 20,773.95 0.00
  2,460,589.95 2,188,347.00
III. Financial assets 75,722.00 75,722.00
B. Current Assets    
I. Receivables and other assets    
1. Trade accounts receivable 12,293,855.56 9,024,443.17
2. Receivables from affiliated companies 548,184.71 645,156.15
3. other assets 1,739,969.07 3,411,329.58
  14,582,009.34 13,080,928.90
II. Cash in hand, bank balances 5,993,263.21 5,367,782.34
  5,993,263.21 5,367,782.34
C. Prepaid expenses 345,960.02 220,973.32
  23,589,571.44 20,979,583.56
LIABILITIES    
  December 31, 2018 December 31, 2017
  € €
A. Equity    
I. Drawn capital 200,000.00 200,000.00
II. Profit carried forward 6,816,991.54 7,874,199.41
III. Annual surplus 1,858,139.85 1,942,792.13
  8,875,131.39 10,016,991.54
B. Provisions    
1. Provisions for pensions and similar obligations 933,673.27 314,934.93
2. Tax provisions 277,216.00 518,702.00
3. other provisions 6,124,170.00 5,515,684.00
  7,335,059.27 6,349,320.93
C. Liabilities    
1. Advance payments received 2,847,164.87 1,350,579.47
2. Trade accounts payable 1,052,018.42 923,256.02
3. other liabilities 3,480,197.49 2,339,435.60
  7,379,380.78 4,613,271.09
  23,589,571.44 20,979,583.56

Income statement for the period from 01/01/2018 to 12/31/2018

2018 2017
€ €

I. Sales 43,147,304.46 36,954,826.18
2. Change in the inventory of work in progress 1,000,305.11 412,381.55
3. other operating income 179,690.34 204,636.68
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2018 2017
€ €

OVERALL PERFORMANCE 44,327,299.91 37,571,844.41
4. Expenses for purchased services -7,463,628.04 -5,371,824.22
GROSS YIELD 36,863,671.87 32,200,020.19
5. Personnel expenses    
a) Wages and salaries -22,865,326.33 -19,805,218.91
b) social contributions -3,790,073.94 -3,336,135.40
- of which for old age pensions: € 65,025.83 (previous year: € 125,000)    
6. Depreciation on intangible and tangible assets -794,057.22 -504,294.52
7. other operating expenses -5,809,910.23 -5,113,951.53
OPERATING RESULT 3,604,304.15 3,440,419.83
8. Interest and Similar Income 81,746.87 91,871.86
9. Interest and Similar Expenses -582,887.00 -408,886.95
FINANCIAL RESULTS -501,140.13 -317,015.09
EARNINGS BEFORE TAXES 3,103,164.02 3,123,404.74
10. Income taxes -1,241,704.57 -1,178,281.82
11. RESULTS AFTER TAXES 1,861,459.45 1,945,122.92
12. Other taxes -3,319.60 -2,330.79
13. ANNUAL PROFIT 1,858,139.85 1,942,792.13

Appendix for the 2018 financial year
I. General information

Iteratec GmbH is based in Munich and is entered in the commercial register at the Munich Local Court (Reg. No. B 113519).

The company is a large corporation i. S. v. Section 267 of the German Commercial Code.

II. General information on the content and structure of the annual financial statements

The annual financial statements were prepared in accordance with the provisions of the Commercial Code in the version of the Accounting Directive Implementation Act
(BilRUG).

The financial statements include the balance sheet, the income statement and the notes. The income statement is prepared using the total cost method.

III. Accounting and valuation principles

The accounting and valuation methods used are based on commercial law.

1. Intangible assets

The intangible fixed assets acquired against payment are valued at acquisition cost and are depreciated on a straight-line basis over their normal useful life.

2. Property, plant and equipment

Tangible fixed assets are valued at acquisition cost less scheduled depreciation. For items with a limited useful life, depreciation is determined using the straight-line
depreciation method.

Additions to movable fixed assets are depreciated pro rata temporis.

Low-value assets with individual acquisition costs of up to € 250.00 are written off in full in the year of acquisition. Low-value assets with acquisition costs of more than €
250.00 to € 800.00 are shown in the schedule of assets and depreciated immediately.

3. Financial assets

Financial assets are valued at acquisition cost or the lower applicable value.

4. Inventories

Work in progress is shown under inventories. The evaluation was carried out with the production costs. The down payments received are openly deducted from the
inventories, exercising the option under Section 268 (5) sentence 2 HGB. Insofar as the advance payments received exceed the partially completed services, these are
shown as liabilities.

5. Receivables and other assets

Receivables and other assets are capitalized at their nominal values. Identifiable individual risks are taken into account by means of value adjustments, if necessary. The
general credit risk is taken into account by means of a general bad debt allowance.

6. Liquid funds

Liquid funds are shown at their nominal values.

7. Active prepaid expenses

Expenditures before the reporting date are shown as prepaid expenses on the assets side, insofar as they represent expenses for a certain period of time after this day.

8. Equity

The subscribed capital corresponds to the share capital according to the articles of association as well as the entry in the commercial register and is paid in full.

9. Provisions for pensions

The pension provisions are valued according to the projected unit credit method. The interest rate on which the calculation is based is 3.21%.

If plan assets are withdrawn from access to all other creditors on December 31, 2018, they will be offset.

10. Other provisions

The other provisions have been set up for all identifiable risks and uncertain obligations based on prudent business judgment. Provisions with a remaining term of more
than one year were discounted in accordance with the provisions of the BilMoG.

11. Liabilities

The liabilities are generally stated with their repayment or fulfillment amounts.
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IV. Information on the balance sheet

1. Fixed assets

The composition and development of fixed assets is shown in the fixed asset schedule in the annex.

The company holds shares of at least 20% in the following companies:

proportion of
Equity December 31,

2018 Annual result 2018
% T € T €

kobaltblau Management Consultants AG, Zurich 100 -1,196 -67
iteratec Sp.z oo, Wroclaw 100 246 276

2. Inventories

The unfinished services of T € 3,096 netted with the advance payments received (T € 3,096) result in a value of T € 0. The excess advance payments are shown under
liabilities C. 1..

3. Receivables and other assets

As in the previous year, the customer receivables have a remaining term of up to one year. The other assets contain receivables with a remaining term of more than one
year in the amount of T € 859 (previous year: T € 696).

4. Subscribed capital

The subscribed capital shown as share capital amounts to € 200,000.00.

5. Provisions

a) The pension provisions were valued according to the projected unit credit method (PUCM) using an actuarial interest rate of 3.21%. An expectancy trend is not
taken into account.

The tax-recognized Heubeck REPORT TABLES 2018 G served as the basis of calculation

Reinsurance policies that serve exclusively to meet retirement benefit obligations and are not accessible to all other creditors (plan assets within the meaning of
Section 246 (2) sentence 2 of the German Commercial Code (HGB)) have a fair value of T € 3,833 with pension obligations of T € 4,766 offset.

The discounting of the pension provisions with the average market interest rate of the past ten years results in a difference of T € 979 (previous year: T € 979 in
accordance with Section 253 (6) sentence 1 of the German Commercial Code (HGB) compared to the discounting with the average market interest rate for the
past seven years 832). This difference is blocked for distribution.

b) The other provisions essentially include provisions for bonuses in the amount of € 2,543 thousand (previous year: € 2,157 thousand), vacation and overtime in
the amount of € 2,495 thousand (previous year: € 2,293 thousand) and services still to be provided in the amount of € 2,495 thousand (previous year: € 2,293
thousand) € 767 (previous year: T € 842).

6. Liabilities

As of December 31, 2018 with a remaining term
up to 1 year up to 5 years more than 5 years

€ € €
1. Advance payments received 2,847,164.87 0.00 0.00
  (Previous year: T €

1,351)
   

2. Trade accounts payable 1,052,018.42 0.00 0.00
  (Previous year: T €

923)
   

3. other liabilities 3,480,197.49 0.00 0.00
  (Previous year T €

2,339)
   

- of which from taxes: 3,394,015.52 0.00 0.00
  (Previous year T €

2,254)
   

- of which in the context of social security: 15,208.75 0.00 0.00
(Previous year: T € 17)    

  7,379,380.78 0.00 0.00
The liabilities are not secured by mortgages.

7. Deferred Taxes

There are deviations between the commercial and tax valuations for pension, vacation and overtime provisions, which lead to deferred tax assets of € 166 thousand
(previous year: € 197 thousand). This is based on an income tax rate of 32%. Activation does not take place due to the identification option in accordance with Section 274
(1) sentence 2 of the German Commercial Code (HGB).

V. Explanations of the income statement

1. Other operating income

The other operating income mainly includes income from non-cash benefits for cars (€ 168 thousand).

2. other operating expenses

The other operating expenses include, in addition to room costs (T € 2,289), advertising and reparation costs (T € 981), costs for recruiting (T € 510).

3. Interest and similar expenses

Interest and similar expenses include expenses from the compounding of provisions in the amount of € 582,761.00 (previous year: € 408 thousand).

VI. Other Information

1. Contingent liabilities and other financial obligations
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The other financial obligations from rental, leasing and maintenance contracts total T € 16,892.

2. Management

a) The managing directors in the 2018 financial year were Mr. Klaus Eberhardt, computer scientist, Oberhaching, Mark Goerke, mathematician, Munich, and
Michael Schulz, computer scientist, Hamburg.

b) With regard to the total remuneration for the members of the management, use is made of the safeguard clause in Section 286 (4) of the HGB.
3. Employees

The company employed the following employees on average in the year under review:

Salaried employees 282
Wage earners 51
students 51

4. Auditor's fee

In the 2018 financial year, fees for auditing services in the amount of T € 25 are recognized as an expense.

5. Events of particular importance after the reference date

There were no events of particular importance.

 

Munich, April 3rd, 2019

Klaus Eberhardt

Mark Goerke

Michael Schulz

The annual financial statements as of December 31, 2018 were adopted by resolution of the shareholders' meeting on June 3, 2019.

Fixed asset movement schedule for the 2018 financial year

Acquisition and manufacturing box
01/01/2018  

€
Additions  

€
Disposals  

€
December 31, 2018  

€
I. Intangible Assets        
EDP   software 230,598.92 123,527.95 42,000.00 312,126.87
II. Tangible assets        
Other equipment, factory and office equipment 3,663,279.66 1,016,485.91 242,224.86 4,437,540.71
Advance payments made, assets under construction 0.00 20,773.95 0.00 20,773.95
III. Financial assets        
Shares in affiliated companies 119,105.33 0.00 0.00 119,105.33
  4,012,983.91 1,160,787.81 284,224.86 4,889,546.86

Accumulated depreciation
01/01/2018  

€
Additions  

€
Disposals  

€
December 31, 2018  

€
I. Intangible Assets        
EDP   software 171,653.92 37,331.03 28,885.00 180,099.95
II. Tangible assets        
Other equipment, factory and office equipment 1,488,047.66 756,726.19 247,049.14 1,997,724.71
Advance payments made, assets under construction 0.00 0.00 0.00 0.00
III. Financial assets        
Shares in affiliated companies 43,383.33 0.00 0.00 43,383.33
  [703,084.91 794,057.22 275,934.14 2,221,207.99

Book values
December 31, 2018  

€
December 31, 2017  

€
I. Intangible Assets    
EDP   software 132,026.92 45,830.00
II. Tangible assets    
Other equipment, factory and office equipment 2,439,816.00 2,188,347.00
Advance payments made, assets under construction 20,773.95 0.00
III. Financial assets    
Shares in affiliated companies 75,722.00 75,722.00
  2,668,338.87 2,309,899.00

Independent auditor's report
To iteratec GmbH

Examination Opinions

We have audited the annual financial statements of iteratec GmbH - consisting of the balance sheet as of December 31, 2018 and the income statement for the financial
year from January 1, 2018 to December 31, 2018 as well as the notes, including the presentation of the accounting and valuation methods. In addition, we have audited the
management report of iteratec GmbH for the financial year from January 1, 2018 to December 31, 2018.

According to our assessment based on the knowledge gained during the audit
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- The attached annual financial statements correspond in all essential respects to the German commercial law regulations applicable to corporations and, in
compliance with the German principles of proper accounting, give a true and fair view of the asset and financial position of the company as of December 31,
2018 as well as its earnings position for the financial year from January 1 .2018 until 31.12.2018 and

- the attached management report gives an overall accurate picture of the company's position. In all material respects, this management report is consistent with
the annual financial statements, complies with German legal requirements and accurately presents the opportunities and risks of future development. Our audit
opinion on the management report does not extend to the content of the above-mentioned corporate governance statement.

In accordance with Section 322, Paragraph 3, Clause 1 of the German Commercial Code (HGB), we declare that our audit has not led to any objections to the correctness
of the annual financial statements and the management report.

Basis for the examination results

We carried out our audit of the annual financial statements and the management report in accordance with Section 317 of the German Commercial Code (HGB) and in
compliance with the generally accepted German auditing principles established by the Institute of Auditors (IDW). Our responsibility in accordance with these regulations
and principles is described in more detail in the section "Auditor's Responsibility for the Audit of the Annual Financial Statements and Management Report" of our
auditor's report. We are independent of the company in accordance with German commercial and professional regulations and have our other German professional
obligations in Compliance with these requirements. We believe

Responsibility of the legal representatives for the annual financial statements and the management report.

The legal representatives are responsible for the preparation of the annual financial statements, which comply in all essential respects with the German commercial law
regulations applicable to corporations, and for ensuring that the annual financial statements, in compliance with the German principles of proper bookkeeping, give a true
and fair view of the assets, finance - and the company's earnings position.

In addition, the legal representatives are responsible for the internal controls that they have determined to be necessary in accordance with German generally accepted
accounting principles in order to enable the preparation of annual financial statements that are free from material - intended or unintentional - misstatements.

When preparing the annual financial statements, the legal representatives are responsible for assessing the company's ability to continue business operations. They are also
responsible for disclosing issues relating to the going concern of the company, if relevant. In addition, they are responsible for accounting for the going concern basis of
accounting, unless actual or legal circumstances conflict with this.

In addition, the legal representatives are responsible for the preparation of the management report, which as a whole provides an accurate picture of the company's position
and is consistent with the annual financial statements in all material respects, complies with German legal requirements and appropriately presents the opportunities and
risks of future development . Furthermore, the legal representatives are responsible for the precautions and measures (systems) that they have deemed necessary to enable
the preparation of a management report in accordance with the applicable German legal regulations and to provide sufficient suitable evidence for the statements in the
management report can.

Auditor's responsibility for the audit of the annual financial statements and the management report

Our objective is to obtain sufficient certainty as to whether the annual financial statements as a whole are free of material - intended or unintentional - misstatements and
whether the management report as a whole gives an accurate picture of the company's position and, in all material matters, with the annual financial statements as well is
in line with the knowledge gained during the audit, complies with German legal regulations and correctly presents the opportunities and risks of future development, as
well as issuing an auditor's report that includes our audit opinions on the annual financial statements and the management report.

Adequate security is a high level of security, but no guarantee that an audit carried out in accordance with Section 317 of the German Commercial Code (HGB) in
compliance with the German principles of proper auditing established by the Institute of Auditors (IDW) will always reveal a material misstatement. Misrepresentations
can result from violations or inaccuracies and are regarded as material if it could reasonably be expected that they individually or collectively influence the economic
decisions of the addressees made on the basis of these annual financial statements and management report.

The website of the Institut der Wirtschaftsprüfer (IDW) contains a more detailed description of the auditor's responsibility for the audit of the annual financial statements
and the management report at www.idw.de/ idw / verlautbaren / bestaetigungsvermerk / hgb-ja-non-pie. This description is part of our auditor's report.

 

Munich, May 21, 2019

OTG Ortenburg Treuhand GmbH  
auditing company

Moritz Graf zu Ortenburg, auditor


