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»,2013 was another
year of change for
technotrans. Even
though the waters were
occasionally choppy or
we sometimes didn’t
have enough wind in
our sails, we held our
course and are
confident we will
ultimately be able to
steer technotrans into
the right harbour.**

Henry Brickenkamp Board of Management Spokesman

HIGHLIGHTS AND KEY FIGURES/

KEY DATA OF THE
TECHNOTRANS GROUP (IFRS)

technotrans Annual Report 2013

2013 2012 2011 2010 2009
Earnings
Revenue €’000 105,207 90,662 97,265 85,887 82,210
Technology €°000 65,988 53,733 61,673 51,388 48,808
Services €’000 39,219 36,929 35,592 34,499 33,402
Gross profit €000 33,124 31,652 30,779 25,457 16,657
EBITDA! €’000 7,815 8,319 7,980 6,585 -4,284
Earnings before interest and tax (EBIT) €'000 4,626 5,357 4,787 3,036 -11,929
Net profit for the period? €’000 3,016 3,094 3,019 1,517 -10,347
as % of revenue % 2.9 34 3.1 1.8 -12.6
Net profit per share (IFRS) €’000 0.47 0.48 0.47 0.24 -1.65
Dividend per share €'000 0.20* 0.12 0 0 0
Balance sheet
Issued capital €000 6,908 6,908 6,908 6,908 6,908
Equity €’000 43,743 40,865 37,291 33,884 31,287
Equity ratio % 59.9 63.2 55.5 50.0 45.2
Return on equity % 7.1 7.9 8.5 4.7 -29.6
Balance sheet total €'000 73,019 64,705 67,215 67,779 69,242
Net debt® €’000 -887 -8,462 4,890 5,895 12,374
Working Capital * €'000 28,254 27,087 18,527 17,126 7,847
ROCE® % 8.4 10.1 8.9 5.7 -21.3
Employees
Number of employees (average) 763 646 659 620 676
Personal expenses €'000 37,022 32,651 33,224 30,843 31,975
as % of revenue % 35.2 36.0 34.2 35.9 38.9
Revenue per employee €000 138 140 148 139 122
Cashflow
Cashflow® €’000 2,693 10,979 5,868 7,418 3,640
Free Cashflow’ €000 -3,433 13,172 3,606 6,287 2,435
Shares
Number of shares at end of period 6,493,474 6,455,404 6,432,775 6,340,035 6,311,415
Share price (max) €000 10.35 7.20 7.51 7.25 6.10
Share price (min) €000 6.90 4.10 4,01 4.40 297

* EBITDA

2 Net profit for the period
3 Net debt

4 Working Capital

5 ROCE

6 Cashflow

" Free Cashflow

EBIT + depreciation on intangible and tangible assets.
profit attributable to technotrans AG shareholders.

financial liabilities + non-current provisions - cash and cash equivalents.

current assets - current liabilities.
EBIT/Capital employed.

cash from operating activities acc. to cash flow statement.

cash from operating activities

+ cash used for investments acc. to cash flow statement.

* Proposal to the Shareholder Meeting.
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OR HOW TO

ACHIEVE MORE
WITH EXPERIENCE

Henry Brickenkamp Board of Management Spokesman/ Dirk Engel Finance Director/ Dr. Christof Soest Technical Director

/

The technotrans Group never stands still. Nor does it run headlong into something new.

Because we make sure we look in the right direction whenever we seek to broaden

our horizons. That way, we transfer everything we can to new areas and into the future.

/

n 2013, too, the technotrans Group demons-

trated that it is capable not just of changing,

but also of systematically accessing new mar-
kets and potential. It thus remained on its suc-
cessful course and received a resounding endor-
sement of its direction. One reason for the com-
pany’s success is its ability in every area to ac-
complish transfer. Henry Brickenkamp, member
of the Board of Management and its Spokesman,
explains what that means in this interview.

Myr Brickenkamp, the 2013 Annual Report
takes the theme of “Transfer”. Why is that topic
so important for you?

technotrans has changed dramatically in
recent years. Not only have we uncovered fresh
market potential in our divisions operating within
the printing industry; we have also used our core
skills to successfully gain a foothold in other in-
dustries. Transfer, in all its facets, was not merely
an essential part of this process; it also proved a
very valuable asset. We always reflected on how
we could use our core skills to be successful in

other areas, too. For that approach to work long-
term, you have to be very focused about exploi-
ting and applying the various aspects of transfer.

Could you explain more?

Certainly. Transfer is all about sharing. With
others within the company, with customers, and
with other partners. At technotrans, that means
making sure we regularly share our experience.
Since 2009, we have been pooling the technical
knowledge that underpins our core skills throughout
the entire company. Also, in 2009 we launched
technotrans industrial system solutions (ttis) along-
side the Print Solutions area to bring together all
the various customer-specific requirements effici-
ently under one roof. That helped us make sure the
systems we supply for different markets are actually
similar in technical terms. And all customers bene-
fit from thatin equal measure. By combining volume
with broader technological expertise, we can offer
sophisticated, innovative technologies at competi-
tive prices. If we want to keep it that way, continually
sharing is absolutely essential.

technotrans: using its own
skills for success in established
and new markets.
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Transfer, in all its facets,
is the key to our success

What else, apart from sharing, does effective
transfer involve?

I’d say anotheressential feature is experience.
It helps prevent mistakes, because mistakes cost
money and also, in the worst case, your customers’
confidence in you. We can’t afford that in either the
print area or in other markets. That’s why we are
systematically concentrating on our core skills.
We have put a robust knowledge management sys-
tem and professional project procedures in place
to cover that. They also for instance help us to
familiarise apprentices or new employees with par-
ticular tasks. At the same time, experience is the
basis for future ventures by the group. We get in-
volved wherever we see scope for using our know-
ledge and skills to bring us success, and for apply-
ing our experience productively.

How does that impact your day-to-day work? In

USING PAST EXPERIENCE TO LOOK TO THE FUTURE:
THE TECHNOTRANS BOARD OF MANAGEMENT.

company forward. This desire for openness unlocks
further opportunities, and thatin turn brings us new
strategic options. So we transform change into so-
mething we can perpetually use to our benefit.

How do you see technotrans’ future, and what
role will transfer play in it?

Transfer will continue to be a core element at
technotrans. We believe it is also about staying
power. The new markets not only have a complex
product spectrum, they often also feature lengthy
development cycles. Without staying power, we
wouldn’t be able to operate in them successfully.
The good thing is we have such staying power and
are reaping its rewards, year after year.

Corporate responsibility has become an increa-

singly important topic in recent years. What role

does it have at technotrans, and what does trans-

other words, what are the key practical issues?

fer mean for you in that context?

Performance is definitely important. techno-
trans operates in exciting markets with sophistica-
ted customers. To succeed there in the long term,
we need to keep up the company’s performance in
every area. Our challenge is to complete projects
within the given timescale, to premium quality stan-
dards, and in an economically efficient way. We are
trying to build that level of performance into tech-
notrans’ DNA and make it part and parcel of how we
dothings. Itwill then ensure we are able to maintain
the competitive edge that we have secured.

Anyone who has been watching technotrans

over the past few vears will have seen a com-
pany that has been successfully transformed.
What do you see as the reasons for this success?

One of our strengths is openness. We are not
satisfied to leave things the way they are, we are
actively on the lookout for fresh opportunities. That
approach has enabled us to tap into a great many
projects and markets. It is also why it is a big pri-
ority for our employees to be open. We encourage
everyone to use their ideas and skills to take our

As an international group of companies, we
are mindful that we bear responsibility wherever
we operate. In that respect social aspects are
every inch as important as environmental factors.
We at technotrans signed up to the Global Com-
pact initiative quite some years ago; it places the
spotlight on important issues such as human
rights and sustainability. We also launch and sup-
port projects that seek to make the world a better
place in the long run. Not because we want to be
a force for good per se, but because we believe
that in the future economic success will only be
possible if the worldwide conditions are right.

Thank you for the interview. wmm
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EXPERIENCE

If you can rely on your accumulated
expertise, you will keep uncovering
new possibilities. That’s why
experience is our most proven tool
for success.
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PERFORMANCE

To mingle with the very best, you
always have to give 100%. That
is part of technotrans’ corporate
philosophy. And it guarantees us
a competitive edge.
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OPENNESS

Change is simply part of life. Those
who fail to embrace it will simply
fail. Reason enough for us always to

| the new. B it brings i,
new potential. K
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STAYING POWER
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SHARING

At technotrans, people talk to
one another. Because we believe
regularly sharing knowledge and
ideas is one of our most precious

assets. It helps us move forward
together.

TRANSFER
WITHIN THE
TECHNOTRANS
GROUP
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I RESPONSIBILITY

As a company, you should act in a
way that causes no harm to humans
or the environment. Whether locally

Success is normally not something
that comes overnight. That is why
at technotrans we are always on
the ball. To guarantee the success
of our projects.

or globally. That is our contribution
to a better future.
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BADEN-BADEN
GERMANY
DAMPENING SOLUTION SYSTEMS BAD DOBERAN
INDUSTRIAL COOLING SYSTEMS GERMANY
COOLING SYSTEMS FOR FILTRATION SYSTEMS INK SUPPLY SASSENBERG TAICANG MT. PROSPECT
ENERGY STORAGE DEVICES COOLING LUBRICANT PREPARATION SPRAY LUBRICATION GERMANY CHINA usa
PRODUCTION
TECHNOLOGY LOCATIONS
TEMPERATURE FLUID INK AND FLUID
CONTROL CONDITIONING TECHNOLOGY PRINTING INDUSTRY
LASER INDUSTRY
STAMPING AND FORMING TECHNOLOGY
TEc::g'lI'JI;ANS EUROPE ASIA AMERICA MACHINE TOOLS
ENERGY STORAGE TECHNOLOGY
SCANNER AND
INDUSTRIAL OTHER MEDICAL TECHNOLOGY, ETC.
SERVICES SERVICES
SALES AND
SERVICES SERVICE LOCATIONS
TECHNICAL SUPPORT TECHNICAL DOCUMENTATION SASSENBERG DUBAI SAO PAULO
PARTS (EDITING, TRANSLATIONS, SOFTWARE) SERMANY UAE BRAZIL
REPAIRS HUNFELD BEIJING
GERMANY CHINA
JULICH HONGKONG
GERMANY CHINA
LANGENBURG SINGAPORE
GERMANY SINGAPORE
GERSTHOFEN MELBOURNE
GERMANY AUSTRALIA
COLCHESTER TOKYO
. . . . . . . UK JAPAN
he technotrans Group is a technology and service | systems supplier to the printing industry, the machine tool
. . . ) ) LEGNANO CHENNAI
company that concentrates successfully on appli- | engineering sector, the laser industry, and the field of stam- TALY INDIA
cations derived from its core skill of liquid techno- | ping and forming technology. In future, we will also increa- ST MAXIMIN DIVISIONS
logy. With 22 locations and over 770 employees, we enjoy | singly turn our attention to other markets and new applica- FRANCE
a presence in all major markets worldwide. The biggest cus- | tions such as scanner and medical technology, and energy MADRID
. . SPAIN
tomers of the technotrans Group come from the printing and | storage technology.
. ) . . ) REGENSDORF
laser industries. Its strategy is to seek sustainable, profit- SWITZERLAND
driven corporate development. The Technology segment is complemented by the Ser-
vices segment. The technotrans business model is rounded
technotrans’ business is divided into two segments: | off by an extensive range of services. These include instal- LOCATIONS
Technology and Services. The Technology segment genera- | lation work, in-situ maintenance and a worldwide parts sup-
tes just under two-thirds of total revenue. Its three business | ply with technical support, as well as customer-specific ser-
units bring together the core skills of cooling/temperature | vice concepts and training. Activities in the field of Technical
control, filtering /separating and spraying/pumping of liquids, | Documentation are another key area of activity for the group,
along with the corresponding control and process enginee- | with its practical services, software solutions and transla-
ring. The focus is on customer-specific systems that tech- | tions used by a diverse portfolio of customers from many
notrans develops and sells in its capacity as the leading | different sectors. mmm EMPLOYEES
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KNOW-
LEDGE

/

For all its successful evolution, technotrans’ core area of business is still the printing industry.

OUR HERITAGE, OFFSET PRINTING.
KEEPING UP THE TRADITION.

It is not only continually changing; the rapid emergence of flexographic printing is also presenting
technotrans with a succession of fresh challenges to use its expertise innovatively and flexibly.
The question we are confronted with is always the same: how can we transfer our core skills
to other areas?

/

EXPERIENCE MAKES YOU GOOD
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WE LEARN WITH EACH OTHER AND FROM EACH OTHER; THAT PUTS OUR EXPERTISE
ON A BROAD FOOTING.

TRANSFER =

PRINT SOLUTIONS/ technotrans Annual Report 2013 15

PETER BOCKER

He has held positions of respon-
sibility at technotrans since 1995.
As worldwide Head of Sales,

he knows the printing industry
inside out and believes its future
prospects are anything but dim.

KNOWLEDGE SYNERGY

+ SUCCESS

. SHARING
| Sharing helps us all move
forward together.

he main task for 2013 in the Print Solu-

tions area was to optimise and increase

the market share. Not just in offset and
flexographic printing, but also in digital printing.
Customers are wanting greater efficiency and hig-
her performance from printing presses. In other
words, even fewer printing presses are being used
to print even more. On top of which, there is a shift
towards large printing houses capable of signifi-
cantly higher output; this is ousting smaller prin-
ters from the market. Another important develop-
ment is the gradual supplanting of newspaper
printing by digital media. Packaging is a notable
success story for the Print Solutions area. Stea-
dily rising worldwide demand for all types of pa-
ckaging brings opportunities for technotrans in
virtually all printing methods. Alongside the trans-

fer potential that our innovative products and tech-
nologies offer, we pay a great deal of attention to
environmental aspects, such as energy efficiency
or the ecological footprint of our products; we are
therefore well placed to handle the challenges of
the future in every arena.

The market movements in the printing indus-
try are also challenging technotrans as a supplier
to adopt new approaches and processes. With its
expertise and international outlook, the company
has a valuable springboard on which to build. Our
subsidiaries worldwide, effective group-wide com-
munication and a well-oiled service network put
us in a position to keep achieving new goals and
results. With transfer playing a decisive role.
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lot From iy collea es.

\

0 From me.

a

THE PRINTING INDUSTRY IS IN A STATE OF CHANGE. GOOD TO KNOW THAT WE ARE SO FLEXIBLE.

For technotrans, sharing experience across
the divisions and disciplines is a major priority.
Such an approach ensures the company’s full
knowledge remains available to all. Our apprenti-
ces are already instructed in the internal proces-
ses and procedures that span the various discip-
lines. One task that involves all divisions is the
vital transfer of knowledge to potential new busi-
ness areas. All this has engendered a culture of
high flexibility and responsiveness. It means tech-
notrans delivers what the market wants, and can
satisfy existing and new customers in the printing
industry.

Measures and innovative technologies that
have been launched or already implemented in
Print Solutions thus offer a promising basis for
the future in the printing press market and also
for expansion into new business areas. We yet
again increased our market share here in 2013.
One milestone was undoubtedly the clinching of
another single-source agreement with one of the
oldest manufacturers of offset printing presses.
technotrans has been supplying dampening solu-
tion circulators and ink roller temperature control
units for over 20 years, and has now secured this
blanket agreement on the back of a long-standing
partnership. By increasing the volume of standard
business, it provides a high degree of sales and
revenue stability, which is tantamount to lasting
success for the Print Solutions area. An existing
single-source agreement with another major prin-
ting press manufacturer has moreover been ex-
tended. This exclusive business relationship de-
monstrates both the huge confidence that major
machinery manufacturers have in technotrans,
and its commitment to excellence in service, pri-
ce and quality.

But technotrans would not be true to itself if
the company did not also seek out fresh potenti-
al. The proof: it has actively acquired new printing
press manufacturers and clients among represen-
tatives and end customers. It has been focusing
especially on the growing markets in Brazil, India,
Southeast Asia and China. International coopera-
tion in the domain of digital printing is proving
equally successful. This printing technology calls
for new technological solutions in the supply in-
dustry, too. A great many projects with digital prin-

PRINT SOLUTIONS/ technotrans Annual Report 2013

ting press manufacturers show technotrans to be
a very attractive partner on the strength of its pro-
duct portfolio and market experience, and one that
is capable of developing and supplying new, ap-
propriate product solutions through its transfer
strategy. In this area, too, we are active worldwide
and are systematically unlocking new applications
and markets.

“PRINT WILL CHANGE,
AND WE WILL CHANGE
WITH I'T, THANKS
TO OUR INNOVATIVE
TECHNOLOGIES.”

The prospects for 2014 are uninspiring and
to some extent difficult to predict, because of con-
flicting currents. On the one hand some areas of
the printing press industry will grow, such as di-
gital printing as portrayed above, but also flexo-
graphic and packaging printing. On the other hand
there are segments of the printing industry that
will remain flat or will shrink. We have adjusted to
these changing conditions and continue to plan
on increased market shares and above-average
growth within those market segments that are
expanding, in order to remain a firm, reliable part-
ner as a systems supplier for all areas of the
printing industry. wm

12.6 %

Our high proportion of apprentices safeguards
our long-term success.

17
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IVIETAL

/" LASER INDUSTRY /

SCI-
ENCE

/

To make a name for yourself in a new market, you need to have something real to offer.

Such as experience and expertise that will prove useful in the new task area. And the courage to look
beyond your own horizons. technotrans has supplied ample evidence of all these virtues

in its successful entry into the laser industry.

/

SCALING TECHNOLOGIES

LASER INDUSTRY/ technotrans Annual Report 2013 19

T B

INDUSTRIAL LASERS REMAIN ON
THE ADVANCE. AND WE'RE PART OF
THAT PROGRESS.
- =
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EXPERIENCE
Our accumulated knowledge is our

i,

most proven tool for success.

he laser industry is one of the fastest-

growing markets around, and is continu-

ally finding new areas of application. It
ranges from the micro to macro scale, and is an
innovation driver. For many applications, it will see
its volume double over the next ten years. The
growth rates, across areas as diverse as medical
technology and machine tool engineering, ave-
rage around 7 % annually. In the field of production
engineering, laser technology already accounts
for about 12 % of the machine tool industry. Ten-
dency rising.

USING FAMILIAR
KNOWLEDGE
10 BUILD NEW
SUCCESS

It is hard to avoid superlatives when talking
about the laser industry. Not just based on the
experience of recent years, but also on the fore-
casts for the future. Reason enough for tech-
notrans to tap fresh potential in this business
area — and successfully so. Through the takeover
of KLH and Termotek, as well as a large number
of development projects, it has rapidly gained a
foothold in this new market. Transfer has played
a decisive role throughout. More than simply wan-
ting to buy up other companies, we have specifi-
cally been on the lookout for options that will allow

LASERS EVERYWHERE FROM HEAVY INDUSTRY TO MEDICAL TECHNOLOGY STAY COOL BECAUSE WE ARE SUCCESSFULLY
APPLYING OUR EXPERIENCE IN NEW MARKETS.
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us to apply technotrans’ wealth of experience. At
the same time it was important to us to integrate
companies that are already known quantities in
the laser market into the technotrans Group, as
a reliable basis for future success.

In many areas, laser technology is redefining
the benchmark for industrial production. The reli-
ability, speed and versatility of lasers are hugely
relevant. The sheer diversity of applications is an
equally important part of this market’s present
and future shape. Alongside established uses in
metalworking, the electronics industry, medicine
and research or in optical storage media, lasers
will become increasingly common in the textile
and food industry, as well as in process enginee-
ring sectors such as fine chemicals and phar-
maceuticals. This is delivering average growth ra-
tes of more than 5% per year. In Germany, the
revenue volume will soar from EUR 17 billion in
2011 to potentially EUR 44 billion in 2020. Anyone
wanting to operate successfully in this highly frag-
mented competitive environment needs to fulfil a
number of important criteria, which technotrans
does with verve.

We are consequently operating in a very pro-
mising niche area — one in which we have already
achieved a substantial market share that we now
intend to increase. As well as offering customers
innovative, individual solutions, we have the advan-
tage of a well-established international service
network, plus production locations in Germany, the
USA and China, guaranteeing swift local deliveries.

With its setup, technotrans is well placed to
tap directly into industry trends. On the one hand
customersincreasingly wantto realise applications
at project level. Such projects enable us to profile
ourselves as a successful development partner
that will be an asset for production supplies. On
the other hand there is a trend towards knowledge-
based systems and solutions in every area.

technotrans can tap into its resources of ex-
pertise to develop and supply practical, synergy-
based products for its customers. We have alrea-
dy been able to demonstrate in a large number of
customer projects that we can successfully supply
both customised and standard products for the
laser industry, whatever the laser source. As a
full-line supplier we can supply appropriate cooling
systems for all beam sources, from gas to solid

LASER INDUSTRY/ technotrans Annual Report 2013 23
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OUR STRENGTH: DEVELOPING EFFICIENT SYSTEMS IN TANDEM WITH
INDIVIDUAL SOLUTIONS.

lasers. From standalone to integrated systems
featuring varying levels of intelligence, we gene-
rally discuss our customers’ needs with them and
provide a solution tailored to what they want. Ob-

“THE LASER MARKET
IS REVOLUTIONISING
INDUSTRIAL PRODUCTION.”

The customer structure in the laser industry
is similar to that in the printing industry, for which
the technotrans Group acts as systems supplier.
What this means for us is that here, too, we can
exploit the global corporate structure of our com-
prehensive range of products and services, such
as our international service network, and that cus-
tomers benefit from working with areliable partner.

Another advantage is technotrans’ many ye-
ars of experience in the sphere of industrial coo-
ling. In alliance with our subsidiaries Termotek
and KLH, we build devices for low, medium or high
cooling performance and therefore present our-
selves as a full-line supplier for laser cooling.

viously we also treat forward-looking issues such
as efficiency and the total cost of ownership over
the entire life cycle as major priorities here.

Developing, expanding and continually optimi-
sing the technology is also very much in our focus,
along with the pioneering make-up of this tech-
notrans product range. For instance, we are wor-
king on a platform concept that clearly differenti-
ates between the performance ranges and em-
braces the common-part principle for both mecha-
nical and electronic subsystems. Offering both
clear performance ranges and modular assem-
blies means we can respond flexibly to individual
customer requests. =

éenuine team work.
Sl = | — A s
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GLOBAL

/- SERVICE SOLUTIONS /

LO-
CALS

/

When it comes to Service Solutions, technotrans is in the top flight internationally. Not just
with its slick network of technicians and locations all over the world, but also through the products
of gds, which promote understanding worldwide. Making everything run even more smoothly.

/

A WORLDWIDE PRESENCE IS OUR STRENGTH

SERVICE SOLUTIONS/

technotrans Annual Report 2013
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A PHONE CALL

FROM OUT

IN THE FIELD

PERFORMANCE
The reason for our competitive edge:
we always give 100 %.

tisThursday. The phonerings in the Customer

Service department in Sassenberg. The cal-

ler is a customer working on the world’s big-
gestcontainership, and needs assistance. Quickly.
The converter cabinet cooling system made by KLH
needs to be modified to meet the customer’s re-
quirements. One day later, we receive the plans
of the ship; by Sunday, one of our technicians from
Singapore is boarding the ship in Malaysia and
gets to work. One of many success stories. Along-
side its innovative products, the technotrans Group
is especially renowned for its services. Quick res-
ponse, short distances and efficient solutions are
what make us so highly valued by our customers
worldwide. Both long-standing and new ones.

In 2013, for instance, the research laser of
an astrophysics institute was equipped with a cen-
tral cooling system from KLH. The challenge here
was to run the leads to the laser in such a way that
it can operate without any vibration whatsoever.

In the area of smaller diode lasers, too,
for which Termotek makes cooling de-
vices, a leading weather institute was
impressed by our service. The automo-
tive industry was another area of acti-
vity. Although the applications here were
of a more standard nature, it was very
exciting to get to know the production
process and its requirements, then add
it to our portfolio of services.

.‘.—

 +9 4

HENDIRK NIESTERT

As Head of the Service Solutions
area, he is always in tune with
what customers need and knows

that services will become increa-

singly important in the future.

“OVER 12,000 SERVICE
CALL-OUTS A YEAR HELP US
TO KEEP IMPROVING
OUR PRODUCTS.”

Internationally in particular, leading
suppliers and car manufacturers know
they can rely on technotrans’ service.
The printing industry still accounts for
the bulk of service work. There, too, we
increased our market shares. Many prin-
ting houses are adding digital printing
presses to their machine park. techno-
trans has been able to help here thanks
to its well-established project planning
and commissioning services.

SERVICE SOLUTIONS/
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REGULAR SERVICING AND RAPID ASSISTANCE
ENSURE CUSTOMERS DO NOT NEED TO WORRY
ABOUT MACHINERY BREAKDOWNS.
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All this has been made possible by the way
Service Solutions continually redefines how it
does things. Just like its professional processes,
its experience and expertise can easily be trans-
ferred to other areas, among other reasons be-
cause many familiar technologies are suitable for
use in other industries, too. By expanding our port-
folio of services, we can help our customers swift-
ly, efficiently and individually. To maintain these
standards, the Service Solutions area underwent
further optimisation in 2013. The spotlight was
on fine-tuning and adding to the range of services
for Termotek and KLH products.

The international network was further expan-
ded, information flows were improved and new
products were integrated. In addition, the training
programme for employees and customers was
extended to ensure steady growth in the transfer
of expertise. The same approach will be taken in
2014. In all this, technotrans remains true to the
principle of “rather do 1,000 things 1% better than
dabble in a few things”. That is part of our corpo-
rate philosophy of delivering maximum customer
satisfaction.

It makes us more competitive and enables us
to offer customers what they expect from us: ex-
cellent products and excellent service. mmm

SERVICE SOLUTIONS/

technotrans is continually working
on improving its services in order
to support its customers optimally.
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“Our customers are deliahted

if {Leb find ?eorle everbwﬁere who

can wnderstand them eas(lb."

BE IN GOOD HANDS
WITH OUR NETWORK

diary gds AG has contributed to the Service
Solutions success story. gds not only provi-
des its customers with a mature tool for technical
documentation in all languages in the shape of
docuglobe, but also with an efficient web-based

I n addition to our service network, our subsi-

platform for handling support cases and docu-
mentation projects through docuportal. In additi-
on, gds offers professional translations and com-
prehensive training courses on all aspects of
technical documentation, and is constantly wor-
king to identify and set market trends.

GDS MAKES INFORMATION AVAILABLE ON MULTIMEDIA — FOR THE SIMPLEST SOLUTION.
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LIQUID

/ INDUSTRIAL SOLUTIONS /

PRO-
GRESS

/

technotrans does not believe in standing still. That is why we launched the

Industrial Solutions area in 2009. Here, we draw on the knowledge and findings that are available
throughout the entire company to access new business areas and keep creating fresh potential,
in order to safeguard the success of the group’s international operations.

/

THE ACTIVE, CREATIVE WAY TO DISCOVER POTENTIAL
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BECAUSE WE AT TECHNOTRANS ARE ALWAYS RECEPTIVE TO THE NEW, WE ARE CONSTANTLY
TAKING ON NEW CHALLENGES.
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COOPERATION

WORKS

OPENNESS
Because we anticipate change,
we can exploit new potential.

anta rhei —as the Ancient Greeks realised,

“everything flows”, i.e. is in a constant sta-

te of change. We at technotrans know ex-
actly what they meant — after all, liquid technolo-
gyisour speciality. So what could be more obvious
for us than to contribute our expertise from the
print area in other industries, too? The key prin-
ciple was to be receptive to new ideas and tech-
nologies. We actively sought out opportunities and
partners who share our vision. As aresult, we have
been able to embark on a whole array of highly
promising projects. Since 2012 we have had a sup-
ply agreement with Sauer (DMG MORI SEIKI), with
which we have launched our successful toolsmart
series. Within the framework of this cooperation
the product range was gradually extended, and
technotrans is now already regarded as the spe-
cialist for sophisticated filtration solutions for
special materials such as carbon fibre and cera-
mic. But this success came not just from the pro-

ducts; the commissioning work and support ser-
vice provided by technotrans also played a part.

The transfer worked, and new projects de-
monstrate why we were right to take such a recep-
tive stance. 2013 saw us venture into further new
areas of business. These include cooling for bat-
tery systems, which involves exacting require-
ments in terms of environment and function.
Through our project work, we secured the status
of systems supplier among our partners. There is
a similarly promising partnership with a manufac-
turer of medical technology in China, with which we
are developing temperature control systems for
magnetic resonance and computer tomography
(MRT and CRT) in Asia. It enables us to exploit the
group’s entire synergy potential, spanning the sa-
les, service, purchasing, development and produc-
tion areas.

> Y 4
CHRISTIAN WALCZYK
The Head of Sales for the
Industrial Solutions area knows

the challenges of new industries
and sees technotrans continuing

to apply its expertise successfully
in new projects.

What can we achieve by applying
our experience in other industries?
This is the question that drives the
Industrial Solutions area.
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Our international setup is a particularly im-
portant asset here. For this project, the customer
talks and the initial technical expositions took
place in China. The design and the final technical
exposition were then developed in Sassenberg.
Meanwhile purchasing of the components and the
production are taking place over in China. That is
what we call international cooperation. It shows
that we can meet customer requests very flexibly
by handling the various project stages — whether
productidea, product design/qualification, series-
production procurement or manufacturing — on an
international scale at a variety of locations.

Ournew “spray.xact” product was another suc-
cess story in 2013. This product is used for spray
lubrication in stamping and forming technology
and has proved a real crowd-puller at industry ex-
hibitions such as the Blechexpo. A large number
of new and potential customers have been able
to witness the practical advantages of this innova-
tive technotrans technology. “spray.xact” is based
on mechatronic valve technology that technotrans
has already used very effectively for performing
spraying functions in the printing press industry.
By refining it for this specific application and re-
flecting the specific requirements of spray lubri-
cation, we have succeeded in developing a new
generation that achieves precise, economical oil
coatings. Without question it offers many benefits
for customers. With its wide range of advantages,

We like to send our developers into
the lab from time to time, because
testing and simulating early on

saves precious time. The result
is prototypes, new technologies
and innovative ideas for our core
business areas and wherever else
we can use our technologies and
developments to imp

this product is a true innovation for the oiling of
coils and is a prime example of successful tech-
nology transfer by technotrans.

This broad range of applications constantly
throws up new production, technical and sales chal-
lenges. It highlights how important technotrans’
well-rehearsed network is to our success. Our flat
hierarchies are conducive to rapid decisions and
mean responsibility is extensively delegated to
individuals. At the same time, high standards of
quality and technical performance guarantee our
long-term success. We intend to keep the Indus-
trial Solutions area moving along this course in
2014, building on long-term customer relation-
ships, new system partnerships and pioneering
projects that stem from the core capabilities of
the group.

7ms

Seven milliseconds is the fastest opening time
of our spray.xact nozzle - about the time it takes for

a bee to flap its wings.
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WE ARE CONTINUALLY USING OUR CORE BUSINESS AREA OF THE PRINTING INDUSTRY AS A
SPRINGBOARD TO VENTURE INTO NEW TERRITORY.
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COOL

/ TEMPERATURE CONTROL /

PPO-
WER

/

Keeping things hot when they need to be hot and cold when they need to be cold is all about tempe-

rature control — another core skill of technotrans. Thanks to our ability to combine a variety of core
skills, we can generate special product characteristics and therefore benefits for our customers.
/

STAYING POWER: ONE STEP AT A TIME TOWARDS OUR GOAL

TEMPERATURE CONTROL/
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NEW AND EXCITING:
TECHNOTRANS
IN BIOTECHNOLOGY.

ELECTRIC MOBILITY:
A CHALLENGE LADEN
WITH FUTURE PROMISE.
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DEVELOPMENT: WHERE THE BUILDING BLOCKS OF OUR SUCCESS TAKE SHAPE.

01 IDEA

02 PROJECT OUTLINE

03 DEVELOPMENT

04 PROTOTYPE CONSTRUCTION

05 PRODUCT QUALIFICATION

06 FIELD TESTS

07 PILOT PRODUCTION

Qi

g 08 PRODUCTION

SOME
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LIKE IT HOT

STAYING POWER
§ We make our projects succeed by
always staying on the ball.

emperature control in the printing indus-
try is one of the most crucial core skills
of technotrans, and the basis of our ex-
pertise. We have successfully transferred this
expertise to other industries and built up a repu-
tation as a specialist for temperature control in
other areas, too. Our big advantage: we can put
our many years of experience in dealing with cus-

tomers to good use when taking on development
projects that present new challenges. At the same
time, we make optimum use of the available ca-
pacities.

In every area of the company, this approach
has led to exciting projects that have helped us
increase and consolidate our market presence.

technotrans effectively applies its
skills and strengths in the area

of temperature control in other
industries.



40

technotrans Annual Report 2013 /TEMPERATURE CONTROL

50,000m

of copper piping were fitted in our cooling systems in 2013.

As inthe printing industry, these projects have
a multi-year horizon and pass through various pha-
ses until production readiness. After the brainstor-
ming, construction, design and feasibility study
phases, a prototype is built. It is then put through
a series of tests and qualifications internally, and
next sent out to customers for field tests, possib-
ly with intensive backup from the service techni-
cians. In this project stage, the prototype is ob-
served in operation and modified as necessary.
Then production of the pilotrun begins, with further
tests conducted before volume production can
start. But this sequence is no more than the basic
outline of a project — it is often tailored to the
specific needs and requirements of a customer.

KLH has developed modular cooling concepts
that for example feature different cooling circuits
to cool four components on the same machine.
Termotek, too, was able to realise an array of new
projects that called for customer-specific applica-
tions. As well as its lasers, Termotek developed
products such as temperature control systems for
innovative cooling/heating sleeves for the medical
and sport sectors, a new design of IT cabinet for
servers and computers requiring ultra-space-sa-
ving solutions, and coolers for airport scanners.
Termotek has thus unlocked new areas of activity
in the field of temperature control. The same is
true of technotrans, which impressed various cus-
tomers with projects in the machine tool sector
(industrial cooling), for energy storage systems,
for laser systems and in medical technology.

All these achievements are not down to pure
chance —they reflect the ability of the technotrans
Group to attract customers through innovation,
experience and ongoing support. And in everything
that we do, we demonstrate conspicuous staying
power because we always strive for the best solu-
tion, whatever the area, and because we are ex-
perts at transferring our knowledge. Energy effici-

ency, for example, is becoming increa-
singly important. By drawing on its rele-
vant expertise from a wide range of ap-
plication areas, technotrans is able to
offerinnovative products thattick all the
boxes.

“WHATEVER WE LEARN AND
WHEREVER WE LEARN I1;
WE USE THAT KNOWLEDGE
IN EVERY AREA.”

How do our products react in diffe-
rent conditions, e.g. as part of techno-
logies in the mobility sector, when mo-
vementandyvibrations arethe norm? The
various ways in which our products in-
teract in new application areas are obvi-
ously also of huge interest. Efficiency,
noise emissions and climatic conditions
are just some of the relevant topics.
These and other questions continually
arise in our projects and keep yielding
new findings. We then use them as gate-
ways to new applications and systems,
forinstance in the printing industry. This
completes the transfer cycle, highligh-
ting the importance of endurance and
discipline as success factors. mmm

TEMPERATURE CONTROL/
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movers behind innovations
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RESPONSIBILITY
Respecting people and the environment everywhere
is our contribution to a better future.

OUR MISSION -
TODAY, TOMORROW
AND BEYOND

technotrans bears responsibility
for people and the environment.
Wherever we are.

/

Every company bears responsibility. Towards its employees, the environment and

society. At technotrans we accept that responsibility worldwide in a variety of ways, for

instance through our commitment to the Global Compact initiative, or by supporting
Friedensdorf International e.V. We always remain faithful to the THINK - LEARN - ACT

philosophy that is actively practised throughout the entire group.

he Global Compact of the United Nations

is a strategic initiative that seeks to pro-

mote corporate social responsibility and
sustainability in organisations and enterprises.

Its centrepiece is ten universally acknow-
ledged principles spanning human rights, labour
standards, environmental protection and anti-cor-
ruption measures. Over 12,000 signatories repre-
senting industry and key stakeholders in 145 coun-
tries have already made a commitment to uphold
these principles.

/

technotrans has been a member of the initi-
ative since 2006 because we want to play an ac-
tive role in furthering its long-term goal — defining
the social and ecological aspects of globalisation
— while also consciously measuring our activities
and strategies against these standards. Imple-
menting the ten principles is a permanent challen-
ge in our day-to-day work. In view of the group’s
international operations, we continually need to
reassess whether we are meeting the standards
of the Global Compact and what we need to do to
further its aims.

We act consistently to protect
human rights.

Environmental protection and
sustainability govern our actions.

SOCIAL RESPONSIBILITY/

The human factor

technotrans promotes and protects human
rights. We advocate compliance with worldwide
labour standards, and are involved in the fight ag-
ainst child and forced labour, as well as against
discrimination in employment. Our employees are
appointed solely on the basis of their qualifica-
tions — and nothing else. Checks are regularly
carried outto assess whether the guidance to that
effect, as laid down for instance in management
manuals or compliance guidelines, has been fol-
lowed. This audit of our group again brought to
light no departures from the application of the
principles in respect of labour standards and hu-
man rights in 2013.

Entirely natural
In its economic activity, technotrans con-

sciously seeks to advance and support the Global
Compact principles from an environmental view-
point, too. Our technology is all about the use of
energy-saving components and pollution-cutting
solutions. We will continue to give environmental
protection and sustainability primacy throughout
our development of products and use of resources.
We are currently exploring a highly promising solu-
tion for sustainable energy storage technology in
stationary and mobile applications.

Transparency wins

Corruption is a danger to everyone. It ham-
pers development, deepens poverty and has a
devastating effect on society, both economically
and socially. It causes legal uncertainty, distorts
competition and inflates costs. According to the
European Commission, every year it costs the
European Union economy alone some 120 million

The ten principles of the Global Compact
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euros. Thatis why corruption is a crime, not a mere
peccadillo. To protect our group against potential
losses, we maintain transparency and implement
internal control mechanisms. In particular, we
have adopted a worldwide, binding set of anti-
corruption guidelines.

Much remains to be done, all over the world.
For that reason, we will continue to do all in our
power to support the Global Compact through our
business activities and strategies, which we will
adjust as necessary to bring them into line with
these principles. mmm

On behalf of the Board of Management

e

Henry Brickenkamp

technotrans is proud to operate according to these ten principles: Principle 1: businesses should support and
respect the protection of internationally proclaimed human rights within their sphere of influence, and Prin-
ciple 2: they should make sure they are not complicit in human rights abuses. Principle 3: businesses should
uphold the freedom of association and the effective recognition of the right to collective bargaining, as well as
Principle 4: the elimination of all forms of forced and compulsory labour, Principle 5: the effective abolition
of child labour and Principle 6: the elimination of discrimination in respect of employment and occupation.
Principle 7: businesses should support a precautionary approach to environmental challenges, Principle 8:
should undertake initiatives to promote greater environmental responsibility, and Principle 9: should encou-
rage the development and diffusion of environmentally friendly technologies. Principle 10: businesses should
work against corruption in all its forms, including extortion and bribery.
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SO THAT THE WORLD
DOES NOT STAY
THE WAY IT IS

They said Tamana would never
walk. Today there is
scarcely any stopping her.

ou can change the world. One step at a

time. That is why technotrans again lent

its support to the Friedensdorf Internati-
onal project in 2013. This charity attends to child-
ren from war-torn and crisis zones, supporting
them with medical and psychological help, educa-
tion, projects and relief supplies. Whether on the
ground or at the Friedensdorf in Oberhausen. Ta-
mana’s story illustrates how this approach to re-
lief works. The four-year-old girl was growing up in
a small Afghan village close to the Uzbekistan bor-
der. At some point Tamana started feeling severe

painin herleg, which was ulcerating. The diagnosis
of the doctors at the provincial clinic: inflammation
of the bone with ulceration. Medical support and
medicines were in short supply. A familiar story for
Friedensdorf children. But the parents did not give
up, and took their daughter to the paediatric clinic
in Kabul, from where she was transferred to a spe-
cial clinic in Pakistan. But after six operations, her
condition still did not improve. The doctors, belie-
ving they had done all they could, sent Tamana
and her parents home.

That would probably have been the end of the sto-
ry if her uncle had not heard on the radio that a
team from Friedensdorf International was coming
to Kabul, to take sick children to Germany for treat-
ment free of charge. So the family embarked on
another long journey and showed Tamana to the
team. It quickly became clear the girl needed me-
dical treatment in Germany. Along with 60 other
children, she landed in Dusseldorf and was trans-
ferred directly to a children’s hospital. The doctors
there removed part of her thigh bone, and also the
source of the inflammation. That banished her pain
and the swelling. An initial success. But she was
now left with a gap between her hip and her thigh
bone. The doctors believed Tamana would never
be able to walk properly. Tamana was sent to the
Friedensdorf for rehabilitation, where she met
other children she already knew. Six weeks on, and
her progress was astonishing: Tamana was run-
ning, laughing and playing with her friends. Alt-
hough she will never be able to run without prob-
lems or walk long distances, as of early 2014 she
is ready to return to her family in Afghanistan.

SOCIAL RESPONSIBILITY/ technotrans Annual Report 2013

The whole scheme relies on donations and
voluntary assistance. While the clinics cover the
cost of the treatment, Friedensdorf International
pays for the flights, transport, personnel, accom-
modation, meals and care. technotrans is an ac-
tive supporter of Friedensdorf International be-
causeitperformsconstructive work with long-term
benefits for the future. We — technotrans — are
successful internationally, but all over the world
there are the weak, who will have no future pros-
pects if we do not join together to support them.
Children and young people are in an even preca-
rious position — which is why they need our help
particularly urgently.

FRIEDENSDORF IS A PLACE WHERE CHILDREN WITH NO FUTURE ARE GIVEN A
NEW TOMORROW. FILLED WITH LIFE, LAUGHTER AND LEARNING.

45
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THE BOARD OF MANAGEMENT: DIRK ENGEL, HENRY BRICKENKAMP, DR CHRISTOF SOEST
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/
SEVEN
HUNDRED AND
SEVENTY
SEVEN TIMES

THANK
YOU!

10 OUR
EMPLOYEES
FOR THEIR
COMMITMENT
AND
ENTHUSIASM./
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DEAR SHAREHOLDERS,
DEAR BUSINESS ASSOCIATES,

A challenging year lies behind us — one in which our attention was focused on solutions in the doub-
le sense of the word. The 2013 financial year saw the technotrans Group achieve its goal of increasing
its revenue share from outside the printing industry initially to 30 percent. The key factor behind this
development was the acquisition of a majority interest in KLH Kaltetechnik GmbH (Bad Doberan) and
its Asian sister companies at the start of the year. Following the takeover of Termotek AG in 2011, we
have thus added considerable breadth to our presence in the growing market of the laser industry.

Unfortunately our expectations of a more dynamic development in the past financial year went
unrealised. The muted framework conditions had an impact on most target markets of the technotrans
Group that extended into the second half of the year, because industry’s propensity to invest remained
very restrained. Even demand from the Chinese market, normally a growth driver for exports, lost mo-
mentum. However this short-term weaker business performance must not be allowed to mask the fact
that the company’s medium and long-term prospects remain positive.

Implementing our strategy is increasingly bearing fruit, not just through the acquisitions but also
through the internal and external projects that seek to identify applications for our own core skills
outside the printing press industry. Various projects that in some cases had lead times of three to four
years are now beginning to bring in revenue. For instance, our spray lubrication systems for stamping
and forming technology have now been successfully introduced at OEMs (the machinery manufactur-
ers) and in the retail market. In addition, we have further increased our activities in the area of energy
storage technology (e.g. battery cooling) and tapped fresh potential in the field of medical and scanner
technology.

The integration of our latest acquisition KLH is making good progress. Both it and our subsidiary
Termotek have already been detecting a slight upturn in the laser sales market since the fourth quar-
ter. We therefore also expect to see correspondingly positive effects for the 2014 financial year from
implementing the synergy potential we had previously identified.

Our business with customers from the printing industry continues to be dominated by the general
economic fortunes of that sector; judging by the latest announcements by our clients in the offset
printing area, no rise in the market volume can be expected any time soon. Nevertheless, 2013 saw
us build on our position as the leading systems supplier for liquid technology in the printing industry.
This market-leading position gives our company a sound basis on which to develop and expand into
new markets for technotrans.

The success of the past year is down to the efforts of a large team. The Board of Management of
technotrans AG therefore takes this opportunity to thank not just its management personnel, but also
all employees for their exceptional commitment.

In line with the general business cycle, we expect the coming year to bring a noticeable revival
and fresh impetus. All the same, we continue to take a rather more sober view of the development of
various sub-segments, in the printing industry in particular. We intend to see technotrans grow, both
organically through actively developing new products, and non-organically through further targeted ac-
quisitions. Our focus in this respect is on companies which make technological niche products and give
us an attractive gateway to target markets such as the metalworking/machine tool industry, energy
storage technology, and medical and scanner technology.

Our strategic focus is on companies that have their own value chain and offer a high standard of
technical expertise. That is the only way we can secure sustained growth of a calibre that will maintain
and progressively enhance our profitability.

The recent business results have confirmed our resolve to press ahead with addressing new custo-
mers in different markets. We will therefore continue to invest in building up the necessary expertise
and capacities, in an effort to progress along technotrans’ growth pathway.

We will be delighted to see you accompany us in our quest for a successful 2014 for technotrans,
and we thank you for your confidence in us.

On behalf of the Board of Management

7

Henry Brickenkamp
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DECLARATION OF CONFORMITY AND CORPORATE
GOVERNANCE REPORT

The German Corporate Governance Code contains the recognised standards of responsible corpor-
ate management. Once a year, the Code is updated by the government commission to reflect national
and international developments. The Board of Management and Supervisory Board report below on
corporate governance at technotrans AG and explain departures from the recommendations and sug-
gestions of the Code.

Responsible corporate management is a high priority at technotrans. The Board of Management
and Supervisory Board of technotrans AG again gave in-depth consideration to the fulfilment of the
requirements of the German Corporate Governance Code, and in particular to the amendments de-
cided upon by the government commission responsible on May 13, 2013. Both bodies submitted a
joint Declaration of Conformity in September 2013 pursuant to Section 161 (1) of the German Stock
Corporation Act (AktG):

The Board of Management and the Supervisory Board declare that the recommendations of the
Government Commission on the German Corporate Governance Code as set forth in the version dated
May 13, 2013 have been complied with in the 2013 financial year and will be complied with in the
future,

with the exception of the following recommendations:

Articles 5.1.2. and 5.4.1.
(Composition of the Board of Management and Supervisory Board)

When deciding on the appointment of new members of corporate bodies, in future the emphasis
will be on the qualifications of the candidates and not on their gender.

Article 5.4.6
(Remuneration of Supervisory Board members)

In accordance with the articles of incorporation, the members of the Supervisory Board receive
a variable remuneration component that does not expressly reflect sustainable corporate perfor-
mance.

The first departure concerns the recommendation also to achieve diversity in the composition of
the Board of Management and Supervisory Board, and in particular to strive for adequate represen-
tation of women. The Board of Management and Supervisory Board are convinced that the principle
of equality is observed when filling posts and will therefore continue to consider potential candidates
first and foremost on the strength of their qualifications. Targets, for example for certain quotas to be
met in the boards’ composition, have therefore deliberately not been adopted in view of the specific
situation of the company.

The second departure relates to the Supervisory Board’s remuneration. The total remuneration of
members of the Supervisory Board is divided into fixed and variable components, in accordance with
the articles of incorporation. The variable remuneration component has not expressly been determined
to reflect sustainable corporate performance.

In addition to the recommendations, the Corporate Governance Code contains suggestions, com-
pliance with which is not binding. Nor are explanations for departures from the suggestions required.
technotrans does not depart from these suggestions.

The recommendations and suggestions of the Corporate Governance Code as well as the statutory
requirements form an integral part of the day-to-day working practices of the Board of Management and
Supervisory Board. The committees examine compliance with the standards at regular intervals, to en-
sure that the issues at stake are always observed in the interests of the shareholders, the employees
and not least the company itself.
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REPORT OF THE SUPERVISORY BOARD

The Supervisory Board of the company again regularly advised the Board of Management on the
running of the company and monitored its activities in the 2013 financial year, in accordance with the
statutory provisions and articles of incorporation. We were involved directly and at an early stage in all
decisions that were of considerable significance to the company.

The Board of Management regularly briefed us orally and in writing, both promptly and comprehen-
sively, on the situation of the company and its subsidiaries, in particular on the business and financial
position and on fundamental issues of corporate planning and strategy. Deviations in business progress
from the plans and targets and the corresponding countermeasures were explained to us in detail and
the strategic direction of the company was coordinated with us. In addition to myself, other Supervisory
Board members maintained regular contact with the Board of Management, both outside the context
of meetings and after the end of the financial year, in order to become acquainted with the current
progress of business and to support the Board of Management in an advisory capacity. In addition, |
held separate discussions with the Board of Management on the prospects for, and future direction
of, the divisions. | was informed in a timely manner by the Spokesman of the Board of Management
of important occurrences that are of material significance for evaluating the situation, progress and
management of the company.

During the 2013 financial year, the Supervisory Board considered the economic position and oper-
ational and strategic development of the company and its divisions at length in five meetings, which took
place on March 11, May 15 and 16, September 25 and December 13, 2013, on the basis of the written
and oral reports by the Board of Management. The Supervisory Board was informed of and discussed
significant business occurrences within the company, as well as its strategy and the implementation
thereof, and also its approach to risk management. The economic development of the company and of
its subsidiaries was discussed in depth. All members of the Supervisory Board and Board of Manage-
ment were present at all meetings.

The Supervisory Board approved those transactions which require its approval in accordance with
the statutory provisions and the articles of incorporation. These include decisions and measures which
are of fundamental significance for the financial position and financial performance of the company.

Important topics in 2013 were:

The economic development (revenue and profit) of the company, but also in particular of Termotek AG
and of the newest majority interest KLH Kaltetechnik GmbH, as well as possible measures to shore
up earnings in view of the structural problems of the printing industry

Discussing the financial statements for 2012 and passing the appropriate resolution

The proposals for resolutions and the agenda items for the Shareholders’ Meeting, in particular
the proposal on the shareholders’ representatives who were to be put forward to the Shareholders’
Meeting for re-election

The strategic positioning and development of the company’s divisions

Liquidity planning and the new financing concept

Examination of the remuneration system and of the appropriateness of the Board of Management’s
remuneration

The general acquisitions strategy and the integration of KLH Kaltetechnik

Budgeting for the 2014 financial year, which encompassed revenue, cost, earnings, investment and
personnel targets, as well as rough targets for subsequent years

Aspects of risk management, compliance and corporate governance

The members of the Supervisory Board are sufficiently independent and have sufficient time to act
as non-executive directors. No conflicts of interest arose during the period under review. Pursuant to
Article 5.6 of the German Corporate Governance Code, the Supervisory Board conducted an efficiency
audit by means of a structured approach. It reached the conclusion that the Supervisory Board exercises
its role efficiently, though it is to be noted that this examination regularly suggests details that could be
improved upon.

To enable it to fulfil its duties more efficiently, the Supervisory Board formed three committees. The
Nominating Committee (members: the shareholders’ representatives on the Supervisory Board) pro-
poses suitable candidates for elections to the Supervisory Board. The term of office on the Supervisory
Board of Dr Norbert Brocker and myself ended with the close of the Shareholders’ Meeting on May 15,
2013. Based on the proposal of the Nominating Committee, at its meeting in March the Supervisory
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Board resolved to propose our re-election to the Supervisory Board at the next Shareholders’ Meeting.
Dr Norbert Brocker and | were both re-elected to the Supervisory Board by large majorities at this year’s
Shareholders’ Meeting as representatives of the shareholders.

The composition of the Supervisory Board changed in 2013 in terms of the employees’ representa-
tives. There were corresponding elections at the German establishments in April for two employees’ re-
presentatives. At the constituent meeting of the Supervisory Board following the Shareholders’ Meeting,
the employees’ representatives Reinhard Aufderheide and Thomas Poppenberg were welcomed as new
members of the Supervisory Board; the Supervisory Board then proceeded to elect me as its Chairman.

The Supervisory Board would like to thank Klaus Beike and Matthias Laudick, who had belonged to
the supervisory body as the employees’ representatives since 2008, for their dedication and constructive
support for the company’s development over the past five years. An Audit Committee has, in addition,
been formed (members: Dieter Schafer, Helmut Ruwisch and Heinz Harling) as well as a Committee for
Board of Management Affairs (Personnel Committee; members: Heinz Harling, Dr Norbert Brocker and
Helmut Ruwisch). The latter met twice and dealt in particular with the composition of the Management
Board and with drawing up the contracts and agreeing the remuneration of the members of the Board of
Management. At the committee’s proposal, the full Supervisory Board unanimously approved the extensi-
on of the contract (three years) for Dr Christof Soest at its meeting in December 2013.

The Audit Committee met twice, in the presence of the auditors and the members of the Board of
Management, and concerned itself with matters relating to the annual financial statements, the pre-
sentation of the accounts, controlling and risk management, fiscal matters, compliance, assuring the
independence of the auditors, mandating the auditors to perform the audit task, identifying the priority
areas for the audit, and agreeing the fee. The interim reports to be published were discussed in advance
by the members of this committee. In preparing its recommendation to the Supervisory Board on the
election of the auditors, the Audit Committee moreover considered at length a possible change of auditor.
To that end, it for example conducted discussions with several potential alternative candidates. However
following extensive consultations the Audit Committee ultimately decided to recommend that the Su-
pervisory Board re-elect KPMG AG Wirtschaftsprifungsgesellschaft, Bielefeld, as auditors of the annual
financial statements and Consolidated Financial Statements for the 2014 financial year

The audit reports and documents for the accounts as well as the Board of Management’s proposal
on the appropriation of profit for the 2013 financial year were sent to all Supervisory Board members in
good time. They were discussed in depth by the Audit Committee and at the Supervisory Board meeting
on March 10, 2014. The firm of auditors, represented by the two independent auditors appointed to carry
out the task, also attended both meetings. They reported on the principal findings of their audit and were
available to answer further questions and provide supplementary information. The annual financial state-
ments of the parent company and the Consolidated Financial Statements for the 2013 financial year have
both been granted an unqualified audit certificate. Following our own examination of the annual financial
statements, the Consolidated Financial Statements, the management report for the parent company
and the Group Management Report, we approved the auditor’s findings and signed off the annual and
Consolidated Financial Statements at the meeting on March 10, 2014. The annual financial statements
are thus established. The Supervisory Board endorses the proposal by the Board of Management on the
appropriation of profit.

In accordance with the corresponding recommendation In the German Corporate Governance Code,
the Supervisory Board members of technotrans AG disclose any conflicts of interest to the Supervisory
Board without delay. The Deputy Chairman of the Supervisory Board Dr Norbert Brocker is partner in
the law firm Hoffmann Liebs Fritsch & Partner. The law firm Hoffmann Liebs Fritsch & Partner provided
legal advice for technotrans AG on a variety of topics in the past financial year. The Supervisory Board of
technotrans AG approved the involvement of Hoffmann Liebs Fritsch & Partner as well as the consultancy
fees arising. To avoid any conflicts of interest, Dr Brocker abstained from these votes. No other potential
conflicts of interest that are to be disclosed to the Supervisory Board and would need to be reported at
the Shareholders’ Meeting arose in the year under review.

The Supervisory Board would like to thank the Board of Management and all employees of the group
for their commendable dedication. Together, they showed great dedication in shaping the company’s de-
velopment in the 2013 financial year. Our particular thanks are due to the employees’ representatives,
who yet again cooperated constructively and openly with the company’s corporate bodies, and to the
shareholders, many of who have now been involved in technotrans AG for quite a number of years.

On behalf of the Supervisory Board, Y S { é'. '
0 .,_ LT == }

L
Heinz Harling
Chairman of the Supervisory Board
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THE 2013 FINANCIAL YEAR AT A GLANCE

The 2013 financial year saw the technotrans Group achieve its goal of increasing the revenue share
from outside the printing industry initially to 30 percent. The key factor behind this development was
the acquisition of a majority interest in KLH Kaltetechnik GmbH (Bad Doberan) and its Asian sister
companies at the start of the year. Following the takeover of Termotek AG in 2011, we have thus added
considerable breadth to our presence in the growing market of the laser industry.

The printing industry, on the other hand - still technotrans’ most important sales market — again
performed more weakly than expected in the past financial year. In consequence, revenue of € 105.2
million ultimately came in merely at the bottom end of the target range for the year as a whole (€ 110
million, +/— 5 percent). The 16.0 percent growth is first and foremost attributable to the takeover of
KLH. The below-target revenue volume affected exclusively the Technology segment, which in turn exp-
lained why the revenue targets for the 2013 financial year were not achieved, the actual EBIT margin of
4.4 percent (previous year: 5.9 percent) contrasting with the target of 6 to 7 percent.

Developments in the 2013 financial year confirmed our resolve to maintain our assertive pursuit of
a course of strategic reorientation. The process of tapping new sales markets with the goal of actively
taking control of organic growth again made good progress in 2013. However it is taking longer than we
anticipated to realise the revenue potential of a number of projects. We therefore view the 2013 finan-
cial year as a year of transition, and will continue following our chosen course consequently.
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BASIC PROFILE OF THE GROUP

BUSINESS MODEL OF THE GROUP

Organisational Structure of the Group

The technotrans Group comprises technotrans AG and 14 subsidiaries in which it has an interest di-
rectly, as well as five companies in which it holds an interest indirectly. The parent company, technotrans
AG, with its registered office in Sassenberg (Westphalia), directly or indirectly has a majority interest in
all subsidiaries. The companies in the group and their locations are listed in the Notes section, under
“Consolidated Companies”.

Segments

The group’s business is divided into two segments: Technology and Services. The Technology seg-
ment generates just under two-thirds of total revenue. In this business area, technotrans develops and
sells equipment and systems based on its core skills of temperature control, filtering and separating,
spraying and pumping liquids, along with the corresponding control and process engineering. It supplies
these to customers in a variety of industries such as the printing industry, machine tool engineering, the
laser industry, stamping and forming technology; in the future it will increasingly also supply customers
in other markets such as medical technology and energy storage technology.

The Technology segment is complemented by the Services segment. technotrans’ activities are
rounded off by an extensive range of services. These include providing customer support for the instal-
lation, maintenance and operation of systems. The subsidiary gds AG, which likewise comes under this
segment, mainly produces technical documentation, including in translation, and sells self-developed
software, which is used to generate that documentation.

Locations
With 22 locations, numerous joint undertakings and 777 employees (December 31, 2013), the tech-
notrans Group enjoys a presence in all major markets worldwide.

Products and Services

The core skills of technotrans AG in liquid technology are organised into three business units. Its
special knowledge of temperature control as well as filtering, separating, spraying and pumping liquids
is the result of many years of experience. The focus is on customer-specific equipment and systems
that technotrans develops as a leading systems supplier for performing essential functions as part of
a specific application, therefore contributing towards optimising the overall quality and efficiency of the
user’'s processes.

The company is steadily broadening its product range in close collaboration with existing and poten-
tial customers, including many renowned industrial enterprises, with a view to opening up new application
areas in order to safeguard its long-term growth. Activities outside the printing industry already brought
in 30 percent of revenue in 2013.

Business Processes

The principal business processes encompass the development, assembly, testing and sale of equip-
ment, along with providing various services for major customers and their end users. The low manu-
facturing penetration is needed in order to respond flexibly and cost-effectively to the requirements of
customers. technotrans therefore generally sources the components for its systems and equipment from
specialist suppliers.

Sales Markets

The biggest customers of the technotrans Group come from the printing and laser industries. In the
sphere of the printing industry, we supply all leading printing press manufacturers worldwide. The tech-
notrans market share here is well over 50 percent. The large installed base and the cyclical nature of the
propensity to invest mean that in addition to service business in the narrower sense, modernisation and
retrofit business directly with end customers also generates a significant proportion of revenue.

The largest customer of the technotrans Group from the laser industry is Trumpf Laser GmbH. In
addition, there are long-standing business and supplier relationships with almost all laser suppliers, in
particular via the group companies Termotek AG and KLH Kaltetechnik GmbH. As well as the laser indus-
try, major companies in the machine tool industry such as DMG Mori Seiki AG and INDEX are customers
of the technotrans Group.
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Alongside technotrans AG, the market for suppliers of peripheral equipment to the printing industry
essentially includes a large number of smaller companies, predominantly with a regional focus. In the
other lines of industry in which technotrans is active, the supplier market is highly fragmented. The main
success factor for technotrans is the approach of positioning itself as a systems supplier of complex,
custom-made solutions with its own international service network, unlike out-and-out component sup-
pliers.

External Factors Influencing Business

The investment propensity of the target industries in which the technotrans Group is active has
a major influence on the group’s business performance. That propensity is in turn determined by the
present and anticipated economic situation. In view of its focus on the German mechanical and plant
engineering sectors, cyclical fluctuations there have a strong influence on its business performance. The
specific branching-out of business activities into high-growth industries such as laser/machine tool or
medical technology, and also into Asia, is designed to significantly reduce that correlation in the future,
along with loosening the group’s exposure to structural difficulties that have been a major feature of the
printing industry for some time now.

Acquisitions

As well as organically accessing new markets, technotrans’ growth strategy also includes the acquisi-
tion of companies with core skills that usefully complement those present in every area of the group. For
example, the takeover of Termotek AG, the company’s own range of refrigeration and temperature control
solutions and the product portfolio of KLH Kaltetechnik have transformed the company into a high-
performance supplier of customer-specific industrial refrigeration technology for all performance ranges.

With regard to the core skills of filtration and separation as well as spraying and pumping liquids, the
company likewise targets the acquisition of technology and/or market access as options for accelerating
growth.

Acquisitions are fundamentally structured in such a way that they directly deliver increased value
added. Wherever possible and advisable, the form of participation is moreover designed to ensure that
the holders of critical expertise continue to share in the benefits of the acquisition into the medium term.

GOALS AND STRATEGIES

The goal of the technotrans Group is sustained growth coupled with optimum profitability. To achieve
that goal, the company concentrates on its core skills in the sphere of liquid technology, while focusing
investment on measures that enable it to expand its product range further and gain a foothold in new
areas of application for its technologies. Organic growth is rounded off by partnerships in areas where
its core skills are called for, and also by targeted acquisitions. Its strategy is to seek sustainable, profit-
driven development.

technotrans mostly concentrates on niche markets where it is possible to achieve a market share in
the region of 50 percent, taking into account the scale of its own business and the available resources.
This is the key to being able to capitalise on economies of scale in offering customers benchmark tech-
nology and prices. technotrans is well placed to realise such goals thanks to its clear focus on system
partnerships with major industrial clients (OEM) which operate worldwide and expect their suppliers to
have a similar organisation.

As a systems supplier to the printing industry, technotrans has held a leading position in its product
areas for many years. Based on its close ties with the manufacturers of offset printing presses and its
unique expertise, the company intends to consolidate its role as technology partner in that industry and
— wherever possible — build on it.

It is, however, assumed that this basis for offset printing business is likely to involve a broadly flat
future market volume, with moderate growth limited to individual areas (such as emerging markets).

In order to achieve its ambitious growth targets, technotrans has therefore been paying considerable
attention to applications outside the printing industry since 2010. The focus of the activities that are
bracketed together in the technotrans industrial system solutions (ttis) sales division is on the use of
technotrans core skills in industries with long-term growth potential, such as machine tool engineering,
stamping and forming technology, laser and medical technology, and the area of energy storage technol-
ogy. Alongside these, the company is also increasingly active in digital and flexographic printing — both
areas that likewise still have potential for considerable growth.

The growth strategy’s implementation is supported by the corporate structure in that both the busi-
ness units — in which the core skills are concentrated — and the international sales and service locations
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worldwide are given growth targets to realise.

As part of this strategy, three goals (milestones) were defined. The first milestone specified that the
share of revenue from outside the printing industry is to rise initially to 30 percent. That goal was achiev-
ed in the 2013 financial year, thanks in part to targeted acquisitions. The next milestone is to return “in
the medium term to the levels of revenue and earnings last seen before the global economic crisis”. The
benchmark figures here are from the 2007 financial year. Last but not least, various activities focus on
increasing revenue and earnings in the long term. To achieve these goals, appropriate measures have
been taken to align volume growth with a corresponding improvement in profitability.

INTERNAL CONTROL SYSTEM

The purpose of the technotrans Group’s internal control system is to oversee implementation of the
corporate strategy. The system seeks to identify deviations as early as possible so that swift action
can be taken as appropriate. The strategy is implemented in such a way as to serve the best interests
of customers, suppliers, employees and investors.

technotrans AG and its group companies are controlled, first and foremost, on the basis of revenue
and earnings ratios (EBIT margin). Corporate planning as a whole is furthermore based on cash flow.

At group level, the plan for the 2013 financial year was to generate revenue in the region of € 110
million, +/— 5 percent. The corresponding EBIT margin was to reach between 6 and 7 percent. Another
weaker-than-expected performance by the printing industry — still technotrans’ most important sales
market — and higher start-up costs in the new markets meant that revenue for the full year ultimately
came in at € 105.2 million, at the bottom end of this target range. The below-target revenue volume in
the 2013 financial year affected exclusively the Technology segment, which in turn explained why the
revenue targets were not achieved, with the EBIT margin reaching 4.4 percent.

The operating performance overall therefore fell short of expectations.

REMUNERATION REPORT

The Board of Management is in charge of operations. It comprises three members and is overseen
by the Supervisory Board in accordance with the statutory requirements and the articles of incorpor-
ation. The members of the Board of Management and Supervisory Board are listed in the “Corporate
Bodies” section. The Declaration of Conformity pursuant to Section 161 of the German Stock Corpo-
ration Act, as well as further explanatory notes, can be found in the separate Corporate Governance
Report, which forms part of this Annual Report. The Remuneration Report contains the itemised remu-
neration by individual member of the Board of Management and Supervisory Board of technotrans AG,
as well as particulars of fringe benefits provided by the company for each individual member. The basic
features of the remuneration system are also explained there.

Report on the Remuneration System of the Board of Management

The remuneration system of the Board of Management reflects the current standards and statutory
requirements. The total cash remuneration of a Board of Management member comprises a fixed basic
remuneration and a variable remuneration component (management bonus). The variable remunera-
tion component is equivalent to the fixed remuneration if the targets are fully met; in other words, in
that instance the total cash remuneration comprises equal amounts of fixed and variable remunerati-
on. The precise level of the variable remuneration component is determined by target attainment in a
given financial year. Revenue and consolidated net income for the year serve as the basis for the tar-
gets for budgeting purposes. If the agreed targets are exceeded, the variable remuneration component
is increased, this increase being capped at a multiple of 2.5. The variable remuneration component
is paid out over a three-year period in instalments of 50, 30 and 20 percent, and in relation to actual
target attainment. There is no entitlement to a management bonus in the event of a net loss for the
year or if target attainment is less than 50 percent in the assessment year. The sustainability-oriented
management bonus is only paid out to the extent that the respective targets for the assessment
year are attained in subsequent years. The deferred management bonus component may therefore
fall, but it can no longer rise. If target attainment falls below 80 percent of the level achieved in the
assessment year, the sustainability-oriented management bonus component lapses. If a Board of Ma-
nagement member leaves the company, their entitlement to a management bonus from previous years
does not automatically lapse.

The company moreover provides fringe benefits (insurance premiums) in the form of contributions
to a provident fund and a group accident insurance policy. In addition, company cars are available
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to the members of the Board of Management and they are reimbursed travel and other allowable
expenses. The policies for the D&O insurance cover taken out by the company for the Board of Man-
agement members envisage an excess amounting to one and a half times the fixed annual income.

In accordance with the articles of incorporation, the Supervisory Board members received the fol-
lowing remuneration for the year under review of 2013:

There is also a cap on termination indemnities amounting to a maximum of one year’s salary. 2013 2012

The overall remuneration of each Board of Management member is approved by the Supervisory Total remu- of which  of which  Total remu- of which  of which
Board. No share-based payment components were envisaged for the 2013 financial year. Only in the neration fixed  variable neration fixed  variable
event of exceptional occurrences is the Supervisory Board authorised to adjust the remuneration par- £°000 £'000 £ 000 £000 £ 000 £000

ameters in the course of a given year.

The members of the Board of Management received the following remuneration in the past Heinz Harling 33 22 1 34 22 12
financial year:
Reinhard Aufderheide * 8 5) 3 0 0 0
Henry Brickenkamp Dirk Engel Dr Christof Soest Klaus Beike* 5 3 2 13 8 5
2013 2012 2013 2012 2013 2012 Dr. Norbert Brocker 23 15 8 23 15 8
€000 €000 €000 €'000  €'000 €000 Matthias Laudick® 9 : 2 a2 e g
- B Thomas Poppenberg! 8 5 3 0 0 0
Fixed basic remuneration 200 200 160 160 160 160 Helmut Ruwisch 20 15 5 21 15 6
Fringe benefits 48 33 46 31 43 28 Dieter Schafer 17 11 6 17 11 6
Management bonus, year under review 145 168 116 134 94 79 Total 119 79 40 121 79 42

Total remuneration 393 401 322 325 297 267 ! since May 16, 2013. 2 until May 16, 2013.

Entitilement dependent on the attainment of future
performance targets 100 126 80 101 80 79

Remuneration of the Supervisory Board

In accordance with the articles of incorporation approved by the Shareholders’ Meeting, the mem-
bers of the Supervisory Board receive remuneration comprising a fixed and a variable component, in
addition to reimbursement of their expenses. The level of the variable remuneration component is
based on the consolidated net income declared in the Consolidated Financial Statements. Under the
articles of incorporation, this variable remuneration component is not expressly a reflection of sustain-
able corporate performance. Both the fixed and the variable remuneration component are higher for the
Chairman and Vice Chairman of the Supervisory Board than for the remaining members. Membership
of the committees formed by the Supervisory Board is likewise remunerated, in accordance with the
articles of incorporation. The members of the Supervisory Board do not receive any stock options for
their activities as non-executive directors. The company has taken out D&O insurance cover for the
members of the Supervisory Board. There is an excess equivalent to the variable remuneration com-
ponent in the year in which a claim is established.

In addition to the total remuneration stated for the Supervisory Board, the employees’ representa-
tives on the Supervisory Board receive remuneration in their capacity as employees, on the basis of
their contracts of employment, and also receive share-based payments.

RESEARCH AND DEVELOPMENT

Research and development naturally plays a crucial role in unlocking new sales markets and
accomplishing the related transfer of expertise for technologies and core skills. The task involved
is broad in scope: as a service provider, the company takes on projects that, on the one hand, the
business units and technotrans industrial system solutions (ttis) sales area bring to it. On the other
hand, it conducts technology monitoring and deals with future trends that can influence technotrans’
technologies in future years. Both an effective technology network with research establishments and
close cooperation with and in external work groups produce a continuing dialogue on innovations and
technologies, thus offering fresh scope for further transfer opportunities.

The spotlight of activities in 2013 was on projects that exemplify the transfer of expertise be-
tween technologies that have previously been used within the printing industry, and on their appli-
cation in other industry sectors that are new to technotrans. The focus here is on the machine tool
market, metal forming, energy storage systems, laser systems and medical technology, etc. The
broadening of the spectrum of filtration solutions for cooling lubricant used on machine tools is just
one example. Different combinations of components are used for the various contaminant loads; this
is, in effect, a toolkit approach to offering custom-made solutions in order to cover specific sets of
requirements. Methods of filtration and separation for innovative materials (e.g. carbon fibre) that will
become increasingly important in industrial manufacturing over the next few years are a particular
area of interest.

The development of cooling systems for energy storage is a priority task area. technotrans is
using these activities to gain a foothold in the mobility area, in other words systems for mobile or
movable applications. One major challenge here is the vastly different operating parameters for such
systems. Component qualification is a correspondingly complex process; as well as having to comply
with all the relevant regulations, the components need to withstand unconventional testing proced-
ures. Aspects such as vibration, acoustics and varying ambient temperatures need to be taken into
account. These projects are being taken forward in partnership with leading manufacturers such as
Siemens, Saft and ACTIA, with a view to securing a high profile for technotrans as a specialist for
battery cooling in emerging mobility solutions in the foreseeable future.

Spray lubrication, a still-nascent area of application, presented further development challenges.
Different applications in stamping and forming technology mean different sets of requirements con-
cerning the amount of oil needed, its specific properties such as its individual viscosity, and the
appropriate control engineering for each application. Both here and in other projects, the key to suc-
cess is to supply the customer with the best solution for any given task, in the most efficient way, for
instance by standardising early on and by using common parts.

This then almost inevitably has a positive knock-on effect for development work on other applica-
tions of the same technologies. New findings, experience and lessons learned from the projects thus
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also filter through into the development projects for the printing industry. One conspicuous example
of this is the filtration and separation area, where innovations from other projects can yield direct
benefits.

Innovation workshops were again held in the 2013 financial year both for customers and intern-
ally, to make sure technotrans sets the right market and technology trends in the long term.

To build on the link between theory and practice in day-to-day business, technotrans regularly acts
as a partner for exchanges between the spheres of theory and research. Project studies, graduate
theses, placements and dual courses of study provide welcome opportunities to engender enthusi-
asm for the company among young talents and future specialists.

The Research and Development offices and laboratories are located predominantly at the group’s
main base in Sassenberg. In all, there are over 30 employees working on new products, nurturing
them from the initial idea, through the prototype stage and product qualification tests, to production
maturity.

Development spending is fundamentally shown in the Income Statement. If the appropriate re-
quirements are satisfied, development expenditure is recognised as an intangible asset pursuant
to IAS 38 and reported as such on the Balance Sheet. Development expenditure recognised as an
intangible asset at December 31, 2013 came to € 1.6 million (previous year: € 0.9 million). The
R&D ratio (development spending in relation to revenue) was 2.8 percent in the past financial year
(previous year: 2.5 percent).

In rare instances, external capacity is called upon for special development tasks — normally focus-
ing on specific components — and equally rarely, development work is financed in part with external
support, usually by the party that will eventually be the customer. Once again, no public funds were
taken in 2013.

technotrans owns a large number of patents, licences and similar rights. It again filed several
patent applications in 2013, though in sheer numerical terms fewer than in previous years. This de-
velopment reflects a careful weighing-up of the advantages to be gained from such protection and the
disadvantages arising from their disclosure and, not least, the costs involved in doing so.
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ECONOMIC REPORT

GENERAL AND INDUSTRY-SPECIFIC ECONOMIC ENVIRONMENT

According to the Institute for the World Economy (IfW), the global economy gained considerable mo-
mentum over the course of 2013. However, after its very slow growth in the latter half of 2012, the global
economy continued to perform weakly at the start of 2013. The IfW experts therefore expect the average
increase in gross domestic product globally to reach only 2.9 percent in 2013, making for an even slower
rate of growth than in the previous year, when growth was merely a very modest 3.1 percent.

According to the IfW the health of the German economy improved in the course of 2013, but without
the anticipated onset of an economic recovery. In the final months of the year, the mood indicators sig-
nalled a very favourable outlook. The business climate has palpably improved, bolstered by the upturn in
the relevant performance indicators elsewhere in the eurozone. Meanwhile economic activity has not yet
firmed up, with the order backlog and industrial output remaining on the weak side. The Munich-based Ifo
Institute calculated the growth rate for gross domestic product as just 0.4 percent in 2013.

The German mechanical engineering industry was forced to abandon all hopes of growth — however
slight — as early as summer 2013. According to the German Engineering Federation VDMA, the down-
graded production forecast for 2013 of minus 1 percent can be confirmed. In nominal terms, the VDMA
estimates that the German mechanical and plant engineering sector flatlined in 2013.

The printing industry again performed significantly worse than the mechanical engineering sector
overall. Revenue from printing presses after the full twelve months was 10 percent down on the previous
year, and incoming orders were 9 percent below the figure for 2012. This represents an overproportional
downturn, given that incoming orders had risen by 2 percent in the drupa year 2012.

The general expectation is that the volume of investment in the printing industry — for the time being
still technotrans’ largest sales market — will, at best, stabilise at current levels.

BUSINESS PERFORMANCE

The 2013 financial year saw the technotrans Group achieve its goal of increasing the revenue share
from outside the printing industry initially to 30 percent. The key factor behind this development was
the acquisition of a majority interest in KLH Kaltetechnik GmbH (Bad Doberan) and its Asian sister com-
panies at the start of the year. On the other hand, the printing industry, still technotrans’ most important
sales market, again performed more weakly than expected in the past financial year. In consequence,
revenue of € 105.2 million ultimately came in merely at the bottom end of the target range for the year
as a whole (€ 110 million, +/— 5 percent). The 16.0 percent growth is, first and foremost, attributable
to the takeover of KLH. The below-target revenue volume affected exclusively the Technology segment,
which in turn explained why the revenue targets for the 2013 financial year were not achieved, the actual
EBIT margin of 4.4 percent (previous year: 5.9 percent) contrasting with the target of 6 to 7 percent.

The lower revenue volume was a major factor in the poorer-than-forecast earnings. Our expectations
for 2013 in the markets that are relevant for technotrans, especially the printing industry but also the
laser sector, were not fulfilled. At the same time, we continued to add to our product pipeline for future
revenue mainstays. There is a time lapse between this outlay and realising revenue and profit as a result
of it. The integration of KLH is making very good progress, and the planned effects on improved profit-
ability derived from synergy potential identified in the purchasing and production areas, but also in sales
and service, will materialise as the year progresses.

Developments in the 2013 financial year confirmed our resolve to maintain our assertive pursuit of
a course of strategic reorientation. The process of tapping new sales markets with the goal of actively
taking control of organic growth again made good progress in 2013. However it is taking longer than we
anticipated to realise the revenue potential of a number of projects.

Exchange Rate Developments

In view of the company’s structure and markets, exchange rates traditionally have only a limited
impact on the performance of the technotrans Group because the overwhelming portion of its business
is settled in euros. Effects on the Income Statement are mainly the result of measurements of intra-
group assets and liabilities, and constitute unrealised foreign exchange gains and losses. On the other
hand, exchange rate movements may be a help or a hindrance to the competitiveness of customers
from the mechanical engineering sector.
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FINANCIAL PERFORMANCE, FINANCIAL POSITION AND
NET WORTH

REVENUE

The technotrans Group generated revenue of € 105.2 million, which represents an increase of 16.0
percent compared with the previous year (previous year: € 90.7 million). The goal for the full year of
taking revenue back over the € 100 million threshold was achieved, as was the goal of increasing the
share of revenue from outside the printing industry to initially 30 percent. Because the printing industry
— still technotrans’ most important sales market — again performed more weakly than expected in the
past financial year, full-year revenue nevertheless ultimately came in merely at the bottom end of the
target range (€ 110 million, +/- 5 percent).

Revenue growth was driven primarily by the acquisition of KLH and its impact was mainly limited
to the Technology segment. Revenue here climbed from € 53.7 million in the previous year to € 66.0
million, an increase of 22.8 percent over the year. After a weak third quarter, revenue for the segments
recovered to healthy levels in the fourth quarter, making a substantial contribution to the overall result.
Activities away from the printing industry in particular contributed towards revenue as expected.

The Services segment made good progress in the 2013 financial year, too. Revenue rose again by
6.2 percent to € 39.2 million (previous year: € 36.9 million). The growth in current business is substan-
tially attributable to business expansion following the takeover of KLH Kaltetechnik and to the positive
performance of our subsidiary gds AG, which supplies technical documentation services.

By Region

Because of its customer structure, technotrans traditionally generates a high proportion of its rev-
enue in Germany, which is the delivery destination for the world’s three-biggest printing press manu-
facturers. In 2013, it succeeded in more than offsetting a further contraction in the revenue share
from that group of customers with activities involving our new customers and revenue contributions
following the takeover of KLH; as a result, there was a slight increase in the revenue share from German
customers from 53.7 percent to 54.4 percent. In other European countries, despite revenue growth in
absolute terms the revenue share was not maintained at the prior-year level and fell from 22.9 percent
to 21.1 percent. Asia did not experience growth overall in the 2013 financial year, meaning that the
revenue share declined from 11.3 percent to 9.6 percent. On the other hand, America’s revenue share
again benefited from the more positive underlying conditions and the takeover of KLH, rising from 12.1
percent to 14.9 percent.

Revenue by Region
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Development in Prices

Price adjustments to reflect the market trend were implemented mainly in the Service area in 2013.
technotrans’ business with printing press manufacturers is usually conducted on the basis of multi-year
master agreements that only allow welljustified price increases during their term. The same is true of re-
quests for price reductions by our customers. For us, long-term, partner-like relations with our customers
and safeguarding our position in the market take priority over short-term price maximisation.

GROUP MANAGEMENT REPORT/ technotrans Annual Report 2013 65

Information on Order Backlog, Incoming Orders and Order Reach

technotrans’ standard business with industrial customers is based on release orders. Equipping
of certain machine models with technotrans technology is usually agreed in advance. The time frame
between the release order and delivery is rarely more than two weeks. Because of these master
agreements, information on incoming orders and order backlogs would not be particularly meaningful.

FINANCIAL PERFORMANCE

Despite the year-on-year revenue growth, the financial performance of the technotrans Group did not
improve. The (organic and non-organic) expansion of activities in other sales markets, as well as the weak
business performance with customers from the printing industry, weighed more heavily on net profit for
2013 than originally expected.

Gross Profit

Gross profit — in other words, revenue less cost of sales — reached € 33.1 million (previous year:
€ 31.7 million). The growth of 4.7 percent compared with the previous year reflects both the impact of
the Technology segment’s higher revenue share and the effects of a change in the product mix following
the takeover of KLH. Hand in hand with this development, there was a rise in the cost of purchased
materials ratio over the year from, 36.5 percent to 39.3 percent. The gross margin was 31.5 percent
at the end of the year (previous year: 34.9 percent), 3.4 percentage points down on the previous year.

Earnings Before Interest and Taxes (EBIT)

Earnings before interest and taxes (EBIT) for the 2013 financial year came to € 4.6 million, down
13.6 percent on the previous year (previous year: € 5.4 million); this was equivalent to an EBIT margin
of 4.4 percent (previous year: 5.9 percent). We did not achieve our goal of an EBIT margin of between
6 and 7 percent for the 2013 financial year.

Earnings in € millions
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Fixed costs increased as a result of the acquisition of KLH. Our investment in activities outside the
printing industry also represents a financial burden because it is not yet being recouped in the form of
adequate revenue from those activities. Distribution costs moved more or less in line with revenue, grow-
ing 11.6 percent to € 15.0 million (previous year: € 13.5 million). General administrative expenses,
too, increased by 13.0 percent to € 12.2 million (previous year: € 10.8 million). Development costs
were somewhat higher in 2013 at € 3.0 million (previous year: € 2.2 million); in addition, development
expenditure for projects outside the printing industry amounting to € 0.9 million (previous year: € 0.6
million) was recognised as an intangible asset.
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Whereas there had been a positive balance of other operating income and expenses of just € 0.2
million in the previous year, in 2013 the figure was € 1.7 million. The total for 2013 includes income
from the reversal of provisions of € 0.1 million (previous year: € 0.2 million) as well as higher other
operating income than in the previous year thanks to insurance payouts and development grants. This
contrasted with a net loss of € 0.3 million (previous year: € 0.6 million) due to the sharp currency
fluctuations, though this figure mainly comprised unrealised losses. No hedging instruments were used
to reduce the impact of exchange rate fluctuations on the operating result.

Personnel expenses for the 2013 financial year came to € 37.0 million (previous year: € 32.7 mil-
lion). The 13.4 percent increase compared to 2012 reveals the acquisition-led growth in the employee
total, on the one hand, and the effect of the pay increase, on the other. The personnel costs ratio of
35.2 percent was slightly below the previous year’s level (36.0 percent).

Depreciation and Amortisation

Depreciation and amortisation came to € 3.2 million (previous year: € 3.0 million) in the year under
review and was increased by the assets identified and capitalised in the context of the acquisition of
KLH. The figure for the 2013 financial year consequently again exceeded investment in property, plant
and equipment of € 2.3 million (previous year: € 1.4 million) because technotrans is in a position to
adapt its replacement investment flexibly to the prevailing business circumstances.

Net Finance Costs

Financial liabilities developed as scheduled over the course of the year. From € 9.3 million in the
previous year, liabilities grew to € 14.9 at December 31, 2013 as a result of the takeover of KLH.
Thanks to the favourable contracts secured, this had little impact on the net finance costs as a whole.
The net figure was € 0.9 million (previous year: € 0.7 million).

Tax Expense

The tax expense for the past financial year amounted to € 0.8 million (previous year: € 1.6 milli-
on). Compared to 2012, there was a positive effect on income tax expense (actual income taxes and
deferred taxes) in particular from tax effects from the use of previously impaired deferred tax assets.
For the 20413 financial year, this therefore produces an effective tax rate for the group of 21.0 percent
(previous year: 33.8 percent).

The net profit for the 2013 financial year is € 3.0 million (previous year: € 3.1 million), equivalent
to a rate of return of 2.8 percent (previous year: 3.4 percent). The earnings per share figure for shares
outstanding is therefore € 0.47 (previous year: € 0.48).

SEGMENT REPORT

Revenue

The Technology segment benefited considerably from the takeover of KLH Kaltetechnik GmbH and
its Asian sister companies, which earned € 15.4 million in revenue in their first year as part of the
group. Revenue for the segment reached € 66.0 million (previous year: € 53.7 million), a growth rate
of 22.8 percent. This took the revenue share of the Technology segment up to around 63 percent (pre-
vious year: 59 percent). Print business continued to recede throughout the year and the anticipated re-
vival in demand for printing presses in the second half failed to materialise. Meanwhile activities
outside the printing industry made healthy progress. Cooling lubricant preparation for the machine
tool industry and the self-developed spray lubrication system for stamping and forming technology
applications brought in higher revenue shares in 2013; we secured the status of serial supplier to
various renowned customers. Nevertheless, all these highly promising projects were not yet sufficient
to compensate for the renewed downturn in business with printing press manufacturers in the 2013
financial year.

As expected, our subsidiary Termotek AG achieved double-digit growth in the past financial year.
Its revenue total of € 10.1 million was the highest since the founding of the company. Thanks to the
upturn in business in the latter half of the year and the healthy level of project business forecast, we
expect Termotek to enjoy further revenue growth in 2014.

The Services segment likewise improved its position year on year, increasing its revenue by 6.2
percent to € 39.2 million (previous year: € 36.9 million). One of the key factors in this development
was our subsidiary gds AG, which offers services, software and translations; its year-on-year growth for
technical documentation was in the order of 26 percent. On the other hand, classic service business
(parts, installation and servicing) with customers from the printing industry remained stable. Service
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business is similarly being implemented with growing success in the new subsidiaries and our non-
print activities. The Services segment brought in a total of 37 percent (previous year: 41 percent) of
revenue in the past financial year.

Revenue by Segments
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Earnings (EBIT)

The Technology segment was unable to carry the previous year’s improvement in profitability over
into the 2013 financial year. While the renewed fall in revenue from the printing industry adversely
affected profit contributions, so far our investment in accessing new sales markets has not produced
a counterbalancing effect. The amortisation of intangible assets to the tune of € 0.7 million in con-
nection with the acquisition of KLH also diminished the return for the segment last year. Overall, ear-
nings before interest and taxes (EBIT) for the Technology segment thus deteriorated year on year from
€ —-0.8 million to € —1.8 million. We are working on the assumption that further synergy potential from
the integration of the KLH companies and from our own activities in the new markets will have a major
effect on profit performance over the coming quarters. If revenue stabilises at fourth-quarter levels, we
would consider the future prospects of a positive result for the segment to be good.

The Services segment profited from the slight revenue growth and improved its result by 5.7 per-
cent to € 6.4 million (previous year: € 6.1 million). This represents an EBIT margin of 16.5 percent,
virtually unchanged from the previous year. The overall financial performance in the Services segment
again proved to be very stable.

By Region

Because of the customer structure, the revenue of the Technology segment is traditionally very
strongly focused on Germany. The proportion of revenue generated by German customers was only
62.2 percent, compared with 64.6 percent in the previous year. The revenue share in the remainder
of Europe was unchanged from the previous year at 15.3 percent (previous year: 15.4 percent). The
Asian region was no longer able to act as growth driver and contributed only 9.4 percent of Technology
revenue (previous year: 12.3 percent). The substantial increase in America, in both absolute and rela-
tive terms, produced a revenue share of 13.1 percent there, compared with 7.7 percent in the previous
year, reflecting the successful expansion of the new companies Termotek and KLH in the laser market.

The year 2013 brought palpable changes in the regional composition of revenue in the Services
segment, especially in Germany and elsewhere in Europe. While the revenue share in Germany forged
ahead from 38.0 percent to 41.2 percent, other European countries brought in only 30.8 percent of
revenue, compared with 33.9 percent in the previous year. Asia, with a revenue share of 10.1 percent
(previous year: 9.7 percent), and America, with a 17.9 percent share (previous year: 18.4 percent),
were broadly flat.

Employees

At the end of the year, 529 employees belonged to the Technology segment (previous year: 428) and
248 employees to the Services segment (previous year: 234). As in previous years, the general adminis-
trative areas have been spread between the segments pro rata, based on their revenue shares.
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FINANCIAL POSITION

Principles and Goals of the Financial Management System

It remains the goal of the financial management system to ensure that technotrans is, of its own ac-
cord, able to generate both the financial resources required to fund the organic growth of its operations,
and the investments this involves. This goal was again achieved in the 2013 financial year. Selective
investment spending (€ 2.3 million) was again restricted to maintenance investments.

technotrans makes use of selected derivative financial instruments exclusively for the hedging of
interest rate risks for borrowings incurring interest at variable rates. The company in addition steers the
financing required within the group by way of the credit facilities available to technotrans AG, Termotek
AG and KLH Kaltetechnik GmbH. There are no exchange-rate factors affecting external financial liabili-
ties. Within the group, short-term and long-term lending between the group companies is practised, to
some degree, in order to maintain adequate liquidity locally. Substantial liquidity holdings (cash and cash
equivalents) moreover exist in EUR, USD and GBP. Once again, no instruments for the hedging of foreign
currency positions or liabilities were used beyond the 2013 reporting date.

Capital Structure

technotrans’ capital structure comprises a sound equity base and a demand-led level of borrowing.

In the course of 2013, three aspects of the financing structure were adjusted to reflect the future re-
quirements of the group: long-term loans totalling € 5.5 million were rescheduled, including € 1.5 million
in the context of the available credit facilities collateralised by land charges. The amount of € 4.0 million
was borrowed at the start of 2013 to finance the acquisition of the interest in KLH. In May 2013, the
three-year period of the previous working capital finance arrangements ended. To coincide with this, new
short-term credit lines with a total volume of € 11.5 million were agreed with the existing principal banks.
The financing concept for KLH was adjusted in the course of the year by new short and medium-term lo-
ans (€ 1.1 million) with better terms. The short-term credit lines were used only intermittently in the past
financial year. All measures were implemented with varying maturities, making use of the best-possible
interest terms.

At the balance sheet date, the average weighted interest rate for borrowing was approx. 2.92 percent
(previous year: 3.8 percent). This financing concept means the group has overall borrowing arrangements
in place amounting to some € 28.4 million, with a strong emphasis on medium to long-term maturities.
At December 31, 2013, the technotrans Group had available but unused borrowing facilities for € 13.5
million.

For the future it can be assumed that technotrans will be in a position to meet its requirements over
and above its internally generated financial resources in partnership with its principal banks, for instance
if it needs to make major acquisitions. There are currently no plans to go to the capital market.

technotrans does not use Off-Balance-Sheet financial instruments (such as sale and leaseback).

In 2013, there were no restrictions on the availability of the loans provided. Based on the liquid and
borrowed funds currently available, technotrans AG’s financial and liquidity plans assume there will like-
wise be adequate liquidity for business operations in 2014 to meet the anticipated payment obligations.

The Board of Management and Supervisory Board will propose to the Shareholders’ Meeting in May
2014 that a dividend of € 0.20 per share outstanding be distributed for the 2013 financial year. Our
future goal is to distribute 50 percent of the consolidated net profit, provided no current investment re-
quirements or major acquisitions stand in the way of using financial resources in this way.

Investment, Depreciation and Amortisation

Investment came to € 2.3 million (previous year: € 1.4 million) in the 2013 financial year. In line with
the business performance, spending thus remained at a reasonable minimum level. Investment spending
was mainly for replacement purchases or IT equipment. Of the overall volume, € 1.9 million was attrib-
utable to the Technology segment and € 0.4 million to the Services segment. Because of the low level
of manufacturing penetration, the scaling-back of investment spending has no impact on the efficiency of
production capacity.

The development expenditure reported in the Income Statement came to € 3.0 million; this amounts
to 2.8 percent of revenue. Development costs of € 0.9 million were also recognised as an intangible as-
set in the financial year, representing a capitalisation ratio of 22.6 percent (previous year: 21.4 percent).
Development costs within intangible assets increased to € 1.6 million (previous year: € 0.9 million). In
the year under review, the amortisation of development expenditure recognised as an intangible asset
came to € 0.1 million (previous year: € 0.1 million).
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Depreciation and amortisation for the 2013 financial year totalled € 3.2 million (previous year: € 3.0
million). Of this, € 2.6 million was attributable to the Technology segment and € 0.6 million to the Ser-
vices segment. The main sources of depreciation and amortisation are the customer base acquired along
with KLH, the property in Sassenberg and the fixed assets of the international sales and service network.

No further definite investments that would require an exceptional level of financing are currently
planned for fixed assets or intangible assets.

Investment/Depreciation and Amortisation in € millions
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On the basis of net income for the year of € 3.0 million (previous year: € 3.1 million), the cash flow
from operating activities before working capital changes totalled € 7.6 million (previous year: € 8.8
million).

The changes in working capital had a negative cash flow effect of around € 3.4 million (previous
year: positive effect of € 3.5 million). The reduction in liabilities had an especially high impact on liquid-
ity over the course of the year. The assets such as receivables and inventories produced cash inflows
totalling € 0.8 million.

Overall, the net cash from operating activities therefore reached € 2.7 million (previous year: € 11.0
million). There was a net need for financial resources of € 1.6 million (previous year: € 1.3 million) from
the payment of interest and income taxes.

The positive operating cash flow was initially sufficient to cover investment spending (€ 2.3 million).
A total of € 3.3 million in additional financial resources was needed for the acquisition of the interest
in KLH Kaltetechnik GmbH and its sister companies, and € 0.8 million for a conditional purchase price
component (earn-out) for Termotek AG. The overall net cash employed for investing activities thus came
to € 6.1 million in 2013.

The net cash employed for financing activities had a positive balance in the 2013 financial year,
amounting to € 1.6 million (previous year: € —7.2 million). New loans totalling € 6.6 million were raised
in connection with the interest acquired. In all, € 4.2 million was used for the repayment of borrowings
over the course of the year, and € 0.8 million was paid out to technotrans shareholders for the distri-
bution of a dividend.

The free cash flow remained negative at € —3.4 million, thus not repeating the exceptionally positive
prior-year figure (previous year: € 13.2 million).

Cash and cash equivalents at year-end came to € 16.7 million, only € 2.0 million down on the prior-
year level (previous year: € 18.7 million). From a capital management perspective, the group’s liquidity
remains highly satisfactory; in 2014, the group thus continues to be in a position to meet its payment
obligations from business operations.
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Cash Flow from Operating Activities in € millions
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Balance Sheet Total and Equity Ratio

The balance sheet total for the technotrans Group at December 31, 2013 comes to € 73.0 million
and has therefore increased by 12.8 percent since the prior-year reporting date (previous year: € 64.7
million), mainly as a result of the wider scope of consolidation. The equity ratio of 59.9 percent was
slightly below the previous year’s level (previous year: 63.2 percent). The return on equity, representing
net income as a proportion of equity, was 7.0 percent (previous year: 7.9 percent). The total return on
investment for the past financial year was 4.0 percent (previous year: 4.8 percent).

Assets

At the reporting date, the non-current assets were up 33.2 percent from € 22.4 million to € 29.8
million, first and foremost as a consequence of the takeover of KLH Kaltetechnik GmbH and its Asian
sister companies, along with the resulting goodwill (€ 2.7 million) and the capitalisation of an intan-
gible asset to be amortised (customer base, € 2.9 million).

By contrast, the current assets merely edged up from € 42.3 million to € 43.2 million. Taking ac-
count of the increased scope of consolidation and the revenue growth, the inventories of € 14.3 million
were only 6.2 percent up on the prior-year level, with the trade receivables of € 10.2 million up 17.7
percent. Cash and cash equivalents decreased from € 18.7 million to € 16.7 million (-10.6 percent).

Equity and Liabilities

Within equity and liabilities, equity again improved by 7.0 percent, rising from € 40.9 million to
€ 43.7 million. The main factor at work here was the net income for the year.

The liabilities at the balance sheet date totalled € 29.3 million (previous year: € 23.8 million). They
consist of non-current liabilities, which climbed sharply from € 8.6 million to € 14.3 million (+66.3 per-
cent) as a result of the acquisition, and current liabilities of € 15.0 million, which did not rise compared
to the previous year (previous year: € 15.2 million).

Material changes in the non-current category included borrowings, which rose from € 6.4 million
to € 11.6 million in connection with the interest acquired (purchase price and increased scope of con-
solidation). The € 0.9 million carrying amount for other financial liabilities at the balance sheet date
was lower than for 2012; it basically consists of the conditional purchase price components resulting
from the interests acquired in KLH (€ 0.6 million from 2013) and gds-Sprachenwelt (€ 0.3 million from
2012). The deferred tax liabilities of € 0.9 million stem from the capitalisation of a customer base
following on from the acquisition of KLH Kaltetechnik. In the current category, the balance sheet fig-
ures generally remained constant compared with the previous year, despite business expansion. The
financial liabilities include € 0.9 million for the outstanding conditional purchase price component for
Termotek AG.
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At the balance sheet date, technotrans reported total financial liabilities of € 14.9 million (previous
year: € 9.3 million), of which the amount of € 0.5 million is subject to an interest rate risk. No current
bank overdrafts were in use at December 31, 2013. The non-current financial liabilities stem principally
from investments in fixed assets, as well as from acquisitions of interests; they are protected in part
by land charges. Details of the structure of financial liabilities are provided in the Notes to the Conso-
lidated Financial Statements (Section 12).

technotrans has very sound financing, with € 16.7 million in cash and cash equivalents at the
balance sheet date, a net cash position of € 0.9 million and borrowing facilities agreed but not used
amounting to € 13.5 million. The long-standing business ties with our banks have remained steady.
However, the current environment provides no guarantee that the banks will be willing or able to con-
tinue to perform the role of our financing partner to the extent to which we are accustomed. As a listed
company, technotrans also has access to capital market instruments.

Balance Structure in € millions
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Working Capital

The changes in the balance sheet structure had only a minor impact on the development of
working capital (current assets — current liabilities) for the group in 2013. Totalling € 28.3 million at
year-end, working capital was at a comparable level to one year earlier (previous year: € 27.1 million)
and consequently revealed a much slower percentage increase than business expansion. Cash and
cash equivalents still account for the lion’s share of current assets.

Net Debt and Gearing

The group’s net liquidity, in other words interest-bearing liabilities less cash and cash equivalents,
came down to € 0.9 million at the 2013 reporting date (previous year: € 8.5 million). Gearing, in other
words the ratio of net debt to equity, is consequently negative at —2.0 percent (previous year: —20.7
percent).

Provisions

Provisions fell slightly from € 5.8 million to € 5.4 million in 2013.

The long-term provisions of around € 0.9 million comprise both personnel-related obligations (in-
cluding partial retirement and pensions) and those Board of Management remuneration components
that focus on sustainable corporate performance. The short-term provisions amounting to € 4.5 million
(previous year: € 4.9 million) consist of other obligations towards personnel (€ 2.4 million), payments
to be made under warranty (€ 0.9 million) and other provisions (€ 1.2 million).

Off-Balance-Sheet Financial Instruments
No Off-Balance-Sheet financial instruments are used in the technotrans Group.
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FINANCIAL PERFORMANCE, FINANCIAL POSITION AND NET WORTH OF
TECHNOTRANS AG

At the reporting date of December 31, 2013, the balance sheet total of technotrans AG came to
€ 59.1 million (previous year: € 60.0 million). The equity ratio was 65.4 percent (previous year: 61.0
percent). Revenue of € 56.5 million was earned in the past financial year (previous year: € 60.5 million).
The reported net income for the year is € 2.5 million (previous year: € 1.5 million).

OVERALL STATEMENT

The delay in the recovery coming has been compounded by the unexpectedly sharp downturn
in business with customers from the printing industry, causing the original targets for 2013 to be
missed. We are more optimistic about the coming financial years. We fundamentally continue to have
faith in the technotrans growth story.
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NON-FINANCIAL PERFORMANCE INDICATORS AND
OTHER PARTICULARS

PURCHASING AND PROCUREMENT

The group’s central procurement operations have grown in importance as a result of the acquisi-
tions of Termotek (2011) and KLH (2013). In order to secure optimum terms from suppliers, volumes
were pooled in order to unlock synergies gradually. In view of the duration of these contracts, not all
their effects will be immediate; their positive impact will continue to unfold over the coming quarters.
Design measures, such as the increased use of common parts or the development of platform strate-
gies within the group, will likewise be closely supervised by the procurement specialists. This makes
the roll-out of material group management on a group-wide scale increasingly important.

As well as cost aspects, we constantly take account of other criteria in our relationships with
suppliers. When working through the complex selection process for suppliers, we consider our task
to include weighing up a wide range of aspects that together represent the most advantageous solu-
tion for our customers and the group as a whole. The result is often a partnership-based relationship
characterised by openness and reliability, enabling supplier relations to grow steadily along the entire
supply chain.

In terms of the total cost of ownership, too, we see it as a positive that our long-standing business
partners in our region are often demonstrably very competitive when compared with companies from
supposedly low-wage countries, and that this form of local sourcing also helps to protect jobs in Ger-
many. Short delivery distances moreover minimise the adverse impact on the environment. We strive
to underpin this approach by pooling consignments as rationally as possible. We naturally also pursue
a similar strategy at all production locations throughout the technotrans Group.

Following the methods of the German Association of Materials Management, Purchasing and Logis-
tics (BME), we monitor around 25 efficiency ratios for processes and costs, quality, structure and
methods in order to gauge how efficient our procurement activities are. We believe there is still poten-
tial for further improvements here.

technotrans’ relatively low manufacturing penetration makes it easier to adjust flexibly to a fluctu-
ating production volume. As a result, no serious problems in this respect have been encountered yet,
either when business has been falling or rising. In addition, we monitor the economic performance of
our key suppliers very closely so that we are able to guarantee punctual, high-quality deliveries at all
times thanks to effective supplier management.

Whenever suppliers request price increases, we are generally also able to rebut unjustified demands
through open dialogue with them. We instead counter disadvantageous developments in prices by agree-
ing long-term binding terms. We also seek out creative solutions by supporting suppliers’ purchasing
activities, for example, so that we can then benefit from improved competitiveness in that way.

PRODUCTION, TECHNOLOGY AND LOGISTICS

The technotrans Group has manufacturing locations in Germany (Sassenberg, Baden-Baden and Bad
Doberan), China (Taicang) and the USA (Mt Prospect). This global presence reflects the fundamental
production structure of the international industrial customers which technotrans serves. At all manufac-
turing locations, production proper involves first and foremost the assembly of the components that we
use to build equipment and systems. Our level of vertical integration is therefore quite low, and for that
reason in particular we have generally been readily able to adjust capacity in line with changing volumes
of demand. We prioritise high flexibility, coupled with placing the emphasis on efficient processes. We
apply lean, fast processes as well as other aspects of the lean philosophy, because time-to-market is
equally an important criterion for technotrans production.

As in every financial year, further measures to improve all internal processes and procedures were
again taken in 2013. This continuous improvement process to optimise products and throughput times
has yielded further effectiveness and efficiency gains, reduced production times and increased product-
ivity. In order to respond even faster to new-customer business with additional variants for new applica-
tions, we have also set up our own control cabinet assembly line.

In view of the group’s expansion and the broader performance range of the equipment it now makes,
refrigeration technology training was again a focal area of training and advancement measures in 2013.
Employees from production and the worldwide service organisation, as well as apprentices, acquire an in-
depth knowledge of refrigeration systems engineering at our own refrigeration technology training centre.

technotrans applies a modern, integrated quality management system that was successfully ac-
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credited again in 2013. This was the first time that a cross-group audit was carried out, and it was
brought to a successful conclusion with accreditation to DIN EN ISO 9001:2008. In this organisational
form, processes that are uniform throughout the group were handled by technotrans AG, while individual
processes are dealt with at the level of the individual companies. These individual processes reflect
the size of the company, on the one hand, and the range of products and services that it supplies, on
the other. With an eye to the future structure of the group, the management system has already been
designed in a way that provides scope for it to be extended to other companies.

In implementing the group management system, both the effectiveness of the processes was im-
proved and the process at the individual group companies was assimilated to facilitate internal exchan-
ges of personnel and projects.

The demands from the activities in new sales markets, too, were supported constructively by quality
management in the past financial year. As a result, technotrans for example became a certified special-
ist company to DIN EN 15085-2 for welding in the field of manufacturing railway locomotives and rolling
stock.

Alongside preventive quality assurance, other priority task areas involve supplier qualification and
measures to improve product and process quality. All equipment is tested using a proven process prior
to its dispatch, to establish that it is free from faults. Systems and equipment types that have not
yet reached production maturity are initially qualified using a professional process before they are put
through extensive field tests by a team of engineers.

Logistics at technotrans involves planning, managing and monitoring the flow of materials and
goods both inside and outside the company. It ensures that the right quantity of the right goods, in the
right state, is available at the right place and time for the right customer, and at the right cost. This
cross-disciplinary function has the task of managing all flows of materials and goods in the sub-areas
of procurement, production and distribution logistics.

Procurement logistics is responsible for stock management and transport within the company. Pro-
duction logistics is responsible for order picking and providing materials for production orders, for
permanent inventory and for supplying replenishment zones in the production areas. The main task of
distribution logistics is to make goods available efficiently, while observing defined general parameters.
Laws, national requirements, customer wishes and the internal organisational constraints all influence
how consignments are packed, shipped and processed. The status of “known consignor” was also
achieved in 2013 as a result of an audit by the Federal Aviation Office (LBA).

The priority for optimisation processes in the 2013 financial year was the integration of the new
subsidiaries. Logistics within the technotrans Group were harmonised, for example. In the distribution
logistics area, the German locations of technotrans, Termotek and KLH were synchronised by uniform
blanket agreements. This helped to improve the supply of materials to the German production locations,
among other things.
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EMPLOYEES

Total and Changes

The number of employees in the technotrans Group increased to 777 in the course of 2013 (662 on
December 31, 2012). The rise was driven primarily by the acquisition of KLH Kaltetechnik and its sister
companies.

Employees by Region
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technotrans was again able to respond flexibly to temporary fluctuations in the level of orders in
2013 by means of time accounts, with time credits then earned or used as necessary. In addition,
we occasionally hire temporary workers and subsequently take them on permanently if a sustained
positive business trend emerges.

In recent years, we have had recourse to short-time as a means of managing a temporary dip in
the volume of business, in order to keep important expertise within the company. Only if there is a
permanent downturn in business are measures taken to bring the employee total in line with the new
volume of business. The current imbalance between revenue volume and the number of employees
reflects the start-up investment in projects through which we aim to tap into additional sales markets,
but which are not yet bringing in the volume of revenue being targeted. Taking account of the planned
growth, we consequently only plan to adjust capacity in isolated cases.

Apprentices

technotrans traditionally treats training as a very important matter. On the one hand, it aims to
continue recruiting juniors from within its own ranks. On the other hand, it is in the interests of both
society and the company to respond in a timely manner to the challenges of demographic change. An
ageing society and the shortages of skilled staff are already having an impact, and this development
will become even more marked over the next few years.

The number of apprentices rose sharply from 48 to 78 during the year; the integration of the new
group companies was the main reason. The effect of two school years graduating simultaneously in
2013 was also noticeable at technotrans: instead of 12 apprentices, 21 young women and men em-
barked on their vocational training at Sassenberg, a record tally for the company. This meant that at
the end of the year there were 51 apprentices on the company’s books at that location, more than 12
percent of the workforce. technotrans had already been actively involved in the “Doubly Strong” initia-
tive of the North Westphalia Chamber of Commerce. The initiative specifically sought to create additio-
nal apprenticeships for high-school graduates as an attractive alternative to “studying in overcrowded
lecture theatres”. The range of vocations for which technotrans now provides training is correspondin-
gly diverse: Bachelor of Science in Mechanical Engineering, Industrial Engineer/Bachelor of Enginee-
ring, Mechatronics Engineer, Mechatronics Engineer for Refrigeration Technology, Industrial Manager,
Office Administrator, IT Administrator, IT Specialist for Applications Development, Technical Product
Designer, Technical Systems Planner, and Warehouse Specialist.

In order to broaden the horizons of its apprentices during their training, technotrans encourages
exchanges between the apprentices and their colleagues at neighbouring businesses. It also aims to
promote specialist exchanges within the group.
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Qualifications and Age Structure

technotrans is a technology company, a fact that is also reflected in the qualifications of its employ-
ees. Not counting the apprentices, 41 percent of employees have undergone training leading to quali-
fications, 21 percent have an engineering qualification and 21 percent have an academic background.
technotrans is furthermore a young company: around 48 percent of the workforce are under 40 years of
age, and only 4 percent are over 60. The average age is just under 40; this figure is therefore virtually
unchanged from the previous year.
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To make it easier for employees to strike a balance between working and family life, the flexible
child care options have been significantly broadened in partnership with a municipal kindergarten. The
arrangements are aimed especially at women who would like to keep pursuing their career objectives
while bringing up a family.

Personnel Expenses

Personnel expenses totalled € 37.0 million in 2013 (previous year: € 32.7 million). The increase
is attributable, on the one hand, to the build-up in worldwide personnel resources following the latest
acquisitions, and, on the other hand, to the pay increase averaging 3.0 percent that took effect in Ger-
many during the financial year.

The personnel costs ratio for the group (personnel expenses as a proportion of revenue) was 35.2
percent (previous year: 36.0 percent). The aim is to bring this ratio down to around 30 percent in the
future.

Revenue per capita remained virtually stable in 2013 despite the higher revenue, reaching € 138
thousand (previous year: € 140 thousand). This key performance indicator therefore still falls short of
former levels and from an operational perspective is not satisfactory. However, from a strategic view-
point it is important for technotrans to hold onto qualified expertise carriers in order to develop new
markets and as a basis for future growth.

Projects in 2013

In its capacity of “shared service centre” for the group, the parent company’s personnel depart-
ment conducted a number of projects in the past financial year. For example, an “electronic personnel
file” was introduced as the basis for centralising administrative tasks while preserving the operational
autonomy of the divisions. This increases efficiency and reduces costs. Further locations are sched-
uled for integration into the group in 2014. In addition, accounting for the German subsidiaries has
been centralised in Sassenberg and the remuneration system harmonised across the board.

Remuneration Model

The remuneration of employees at technotrans AG is a reflection of their individual positions within
the company. They are each allocated to grades, which in turn comprise a number of remuneration
bands. Annual decisions on percentage pay increases are negotiated between the Board of Manage-
ment and the Works Council. With wages and salaries having risen on average by 3.0 percent in the
2013 financial year, making a combined pay increase over the past three years of up to 11.5 percent,
a pay freeze was agreed for the 2014 financial year.
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The employees’ profit share is in addition tied to the EBIT margin. Upward of an EBIT margin of
5 percent, a bonus is paid out to those who are not entitled to a management bonus. Performance-
related pay components, e.g. for service technicians, were also introduced.

Throughout the group, managers receive (management) bonuses that are agreed individually in
their contracts and depend half on the attainment of company targets, and half on their personal per-
formance. They receive part of annual pay increases in the form of shares. There are no other incentive
schemes involving share components.

CORPORATE COMMUNICATIONS

For technotrans as a technology company, shows and exhibitions are very important. In 2013,
technotrans took part in four different shows worldwide, all focusing on the print sector: Hunkeler
Innovationdays, China Print, Graphitec and IfraExpo. Appearing at such shows is first and foremost
about supporting our major customers, because technotrans benefits indirectly from the orders they
place. They are also important wherever end customers have scope for deciding for or against equip-
ping their systems with technotrans technology. Once they do opt for our equipment for their printing
presses, this in turn sends out a message to printing press manufacturers that they are giving the
market what it wants in fitting technotrans equipment.

technotrans took part in six shows addressing markets outside the printing industry. These inclu-
ded major exhibitions such as the EMO trade fair for metalworking in Hanover, and the Stuttgart Blech-
Expo, but also took part in smaller, more specialised events such as KSS Augsburg, the 5th Stamping
Technology Congress and — for the first time — Northern Manufacturing and Southern Manufacturing in
the UK. The solutions in the spotlight included ones with which the individual cooling tasks for machine
tools can be combined in a compact, cost-effective way, or the extended family of spray.xact solutions
and its spray lubrication variants — offering a flexible, easy way to equip both new and existing stamping
and forming presses.

Termotek AG participated in two shows in 2013: Photonics West in San Francisco (USA), an annual
laser industry exhibition, and Laser in Munich, a trade show that takes place only once every two years,
gave us the opportunity to meet our existing customers and make contact with new ones.

SHARES

The 2013 financial year brought two contrasting halves for technotrans’ shares, too. The posi-
tive share price performance in the first half began with a climb from € 6.93 to around € 10 mid-way
through the year. This development was underpinned by the wider economic environment, which envis-
aged a recovery scenario for the second half. The prospects for the many new product areas in which
technotrans had identified future growth potential also gave added momentum.

By contrast, the economic environment did not improve appreciably in the second half of the year.
With the publication of the First-Half Report, it moreover became clear that it would take quite some
effort to achieve the goals for the full year, which now looked fairly ambitious. The subsequent an-
nouncement of further economy measures and job cuts by a number of major customers drove home
the fact that technotrans is still operating in an extremely difficult environment and that turning to other
markets to compensate for a downturn in its main sales market is no easy matter.

The profit warning in October then prompted the trading price to slip to around € 7.50. technotrans
shares remained more or less at that level and closed the year on € 7.71, up only 11.3 percent on the
end of the previous year.




78

technotrans Annual Report 2013 /GROUP MANAGEMENT REPORT

Share Price January 1, 2010 to February 28, 2014

250%

225%

200%

A s

150%

K) 125%

q” v - H‘lrr i 100%
Y \f'r

75%

2010 2011 2012 2013 2014

I technotrans Il TecDAX

The shares were covered by four analysts (Bankhaus Lampe, HSBC Trinkaus and Burkhardt, M.M.
Warburg, and Montega). We expect to see a further increase in interest along with our entry into attrac-
tive new markets outside the printing industry and the gradual shift of our peer group.

The shares of technotrans AG have been traded on the stock market since March 1998. As a com-
pany listed in the Prime Standard segment, we must meet the highest-possible standards of transpar-
ency. These include quarterly financial reporting in German and English, the publication of a corporate
calendar, holding at least one analysts conference per year and the publication of ad hoc information,
including in English. The shares of technotrans AG were converted from bearer to registered shares in
October 2008. Since the changeover, we have been able to communicate directly with our company’s
shareholders. Having knowledge of the shareholder structure gives us the additional advantage of
being able to target our investor relations work even better.

Transparency and credibility are the cornerstones of our communications with the capital market.
We inform shareholders, analysts, the media and the general public regularly and promptly in press
releases and ad hoc information about our business performance and the situation of the company.
All publications are also available on the Internet. Regardless of whether someone is a shareholder or
is merely interested in the company, and whether they have a large or small shareholding, in addition
to providing written reports we explain individual aspects and answer questions in telephone confe-
rences or face-to-face talks. The result of an information policy that is candid and open to scrutiny is
a relationship of trust with all capital market operators, based on mutual respect, and we attach very
high importance to it.

REPORT ON POST-BALANCE SHEET DATE EVENTS

No events of particular significance affecting the financial performance, financial position or net
worth of the company occurred after the end of the 2013 financial year.
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EXPECTED DEVELOPMENTS, OPPORTUNITIES AND
RISKS REPORT

Future Parameters

The future development of the technotrans Group is influenced by various general parameters
such as global economic development, the development of the capital goods industry in general and
the development specifically of the printing press industry, the machine tool industry and the laser
industry, as well as of other sectors. This growing diversification reduces its dependence on the busi-
ness cycles of the printing industry, while creating the chance to share in the opportunities offered
by various growth markets.

Global Economy

The outlook for the global economy brightened at the turn of 2013/2014 according to the IfW. The
factors that have been proving a serious drag on economic activity in the past two years have declined
in significance, with the result that the IfW experts anticipate a faster growth rate for gross domestic
product over the next two years. In the advanced economies, the rise in production should reach 1.9
percent in the coming year, whereas it was no better than an estimated 1.1 percent in the year that has
just ended. The signs for the German economy likewise point towards expansion. The experts suggest
that a quickening investment cycle will provide a noticeable boost to economic activity in the next two
years. As well as the customary replacement demand, rising capacity utilisation will also increasingly
prompt investment for business expansion. This will be fuelled by the extremely favourable financing
options available for investors.

According to Ifo, exports should likewise continue to rise. This would be good news for German
mechanical and plant engineering companies. The VDMA, too, believes that the business situation has
the potential to develop much more healthily in 2014, if the right political framework is put in place and
the wide-ranging structural problems in emerging economies do not severely hamper growth. Alongside
moderate growth in China, there should once again be growth potential in Europe and the USA in par-
ticular.

Relevant Market

For 2014 as a whole, the VDMA (German Engineering Federation) expects a further upturn in
business with production rising by 3 percent. As the driving force behind its more optimistic overall
assessment, it assumes that the global economy generally will recover further in 2014.

Industry experts anticipate that the offset printing industry will see the web offset market retreat
further, while sheet-fed offset printing will maintain a constant business volume.

By contrast, manufacturers in the machine tool and laser market are approaching 2014 with
confidence. Almost all laser and machine tool manufacturers are aiming for further growth in 2014,
because they are well positioned in crucial markets such as China and the USA.

Risk: The actual economic development of the global economy and the German economy, but espe-
cially of the export-oriented capital goods industry, could differ considerably from these forecasts. At the
time of compiling this report, we rate this risk as moderate and we would, moreover, be able to adjust the
company to changing circumstances at any time at short notice.

As a systems supplier, technotrans still realises a comparatively high proportion of its revenue from
the leading printing press manufacturers worldwide, which are undergoing a continuing process of re-
structuring and capacity-shedding. Economic difficulties for one of these customers or its exit from the
market would potentially have a considerable impact on the financial position and financial performance
of the company in the short term. We consider the risk of a major debt default to be moderate, among
other things based on the latest information from customers and despite the further fall in volumes.
Wherever possible, we have insured against default losses on receivables and have thus further limited
the risk.

Future Development of the Group

technotrans has good prospects of making the new financial year a success through its own efforts.
If business progresses according to plan, the technotrans Group will achieve a further slight increase
in revenue in 2014. By continuing to implement our growth strategy systematically, we will make sure
that technotrans will develop much more independently of the wider economic environment in future.

In the Technology segment, we expect the share of revenue from customers in the printing industry
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to remain more or less stable in 2014. In a conservative scenario, we expect that demand for offset
presses worldwide in the 2014 financial year will remain roughly on a par with 2013. Growth in emer-
ging markets and in the area of packaging printing is likely to be cancelled out by the continuing fall
in demand from established markets and the newspaper sector. On the other hand, we expect robust
demand for digital and flexographic printing presses. We have successfully stepped up our activities
in these growth areas in recent years. We have built a rise in revenue into our plans for the 2014
financial year.

As well as our most recent acquisitions — KLH and Termotek — technotrans’ own development
projects for the new markets will produce a substantial revenue contribution for the first time. These
include, for instance, the application areas of spray lubrication in forming technology, and refrigeration
and filtration systems in the machine tool market. This kind of project often involves a lead time of
three to four years before tangible revenue can be realised. We will therefore continue to work on filling
the pipeline and attracting new customers in 2014, so that we likewise achieve our growth targets in
the next few years.

As before, the Board of Management views acquisitions as an appropriate means of forcefully
bolstering the company’s future growth. It is continually scouting for and analysing suitable options.
For technotrans as a strategic investor, suitable targets must both fit in with its market and growth-led
expansion strategy, and offer the prospect of unlocking appropriate synergy potential. In addition, tech-
nologies that would specifically broaden its core skills are fundamentally of great interest.

The Services segment brings in a relatively high proportion of overall revenue and thus plays an
important part in keeping our business stable. We expect that area, too, to deliver a further slight rise
in revenue in 2014, and we anticipate being able to tap fresh potential through the mere fact that the
new group companies are now using our worldwide service network.

Overall, our plans envisage the technotrans Group achieving revenue of € 110 million in the 2014
financial year (+/— 5 percent). Having already envisaged that level for the past financial year, and given
the underlying situation, we consider this goal to be realistic; in our assessment, it takes appropriate
account of the opportunities and risks of the new financial year.

Risk: If the expected economic or industry-specific developments or the targets for newly acquired
businesses or expectations of newly developed products should prove to be inaccurate, the revenue and
therefore also the earnings target could be missed. We assess this risk as moderate.

The anticipated revenue growth and the continuing optimisation processes should help improve
the financial performance in the 2014 financial year and bring technotrans an EBIT margin of between
4 and 6 percent.

To handle successfully the many customer projects currently in the start-up phase, we continue
to invest in resources and are also stepping up our sales activities in the new markets. The revenue
volume and the time required to get the new projects off the ground will in turn materially influence the
earnings position. However, we are convinced that we will soon begin to reap rich rewards from this in-
vestment in the future growth of the company, and are therefore prepared to bear these costs up front.

Risk: Attainment of the margin targets depends to a very great degree on the planned revenue per-
formance and on keeping costs strictly under control. Unplanned expenses, e.g. for restructuring mea-
sures unexpectedly needed, or unforeseeable additional quality problems, could also cause shortfalls.
There is no evidence of either at the time of writing this report and we rate the risk as low. In drawing up
our plans for the 2014 financial year, we have based our estimates on realistic planning assumptions
and can if necessary take swift corrective action to exclude these risks as far as possible, or minimise
their impact.

On the financial side, based on the planned business performance we expect our borrowings to come
down yet further as a result of scheduled repayments (around € 3.3 million). However, the terms agreed
remain very favourable, so the overall impact on interest expenses for the 2014 financial year will continue
to decline. The effective tax rate for the group is expected to be in the region of 30 percent.

The planned profitability should have a positive impact on cash flow, with the result that technotrans
will still be able to finance operating business and its envisaged investment spending from cash flow in
2014. After interest and capital repayments, the current view is that the free cash flow should be positive
once more.
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Investment and Finance

technotrans had cash and cash equivalents amounting to € 16.7 million at the December 31,
2013 reporting date. This is ample to be able to finance ongoing business in all group companies.
technotrans also has unutilised borrowing facilities which, together with the surplus financial resources,
provide considerable flexibility for following up strategic options where appropriate. Investment spending
on property, plant and equipment is still limited to maintenance investment. The intention is to keep
financing this from cash flow.

It is the declared intention of the Board of Management to continue seizing suitable opportunities to
accelerate the company’s growth through further acquisitions. Depending on the size of the acquisition
targets, the use of both external funding and equity instruments would be considered. Our banks have
expressed an interest in supporting us if required; on the other hand, in the absence of other additional
takeover targets at the time of compiling this report there are as yet no firm pledges.

Risk: A marked deterioration in the financial performance, financial position and net worth compared
with the plans for the 2014 financial year could result in our banks dictating corresponding credit clauses
for certain financial ratios (covenants) when providing future financing. Based on our plans for 2014, we
rate this risk as low.

The prospects for the distribution of a dividend for the 2014 financial year are good, provided the
revenue and earnings targets are achieved. technotrans AG has a sound balance sheet structure. As
matters stand, we would make a distribution of dividend dependent on plans for any major investment
projects that would have a priority claim on financial resources, e.g. a major acquisition, at the time
that decision needs to be reached. Given these conditions, we stand by our dividend declaration that
we again intend to distribute half of our consolidated net profit in the future.

Miscellaneous risks: There are fundamentally procurement and purchasing risks, e.g. in respect of
price stability, availability and quality. This risk is limited by careful management of business processes.
There is furthermore the risk that customer expectations with regard to punctuality of delivery or quality
will not be met. A large number of processes and mechanisms, such as the quality management system,
are intended to anticipate and eliminate such shortcomings. We classify a possible shortage of know-how
carriers, for example due to shortages of suitable recruits on the labour market, as personnel risks. A
large number of key processes in the company are handled with IT support. This creates typical IT risks,
which are countered by means of appropriate processes and precautionary measures. We rate these risks
overall as low.

Future Sales Markets

The recent business results with customers in the printing industry have confirmed our resolve to press
ahead with exploring applications for our core skills in other markets. We will therefore continue to invest in
building up the necessary expertise and capacity, even if those activities are not yet bringing in the corres-
ponding levels of revenue, in an effort to progress along technotrans’ growth pathway.

In order to gain access to further sales markets, we are focusing on our core skills and specifically
addressing niche markets where we can succeed as a system partner to major industrial clients. As part of
the process of opening up those markets, we exhibit for example at shows for the relevant target industries.
We plan to take part in the following shows in 2014: Southern Manufacturing in the UK, World Tobacco Midd-
le East, and the AMB, Euroblech and Battery Conference in Germany.

Risk: The more unknowns (market, customer, technology) there are, the greater the possibility that
efforts to launch new products will not be a success. We tackle this risk by conducting a careful analysis
of the underlying conditions before developing new products, and by carrying out a meticulous selection
process of prototypes; we therefore rate it as low.

We are also continually examining suitable opportunities for acquisitions in order to accelerate the
pace of growth. In view of the strategic importance of these markets of the future, we are investing con-
siderable resources in developing them.

Risk: There are a number of risks involved in taking over companies that could impact our financial
performance, financial position and net worth. We limit these risks by generally first agreeing a partner-
ship so that we can assess our expectations in practice over a certain period. We also shore up the
acquisition’s success by then securing the close involvement of the existing management and offering




82

technotrans Annual Report 2013 /GROUP MANAGEMENT REPORT

them the motivation of incentive payments as part of the agreed purchase price. We therefore rate this
risk in general as low.

We place the spotlight of our Research and Development activities on innovations and optimising our
technologies, both for the printing industry and for other sales markets. The projects are both instigated
by the business units and are initiatives of the development department. In addition, our development
engineers are in close contact with our customers in an effort to identify immediate needs directly in their
everyday production operations, and then to act upon those requirements.

All in all, we do not expect any significant increase in Research and Development spending in 2014.

No major purchase price increases are expected for 2014. On the contrary, the enlarged group of
consolidated companies means we can, if anything, expect more favourable terms for some groups of
materials.

Future Projects to Increase Efficiency and Optimise Processes

The year 2014 will see us adhere to the optimisation processes that we have been practising as
a regular feature of our company in recent years. Over and above that, we will continue to review our
structures and modify them wherever advisable. No measures comparable in scale to those taken
during the crisis are currently planned, but can be implemented if necessary.

Risk: Changes to structures or processes harbour the risk of losing employees and their expertise
if they are unable to identify with the measures taken and are therefore prompted to move. We counter
this risk by involving employees at an early stage, by providing them with comprehensive information,
briefings and training, and by shifting skills from individuals to entire teams. Overall, we therefore rate
this risk as low.

Overall Statement

At the start of 2014, the indications are that there will be a moderate economic development.
technotrans has good prospects of making the new financial year a success through its own efforts.
The technotrans Group will achieve a further slight increase in revenue in 2014.

Our goal is for the technotrans Group to achieve revenue of € 110 million in the 2014 financial year
(+/- 5 percent). Having already envisaged that level for the past financial year, given the underlying
situation we consider this goal to be realistic; an improvement in the business climate would prompt
us to review our targets.

By continuing to implement our growth strategy systematically, we will make sure that technotrans
will develop much more independently of the wider economic environment in future.

We are planning to achieve an EBIT margin of between 4 and 6 percent for the group on the basis
of the anticipated revenue volume, assuming business progresses as expected. We expect to see a
further improvement in the group companies’ profitability. Synergy potential identified in the course of
KLH’s integration will continue to have a positive impact on the profit performance.

The overall risk situation has not changed significantly compared with the previous year, and re-
mains moderate and manageable. The Board of Management is not aware of any potential economic
or legal threat to it as a going concern.

RISK MANAGEMENT AND INTERNAL CONTROL SYSTEM

As a company with activities worldwide, the technotrans Group is, within the context of its business
processes, exposed to a wide range of risks that are part and parcel of any entrepreneurial activity. In
order to seize specific opportunities, it is necessary to take assessable and manageable risks in a delib-
erate and controlled manner. Within a systematic and efficient risk management system, principles of
risk policy are drawn up and current developments regularly logged, analysed, evaluated and — if necessa-
ry — appropriate countermeasures are taken. The risk management system helps to safeguard the group
permanently as a going concern by identifying as early as possible all risks that could materially impair
the net worth, financial position and financial performance of the group. The internal control system (ICS),
which constitutes an integral part of the risk management system, is described in summary form below.
The group-wide risk management system observes the following risk principles, among others:

The overriding risk principle at technotrans is to protect the company as a going concern. No action

or decision may endanger the company as a going concern.
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Any risks to the company as a going concern must be communicated to the Board of Management
without delay.

Necessary risks are consciously accepted to a certain extent in return for economic success. Risks
to income must carry the prospect of an appropriate opportunity of a return.

Risks are to be avoided as far as possible or, insofar as economically advisable, insured against,
continually monitored and brought to the attention of the Board of Management, as well as the
Supervisory Board if necessary, in the context of regular risk reporting. In the event of residual risks,
countermeasures must be taken.

Risk management is designed to promote the awareness of opportunities and risks among tech-
notrans employees, and to guard against potential risks. The necessary procedures and rules of commu-
nication within individual corporate divisions have been defined and established by the Board of Manage-
ment. The superior in charge of each area of operations is responsible for compliance with the standards
and directives on how to handle risks, and control is exercised through audits by Group Accounting and
Controlling as well as by the Board of Management. The risk management system, including the ICS,
is moreover regularly updated and thus constitutes the basis for the systematic identification, analysis,
evaluation, management, documentation and communication of the various risk types and profiles. The
same applies to our compliance programme. We do not tolerate any contravention of applicable law and
to that end regularly examine the internal set of rules as well as our own compliance organisation, and
seek to improve them.

ORGANISATION OF THE RISK MANAGEMENT SYSTEM

Organisationally, risk management is integrated into the tasks of group Accounting and Controlling
and ensures that reports are submitted on a regular basis to the Board of Management and the Super-
visory Board, or Audit Committee. This organisational structure also makes it possible to identify tenden-
cies and risks early on with the aid of key performance indicators, and thus ensures that the group Board
of Management can immediately implement suitable measures if there is a negative shift.

The objective of the ICS in respect of the financial reporting process is to guarantee with reason-
able assurance, through the implementation of controls, that the (Consolidated) Financial Statements
conform to the regulations, notwithstanding the risks identified. The non-central organisation of the ICS
for financial reporting features a uniform, centrally defined reporting structure which, based on the local
statutory requirements, is in harmony with the group principles. The subsidiaries report periodically to
IFRS standards, for group reporting purposes. Newly established or acquired companies are integrated
into this reporting process as swiftly as possible. There are no uniform ERP and bookkeeping systems
throughout the entire group, and uniform reporting structures are used to integrate figures into group
Accounting and Controlling. To guarantee uniform reporting, there exist corporate guidelines such as
financial reporting and consolidation manuals, compliance with which is examined in regular compliance
audits. At intermittent intervals, internal checks on the subsidiaries’ financial reporting are performed in
situ, examinations and plausibility checks are carried out on a test basis, and at the end of the financial
year the local financial statements are audited before they are released for the Consolidated Financial
Statements. All measures taken and the ongoing refinement and adjustment of the ICS help to assure
the reliability of financial reporting. On the other hand, even suitable, functioning systems cannot provide
any absolute guarantee that risks will be identified and controlled.

Group-wide, technotrans has a standardised organisation for risk management. Risks within tech-
notrans AG and its subsidiaries are recorded promptly and non-centrally within the regular risk reports
(quarterly). These include changes to risks already identified, as well as new developments that could
lead to the creation of additional risks. The risks are analysed, evaluated based on their probability and
the potential loss involved, and matched up with appropriate measures. Residual risks are evaluated
again and further measures are earmarked for them. For example, to avoid defaults every customer is
issued with a general or individual credit limit (which possibly takes into account the amount of trade
credit insurance cover) and their payment history is monitored. Receivables are regularly analysed to as-
sess what measures are needed in order to close overdue items, and these are then discussed with the
customer. In the case of customers for standard business, the next stage is to announce the suspension
of supplies and then to enforce that suspension until the customer is back below the credit limit. In par-
allel, external sources are used to assess customers’ creditworthiness on a regular basis and to adjust
the credit limits if necessary. This is also practised after supplies have repeatedly been suspended.




84

technotrans Annual Report 2013 /GROUP MANAGEMENT REPORT

RISK CATEGORISATION

Taking account of the potential impact of a loss and the probability of risks materialising, individual
risk potentials are calculated for quantifiable risks. These are then placed in relation to the planned net
profit for the period (plan EBIT) to obtain the assessment basis for the risk category (risk categories low,
medium and high).

technotrans uses this as the basis for classifying its risks for 2014
as low if the risk potential is assessed at a value of less than 10 percent of the plan result,
as medium if the risk potential is assessed at a value of between 10 and 20 percent of the plan
result, and
as high or as a threat to the company as a going concern if the risk potential is assessed at a value
of more than 20 percent of the plan result.
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over authorised to dispose of the acquired treasury shares in a manner other than via the stock market
or by offering them to all shareholders if transfer to a third party takes the form of counter-performance
in the context of the acquisition of companies or of participating interests. The price at which the acqui-
red treasury shares are surrendered to a third party shall not significantly undercut the average Xetra
closing price on the Frankfurt Stock Exchange on the last five trading days before the concluding of the
agreement on the acquisition of the company or participating interest. The acquired treasury shares
may also be used in fulfilment of obligations in respect of conversion options granted as a result of
the issuing of convertible bonds. The subscription right of the shareholders is excluded for the use of
treasury shares in the last three cases.

By December 31, 2013, a total of 690,000 treasury shares had been acquired via the stock
market on the basis of the authorisation. At the end of 2008, 54,132 shares from this total, at the
end of 2009 39,618 shares, at the end of 2010 28,620 shares, at the end of 2011 43,740 shares,
at the end of 2012 22,629 shares, and at the end of 2013 a further 33,918 shares were voluntarily
distributed to the employees as part of their Christmas bonus, along with 4,152 shares by way of a

DIS CLOSURES AND EXPLANATORY NOTES RELATING remuneration component. Furthermore, 49,000 treasury shares were issued in the 2011 financial year
TO TAI{EOVER as part of the purchase price of Termotek AG.

The following disclosures satisfy the requirements pursuant to Section 315 (4) of German Civil Code

(BGB) and Section 120 (3) second sentence of German Stock Corporation Act (AktG).

1. The issued capital at December 31, 2013 comprises 6,907,665 fully paid no par value shares each
representing a nominal amount of € 1 of the share capital. The shares of technotrans AG are registered
shares. Exclusively ordinary shares have been issued; the rights and obligations arising from them con-
form to the relevant statutory regulations. They are subject to restrictions on voting rights and transfer
only in those cases laid down by law, and not pursuant to the articles of incorporation. The Board of
Management has not been notified of any voting trust agreements between shareholders.

2. No direct or indirect interests in the capital amounting to more than 10 percent of the voting rights are
known.

3. All shares carry identical rights. No shares are equipped with special rights, in particular none imparting
authority to control.

4. Employees participating in the capital exercise their voting rights directly.

5. The statutory requirements pursuant to Sections 84, 85 of AktG on the appointment and dismissal of
the members of the Board of Management are applied. The articles of incorporation of the company
contain no regulations over and above Section 84 of AktG. Pursuant to Section 179 of AktG, amend-
ments to the articles of incorporation require a resolution of the Shareholders’ Meeting carried by a
voting majority of 75 percent.

6. The Board of Management is, with the consent of the Supervisory Board, authorised to increase the
share capital on one or more occasions by up to a total of € 3,450,000.00 until April 30, 2015, through
the issue of new shares against contributions in cash or in kind. No use was made of this authorisa-
tion in 2013. The subscription right of shareholders may be excluded insofar as the requirements of
Section 186 (3) fourth sentence of AktG are met in the case of employee shares or the acquisition of
companies or of participating interests in companies, if the acquisition or participating interest is in the
properly understood interests of the company; the subscription right may moreover be excluded for the
purpose of compensating for fractional amounts.

The Board of Management is furthermore authorised until April 30, 2015, to acquire treasury
shares of a nominal amount of up to € 690,000.00. If acquired by stock exchange dealings, the
purchase price per share shall not exceed or undercut by more than 10 percent the average Xetra
closing price (or, insofar as the Xetra closing price serves as the basis for this authorisation, the clo-
sing price determined by a successor system taking the place of the Xetra system) on the Frankfurt
Stock Exchange on the five trading days preceding the acquisition. If acquired on the basis of a public
offer to buy, the acquisition price per share shall not exceed or undercut by more than 10 percent the
average Xetra closing price on the Frankfurt Stock Exchange on the five last trading days before initial
disclosure of the offer.

The Board of Management is authorised to retire all or some of the treasury shares acquired on the
basis of the authorisation, without the need for a further shareholders’ resolution.

The Board of Management is furthermore authorised to dispose of the acquired shares via the
stock market or to third parties, by cash sale. In these cases the selling price shall not undercut the
average Xetra closing price on the Frankfurt Stock Exchange on the five trading days prior to sale by
more than 5 percent. The Board of Management is, with the consent of the Supervisory Board, more-

- The Board of Management is in addition authorised, in accordance with the shareholders’ resolu-

tion of May 8, 2009 and with the consent of the Supervisory Board, to issue bonds with a term of a
maximum of 5 years on one or more occasions up until May 7, 2014, of an aggregate nominal amount
of up to € 10 million and to grant the bearers of bonds conversion options on up to 690,000 treasury
shares.

7. There are no material agreements of the parent company that are conditional on a change of control
following a takeover bid.

8. No compensation has been agreed with the members of the Board of Management or employees in
the event of a takeover bid.

CORPORATE GOVERNANCE DECLARATION

The current version of the Corporate Governance Declaration pursuant to Section 289a of German
Commercial Code (HGB) can be found on the Internet at: http://www.technotrans.de/de/investor-rela-
tions/corporate-governance/erklaerung-zur-unternehmensfuehrung.html

DISCLAIMER

The Group Management Report contains future-related statements. Considerable variation between
anticipated developments and actual outcomes is possible due to any aforementioned or other element
of uncertainty, or if the assumptions on the basis of which the forecasts are made prove to be incorrect.
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CONSOLIDATED BALANCE SHEET

ASSETS Note 31/12/2013 31/12/2012 31/12/2011
€000 €000 € '000
Non-current assets
Property, plant and equipment 1 15,990 14,208 15,782
Investment property 2 0 0 4,016
Goodwill g 5,828 3,134 2,549
Intangible assets 4 5,050 1,681 1,862
Income tax receivable 8 171 224 276
Financial assets 5 49 119 384
Deferred tax 27 2,721 3,021 3,716
29,809 22,387 28,585
Current assets
Inventories 6 14,330 13,490 14,030
Trade receivables 7 10,178 8,651 9,985
Income tax receivable 8 648 356 394
Financial assets 9 684 613 382
Other assets 9 647 493 1,091
Cash and cash equivalents 10 16,723 18,715 12,798
43,210 42,318 38,630
Total assets 73,019 64,705 67,215
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EQUITY AND LIABILITIES Note 31/12/2013 31/12/2012 31/12/2011
€ '000 €000 €000
Equity 11
Issued capital 6,908 6,908 6,908
Capital reserve 12,928 12,928 12,928
Retained earnings 32,275 30,231 27,394
Other reserves -12,327 -12,296 -12,958
Net profit for the period 3,016 3,094 3,019
Total equity attributable to technotrans AG shareholders 42,800 40,865 37,291
Non-controlling interests in equity 943 0 0
43,743 40,865 37,291
Non-current liabilities
Borrowings 12 11,620 6,395 6,819
Provisions 16 923 925 1,127
Other financial liabilities 13 888 1,271 1,857
Deferred tax 27 889 18 18
14,320 8,609 9,821
Current liabilities
Borrowings 12 3,293 2,933 9,742
Trade payables 14 2,644 2,142 3,123
Prepayments received 15 1,290 2,321 1,019
Provisions 16 4,483 4,874 4,404
Income tax payable 17 564 201 181
Financial liabilities 18 1,212 1,064 641
Other liabilities 18 1,470 1,696 993
14,956 15,231 20,103
Total equity and liabilities 73,019 64,705 67,215
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Note 2013 2012 2011 Note 2013 2012 2011
€ '000 €000 €000 €000 €000 €000
Revenue 19 105,207 90,662 97,265 Net profit for the period 11 2,952 3,094 3,019
of which Technology 65,988 53,733 61,673
Oth 1t
of which Services 39,219 36,920 35,592 errest
Cost of sales 20 -72,083 -59,010 -66,486 Items that were or must be reclassified to Income Statement
Gross profit 33,124 31,652 30,779 Exchange differences from the translation of foreign group companies -115 729 178
Distribution costs 21 -15,025 -13,459 -14,419 Exchange rate differences from net investments in a foreign operation -511 -382 109
Administrative expenses 22 -12,221 -10,813 -11,469 Deferred tax -8 90 -43
Development costs 23 -2,985 -2,241 -2,046 Change in the amount recognised within equity -519 -292 66
ti t ts in a forei ti
Other operating income 24 2,860 2,101 4,240 (net investments in a foreign operation)
Other operating expenses 25 -1,127 -1,883 -2,298 Change in the market values of cash flow hedges 87 -153 -38
Earnings before interest and taxes (EBIT) 4,626 5,357 4,787 Amount transferred to the Income Statement -9 10 0
Deferred tax -23 43 11
Financial income 30 39 37
Change in the amount recognised within equity (cash flow hedges) 55 -100 -27
Financial charges -918 -720 -925
Other profit after tax -579 337 217
Net finance costs 26 -888 -681 -888
Overall result for the financial year 2,373 3,431 3,236
Profit before tax 3,738 4,676 3,899 of which:
Income tax expense 27 -786 -1,582 -880 Profit attributable to technotrans AG shareholders 2,437 3,431 3,236
Net profit for the period 2,952 3,094 3,019 Profit/loss attributable to non-controlling interests -64 0 0
of which:
Profit attributable to technotrans AG shareholders 3,016 3,094 3,019
Profit/loss attributable to non-controlling interests -64 0 0
Earnings per share (€) 28
basic 0.47 0.48 0.47
diluted 0.47 0.48 0.47
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CONSOLIDATED CASH FLOW STATEMENT

Note 2013 2012 2011
€000 €000 € '000
Cash flow from operating activities 29
Net profit for the period 2,952 3,094 3,019
Adjustments for:
Depreciation and amortisation 3,189 2,962 3,193
Share-based payment transactions 274 143 184
Income tax expense 786 1,582 880
Gain (-)/loss (+) on the disposal of property, plant and equipment 8 -108 -109
Foreign exchange losses (+) / gains (-) -457 465 25
Financial income -30 -39 -37
Financial charges 918 720 925
Cash flow from operating activities 7,640 8,819 8,080
before working capital changes
Change in:
receivables and other current assets -446 1,903 1,212
inventories 1,226 540 2,356
other non-current assets 70 959 267
liabilities -3,527 -152 -2,388
provisions -713 215 -1,843
Cash from operating activities 4,250 12,284 7,684
Interest income 20 27 22
Interest expense -1,054 -638 -820
Income taxes paid/income tax rebates -523 -694 -1,018
Net cash from operating activities 2,693 10,979 5,868
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Note 2013 2012 2011
€000 €'000 €000

Cash flow from investing activities 30
Cash payments for investments in property, plant and equipment and in intangible assets -2,342 -1,427 -1,405
Cash payments for the acquisition of consolidated companies -4,158 -762 -1,016
Proceeds from the sale of property, plant and equipment 374 4,382 159
Net cash used for investing activities -6,126 2,193 -2,262

Cash flow from financing activities 31
Cash receipts from the raising of short-term and long-term loans 6,600 3,300 0
Cash payments from the repayment of loans -4,234 -10,533 -3,831
Distributions to investors -776 0 0
Cash payments for the acquisition of non-controlling interests 0 0 -316
Net cash used in financing activities 1,590 -17,233 -4,147
Net increase/decrease in cash and cash equivalents -1,843 5,939 -541
Cash and cash equivalents at start of period 18,715 12,798 13,125
Net effect of currency translation in cash and cash equivalents -149 -22 214
Cash and cash equivalents at end of period 10, 32 16,723 18,715 12,798
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STATEMENT OF MOVEMENTS IN EQUITY

(SEE NOTES, SECTION 11)

Issued capital

Capital reserve

Retained Earnings

FINANCIAL STATEMENT/
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Total equity  Non-controlling Group equity
Exchange Reserve for exchange Hedging Treasury attributable to interests in
differences rate differences reserve shares  technotrans AG equity
from the financing shareholders
of investments
€000 €000 €000 €000 €000 €000 €000 €000 €000 €000
01/01/2011 6,908 12,928 28,557 -5,177 -1,155 -9 -8,168 33,884 0 33,884
Overall result for the financial year
Net profit for the period 0 0 3,019 0 0 0 0 3,019 0 3,019
Other result 0 0 0 178 66 -27 0 217 0 217
Overall result for the financial year 0 0 3,019 178 66 -217 0 3,236 0 3,236
Transactions with owners
tAOC(;uCi;i;ir(])geoi; rzi)nn(i;i(;t?/ interests not leading 0 0 985 0 0 0 0 985 0 285
Issuance of treasury shares 0 0 -878 0 0 0 1,334 456 0 456
Transactions with owners 0 0 -1,163 0 0 0 1,334 171 0 171
31/12/2011 / 01/01/2012 6,908 12,928 30,413 -4,999 -1,089 -36 -6,834 37,291 0 37,291
Overall result for the financial year
Net profit for the period 0 0 3,094 0 0 0 0 3,094 0 3,094
Other result 0 0 0 729 -292 -100 0 337 0 337
Overall result for the financial year 0 0 3,094 729 -292 -100 0 3,431 0 3,431
Transactions with owners
Issuance of treasury shares 0 0 -182 0 0 0 325 143 0 143
Transactions with owners 0 0 -182 0 0 0 325 143 0 143
31/12/2012 / 01/01/2013 6,908 12,928 33,325 -4,270 -1,381 -136 -6,509 40,865 0 40,865
Overall result for the financial year
Net profit for the period 0 0 3,016 0 0 0 0 3,016 -64 2,952
Other result 0 0 0 -115 -519 55) 0 -579 0 -579
Overall result for the financial year 0 0 3,016 -115 -519 55 0 2,437 -64 2,373
Transactions with owners
e e : : : : : : : o o am
Distribution of profit 0 0 -776 0 0 0 0 -776 0 -776
Issuance of treasury shares 0 0 -274 0 0 0 548 274 0 274
Transactions with owners 0 0 -1,050 0 0 0 548 -502 1,007 505
31/12/2013 6,908 12,928 35,291 -4,385 -1,900 -81 -5,961 42,800 943 43,743
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NOTES

SEGMENT REPORT Technology Services  Consolidated/ Group
BY DIVISION not allocated
€000 €000 €000 €000
External revenue 2013 65,988 39,219 0 105,207
2012 53,733 36,929 0 90,662
2011 61,673 35,592 0 97,265
Internal revenue 2013 7,156 7,608 -14,764 0
2012 6,027 7,011 -13,038 0
2011 7,456 6,904 -14,360 0
Inter-segment revenue 2013 0 1,216 -1,216 0
2012 0 1,049 -1,049 0
2011 0 957 -957 0
Segment result 2013 -1,841 6,467 0 4,626
2012 -762 6,119 0 5,357
2011 -897 5,684 0 4,787
Segment assets 2013 37,056 15,675 20,288 73,019
2012 28,901 13,311 22,493 64,705
2011 33,338 16,693 17,184 67,215
Investment 2013 1,909 433 0 2,342
2012 1,214 213 0 1,427
2011 959 446 0 1,405
Depreciation and amortisation 2013 2,599 590 0 3,189
2012 2,243 719 0 2,962
2011 2,093 1,100 0 3,193
I.  APPLICATION OF IFRS — BASIC NOTES

technotrans AG is a publicly traded corporation domiciled in Sassenberg, Germany. These Con-
solidated Financial Statements of technotrans AG and its subsidiaries (the “group”) at December
31, 2013 were approved for presentation to the Supervisory Board by resolution of the Board of Ma-
nagement of February 27, 2014. The task of the Supervisory Board is to examine the Consolidated
Financial Statements and declare whether it will sign off the Consolidated Financial Statements.

The Consolidated Financial Statements have been prepared on the basis of Section 315a of
German Commercial Code (“Consolidated financial statements to international financial reporting
standards”) in accordance with the International Financial Reporting Standards (IFRS) and the ac-
companying interpretations of the International Accounting Standards Board (IASB). All standards the
application of which is mandatory, as adopted by the European Union, were applied.

The Consolidated Financial Statements are based on standard recognition and measurement
principles. They are expressed in € thousand.
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A) CONSOLIDATED COMPANIES
The Consolidated Financial Statements include technotrans AG and the 18 subsidiaries over which
it can exercise direct or indirect control. Control is routinely deemed to exist where a majority of voting
rights is held. In addition, one special purpose entity is consolidated because — taking account of the
economic content of its relationship with technotrans — a controlling influence can be exercised on the
special purpose entity a defined by SIC-12.10.
The balance sheet date for all companies included in the Consolidated Financial Statements is
December 31.
COMPANY Domicile Interest Equity* Revenue* Profit
after tax*
in % €000 €000 €000
parent
technotrans AG D Sassenberg company 39,158 56,464 2,672
Termotek AG D  Baden-Baden 100 2,486 10,255 755
gds AG D Sassenberg 100 2,781 4,374 89
gds-Sprachenwelt GmbH D Hiinfeld 51 295 1,796 185
ISD GmbH CH Regensdorf iy -26 116 -4
technotrans graphics Itd. GB Colchester 100 772 3,115 185
technotrans france s.a.r.l. (Saint-Maximin and Madrid) F  Saint-Maximin 100 1,312 5,026 103
technotrans italia s.r.l. | Legnano 100 864 2,434 84
technotrans scandinavia AB S Akersberga 100 416 0 420
technotrans america inc. USA Mt Prospect 100 3,977 9,397 693
technotrans américa latina ltda. BR Sao Paulo 100 -1,962 1,555 -39
technotrans Asia Pacific limited (Hong Kong and Tokyo) CHN Hong Kong 100 -1,520 1,503 2
technotrans printing equipment, (Beijing) co. Ltd. CHN Beijing 100 -263 1,577 49
technotrans technologies pte. Itd.
(Singapore and Melbourne) SGP Singapore 100 522 2,109 56
technotrans middle east FZ-LLC UAE Dubai 100 431 941 29
technotrans india pvt Itd IN Chennai 100 -14 328 3
KLH Kaltetechnik GmbH D  Bad Doberan 65 332 13,359 25
KLH Cooling International Pte. Ltd. SGP Singapore 65 265 2,289 234
Taicang KLH Cooling Systems Co. Ltd. CHN Taicang 65 284 3,163 49
SHT Immobilienbesitz GmbH & Co. Vermietungs KG D Mainz 94 x** -1 0 0

* EQUITY, REVENUE AND PROFIT AFTER TAX HAVE BEEN TAKEN FROM THE IFRS PACKAGES OF EACH SUBSIDIARY (PRIOR TO CONSOLIDATION).
**  INDIRECT INTEREST HELD VIA GDS-SPRACHENWELT GMBH.
**%  LIMITED PARTNERSHIP INTEREST HELD BY KLH KALTETECHNIK GMBH; SPECIAL PURPOSE ENTITY AS DEFINED BY SIC-12.

On January 1, 2013 technotrans AG acquired 65.0 percent of the shares, and thus control, of KLH
Kaltetechnik GmbH, Bad Doberan (Germany), as well as of its sister companies KLH Cooling Internati-
onal Pte. Ltd (Singapore) and Taicang KLH Cooling Systems Co. Ltd., Taicang (PR China). The acquired
companies offer cooling solutions for laser technology. The reason for this acquisition is the expansion
of the company’s presence in the growth market of the laser industry and its increased activities outside
the printing industry.

At the same time technotrans AG acquired an indirect interest in SHT Immobilienbesitz GmbH & Co.
Vermietungs KG, Mainz (Germany), in which KLH Kaltetechnik GmbH holds a limited partnership share of
94 percent. SHT Immobilienbesitz GmbH & Co. Vermietungs KG is the owner of the factory premises in
Bad Doberan, which are let out to KLH Kaltetechnik GmbH. Because this company is controlled by KLH
Kaltetechnik GmbH based on an economic assessment of the relationship, SHT Immobilienbesitz GmbH
& Co. Vermietungs KG is consolidated as a special purpose entity as defined by SIC-12.

By way of counter-performance for the entire acquisition, technotrans AG granted the sellers a fixed
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payment of € 4,000 thousand. A conditional purchase price component dependent on the profit perfor-
mance over the years 2013 to 2017 was also agreed. If EBIT of at least € 600 thousand is achieved in
a given year, technotrans AG is obliged to pay the selling shareholders 15 percent of the amount over
and above that figure by way of a retroactive purchase price. The conditional purchase price is capped at
€ 600 thousand. This obligation was recognised as a liability of € 565 thousand at the time of acquisiti-
on. The amount recognised as a liability was determined on the basis of EBIT estimates for the acquired
companies. The conditional purchase price payments based on this calculation were discounted with
effect from the date of acquisition. The acquired companies contributed € 16,399 thousand towards
consolidated revenue. Their contribution to the net profit for the period was € —-183 thousand. The com-
panies were included in consolidation from the date of their acquisition.

In connection with the business combination, incidental acquisition costs totalling € 119 thousand
were incurred for legal fees and due diligence costs. These costs were reported under the administra-

tive expenses.

The corporate acquisition had the following effects on the Consolidated Financial Statements of

technotrans AG:

Carrying amount Revaluation Fair value
before acquisition of assets
and liabilities
€000 €000 € '000
Intangible assets 14 3,600 3,614
Property, plant and equipment 3,159 -231 2,928
Deferred tax assets 177 0 177
Inventories 2,106 0 2,106
Receivables and other assets 1,458 0 1,458
Cash and cash equivalents 675 0 675
Total assets 7,589 3,369 10,958
Provisions 320 0 320
Liabilities 6,680 0 6,680
Deferred tax liabilities 0 1,080 1,080
Total liabilities 7,000 1,080 8,080
Identifiable assets and debts 589 2,289 2,878
Goodwill 2,694
Non-controlling interests based on -1,007
the share of assets and liabilities
Cost of acquisition 4,565
of which paid 4,000
of which conditional purchase price 565
Total 4,565
Cash and cash equivalents acquired -675
Net cash outflow 3,325

The trade receivables comprise gross amounts due for contractual receivables totalling € 1,044
thousand, of which the € 171 thousand were estimated to be probably uncollectable at the time of
acquisition.

The fair value of the customer base of € 3,600 thousand was determined using the discounted cash
flow method, on the basis of assumptions. The starting point for the cash flow forecasts for the custo-
mer base was the revenue trends for the relevant customer group for the 2013 to 2017 financial years.
For calculation purposes, an average growth trend of 5.4 percent and an average EBIT of 7.4 percent
were forecast. Discounting of the anticipated cash flows is based on weighted after-tax cost-of-capital
rates of 5.5 percent and 9.5 percent, depending on country. The useful life is five years. The customer
base is amortised by the straight-line method.
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The goodwill of € 2,694 thousand includes non-separable intangible assets such as anticipated sy-
nergy and earnings potential, which was not recognised separately. Purchase price allocation has been
completed. The goodwill is not deductible for income tax purposes.

The shares in gds Schweiz GmbH, Regensdorf (Switzerland) were disposed of with effect from July
1, 2013. The company was deconsolidated in the financial year under review. In connection with its
deconsolidations a profit of € 50 thousand was realised and is reported under other operating income.

In addition, technotrans trading co. Ltd., Shanghai (PR China) was wound up with effect from No-
vember 26, 2013 and likewise deconsolidated in the financial year. The deconsolidation gain was € 55
thousand and was recorded under other operating income.

The operating activities of technotrans scandinavia AB, Akersberga (Sweden) were halted in the
2013 financial year.

B) CONSOLIDATION METHODS

The Consolidated Financial Statements are based on the group companies’ annual financial state-
ments (Commercial Balance Sheet |l based on IFRS) prepared in accordance with standard recognition
and measurement principles at December 31, 2013.

Capital consolidation for the subsidiaries is performed according to the purchase method pursuant to
IFRS 3. The costs of acquisition of the business combination in each case correspond to the cash com-
ponents paid and the liabilities arising and acquired at the time of acquisition. These costs of acquisition
are distributed between the identifiable assets, liabilities and contingent liabilities of the acquiree by their
recognition at the respective fair values at the time of acquisition. The positive differences remaining af-
ter purchase price allocation are recognised as goodwill. The non-controlling interests were measured at
acquisition cost (partial goodwill method). Changes in the group’s interest in a subsidiary that do not lead
to a loss of control are reported as equity transactions. Goodwill is recognised as an asset and subjected
to an impairment test annually. The costs associated with the business combination are recognised as
an expense when they arise.

All intra-group receivables and liabilities, revenues, expenses and income as well as balances from
intra-group supplies are eliminated on consolidation. Where necessary, deferred taxes are stated for
consolidation processes affecting income.

C) RECOGNITION AND MEASUREMENT PRINCIPLES

With the exception of certain financial instruments that are reported at fair value, the Consolidated
Financial Statements are prepared based on historical cost.

Estimates and Judgments Made for Financial Reporting Purposes

The preparation of the Consolidated Financial Statements in accordance with IFRS requires the
Board of Management to make estimates and assumptions which exercise influence on the amounts
reported and the disclosures made on them in the Notes. Key exercises of judgment outside the con-
text of estimates concern the definition of the cash-generating units, the consolidation of the special
purpose entity and the measurement method for the non-controlling interests.

All estimates and assumptions are made to the best of our knowledge, in the interests of providing
a true and fair view of the net worth, financial position and financial performance of the group. Such
estimates and assumption-based policies involve uncertainty and may change in the course of time.
The actual results may deviate from these assessments. Responsibility for regularly monitoring all key
fair value measurements, including the Level 3 fair values, rests with Group Controlling. Changes are
reported to the Finance Director. Regular reviews of the key non-observable input factors and of fair
value adjustments are carried out.

The assessments and underlying assumptions are examined on a regular basis. If a reassessment
results in a difference, that difference is reported in the accounting period in which the reassessment
was made if it relates to that period only. It is recorded in the accounting period in which the reassess-
ment was made, as well as in subsequent periods if it also influences the subsequent periods.

Assessments made by the Board of Management that are subject to a significant degree of uncer-
tainty and bring with them the risk of significant adjustments in future financial years concern the
following matters in particular:
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1) Accounting of Acquisitions

Goodwill is reported in the Consolidated Balance Sheet following acquisitions. Upon the initial
consolidation of an acquisition, all identifiable assets, liabilities and potential liabilities are stated at
their fair value at the date of acquisition. Assets such as land, buildings, and plant and equipment are
normally measured on the basis of independent appraisals, while the fair value of an intangible asset
is determined internally according to its nature and the complexity of its measurement, applying an
appropriate measurement technique. The assumptions made here are regularly subject to forecasting
uncertainty. KLH Kaltetechnik GmbH, KLH Cooling International Pte. Ltd. and Taicang KLH Cooling
Systems Co. Ltd. were acquired in the 2013 financial year. Fair values for all identifiable assets and
liabilities were established and recognised as part of the initial consolidation process. The balance
remaining after purchase price allocation is reported as goodwill. There is in addition goodwill as a
result of the interest acquired in Termotek AG in 2011 and the acquisition of gds-Sprachenwelt GmbH
in 2012. Goodwill is tested for impairment once a year or whenever any basis for impairment is identi-
fied. With regard to “key exercises of judgment in the context of financial reporting for 2013”, see the
Notes, Section 3 “Goodwill” and Section 4 “Intangible Assets”.

2) Assessment of the Value of Assets

At each balance sheet date the Board of Management is to assess whether there is any indication
that the carrying amount of an item of property, plant and equipment or an intangible asset might be
impaired. In that case, the recoverable amount of the asset in question is estimated. The recoverable
amount corresponds to the higher of the fair value less the costs of disposal, or the value in use. In
order to determine the value in use, the discounted future cash flows of the asset in question need
to be determined. This estimate involves key assumptions about the underlying economic situation
and future cash flows. Changes to these assumptions or circumstances could result in additional
reductions for impairment in the future, or in reversals. With regard to “key exercises of judgment in
the context of financial reporting for 2013”, see the Notes, Section 1 “Property, Plant and Equipment”.

3) Recognition and Measurement of Provisions

The determination of all provisions, and in particular of provisions for warranties, inherently in-
volves estimates. With regard to “key exercises of judgment in the context of financial reporting for
2013, see the Notes, Section 16 “Provisions”.

4) Income Tax Expense

Because the group has operations and generates income in many different countries, it is subject
to widely varying tax laws in a large number of tax regimes. Although the management believes it has
made a reasonable estimate of fiscal imponderables, there can be no assurance that the outcome
of such fiscal imponderables will correspond to the original estimate. Any differences could have an
impact on the tax liabilities and the deferred taxes. At every balance sheet date, the Board of Manage-
ment assesses whether the realisability of future tax benefits is sufficiently probable for the reporting
of deferred tax assets. This requires the management among other things to assess the tax benefits
that arise from the available tax planning strategies and future taxable income. The deferred tax as-
sets reported could decrease if the estimates of planned taxable income are reduced or if changes to
current tax laws restrict the realisability of future tax benefits.

The application of a specific IFRS is indicated in the notes to the individual items of the financial
statements. The following methods of recognition and measurement were fundamentally applied:

Property, plant and equipment are reported at historical cost less depreciation and accumulated
impairment losses. Retrospective costs of acquisition are capitalised where they increase the value
of the property, plant and equipment. In the case of self-constructed assets, the cost of conversion
is calculated on the basis of prime costs as well as the systematically allocable fixed and variable
production overheads, including depreciation. Regular maintenance and repair costs are recorded as
an expense after they have occurred.

Apart from land, items of property, plant and equipment are depreciated according to the straight-
line method, on the basis of their useful life. The useful life and method of depreciation are reassessed
annually. Components of property, plant and equipment with a significant purchase value in relation to
the total value are depreciated separately as appropriate. Upon sale or retirement, the costs and the
corresponding accumulated depreciation for the assets are derecognised from the Balance Sheet; any
gains or losses arising are recognised in the Income Statement.
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USEFUL LIFE OF PROPERTY, PLANT AND EQUIPMENT years
Buildings 2510 50
Land improvements, fixtures and fittings 10 to 15
Tools, plant and equipment 3t0 10
Hardware, vehicle fleet 3tob

Where there is a basis for impairment, property, plant and equipment are examined for impairment
pursuant to IAS 36. Insofar as necessary, the carrying amount for property, plant and equipment is ad-
justed to the recoverable amount. If the circumstances which led to this measure subsequently cease
to apply, this impairment is reversed at most by the net carrying amount that would have applied if no
such reductions for impairment had been made.

The reported goodwill constitutes the difference between the purchase price and the fair value of
the net assets acquired through business combinations. Pursuant to IAS 36, goodwill is to be tested for
impairment once a year or if any basis for a reduction for impairment is established. For the impairment
test, from the acquisition date any goodwill acquired through a business combination is allocated to the
group’s cash-generating units which benefit from the synergy effects from the business combination.
Insofar as necessary, the carrying amount is reduced to the "recoverable amount". Pursuant to IAS
36.124, such impairment is not reversed where the circumstances which led to it subsequently cease
to apply.

Intangible assets, namely concessions, industrial and similar rights and values acquired for con-
sideration, and the customer base are carried at cost. They are amortised by the straight-line method,
according to their useful life. The residual value, useful life and method of depreciation are reassessed
annually.

Self-constructed intangible assets are recognised at cost. Development expenditure on the funda-
mental reengineering of a product is capitalised if the product is technically and economically realisa-
ble, the development is saleable, the expenditure can reliably be measured and the group possesses
adequate resources to complete the development project. Pursuant to IAS 38.65 ff, it comprises the
directly allocable prime costs as well as the production overheads that can be allocated directly to the
creation, manufacture and preparation of the asset, where they arise between the start of the develop-
ment phase and its conclusion. The conditions for capitalisation as laid down in IAS 38.21, 38.22 and
38.57 are met. Amortisation of development expenditure recognised as an intangible asset commen-
ces as soon as the asset is available for use. This usually coincides with the start of its commercial
use. All self-constructed intangible assets acquired for consideration have a finite useful life.

The notes on property, plant and equipment apply analogously to any necessary impairment of
intangible assets to the “recoverable amount”.

The taxes for the period comprise current and deferred taxes. Taxes are recognised in the Income
Statement unless they refer to items that are recognised directly within equity or the other result.
In such cases, the corresponding taxes are likewise recognised within equity or the other result. In
accordance with IAS 12, deferred taxes are accounted for using the balance sheet liability method
in respect of temporary differences between the carrying amounts in the Commercial Balance Sheet
and the Tax Balance Sheet (liability method) and in respect of tax loss carryforwards for creditable tax.
Deferred tax assets for temporary differences as well as tax loss carryforwards are only reported to
the extent that it is probable that sufficient taxable income will be available in the future to make use
of these. The deferred taxes are measured on the basis of the locally applicable tax rates that apply or
have been announced at the balance sheet date.

Deferred tax assets and liabilities ar