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Reporf oflndependent Registered Public Accounting Firm

Board of Directors and Shareholders
Materialise NV
Leuven, Belgiurn

riü iiuvu auuiiùü lliü ¿UüUiílpäl¡J ili8 üUl¡5ûiiüaiCü 5iäiUñìUi¡iS ü¡ iiûAûüiä¡ PüSìi¡ùû ü¡ 'ViAiCû¿iiSü iì V AS û¡ UëCCfiúCi j i. ¿U i ùr UÈCeñúei i i, ;U ¡ f A¡ù
December 3 I , 20 I 4 and the related consolidated income statemen ts, stâtements ofcomprehensive income, changes in equity, and cash flows for each of the
threeyeanintheperiodendedDecember3l ,20l6.Thesefinancial statementsaretheresponsibilityoftheCompany'smanagement Ourresponsibilityisto
cxpress an opinion on thcsc financial statemcnts based on our audits.

'We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the fin¿ncial statements are free ofrnaterial misstatement. The Company is not
requiredtohave,norwcrcwcengagcdroperfonr,anaudítofitsintemal control ovcrfinancialrcporting Ourauditsincludedconsiderationofintemal
control overfinancial reporting as a basis fordesigning audit procedures that are appropnate in the circumstances, but not for the purpose ofexpressing an
opinionontheeffectivenessoftheCompany'sintemalcontroloverfinancialreporting Accordingly,weexpl€ssnosuchopinion Anauditalsoincludes
er-amiuing, on a test basis, evidence suppoding the amounts and disclosures in the financial statements, assessing the accouuting principles used and
significant cstimales madc by managcmcnt, as wcll as evaluating the overall hnancial statemont prescntation. Wc belicve that our audits provide a reasonable
basis for our opinion.

In ouropinion, the consolidated financial statements referred to above pres€nt fairly, in all material rcspects, the financial position ofMaterialise NV at
December 3 1,2016, December 3 1,2015 and December 3 1,2014, and the rEsults ofits operations and its cash flows for each ofthe three years in tbe period
ended December 31,2016, in conformity with Intemational Financial Reporting Standards as issued by the Intemational Accounting Standards Board.

The consolidated financial statements as ofDecember 3 1, 20 1 5 and 2014 and, for each of the two years in lhe period ended December 3 l, 20 1 5, have been
restated to reflect adjustments relating to current defered income and non-current deferred income as described in Note 2 to the consolidated financial
statements.

Zaventem, Belgium

Apnl 28,2017

BDO Bedrijßrevisoren Burg. CVEIA

Represented by

Bcrt Kcgcls

/s/ Bert Kegels
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controlllng Tot¡l

79,033

Share Share

The aecompanying notcs fotm an integral part ofthese condensed interim consolidated financi¿l statements,
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Consolid¡tcd cash flow statcmcnts

in 000€

Operating activities
Net (loss) profit ofthe year
i{o tt-cøs h unci o p e ru t io nui a dj us tmen ts

Depreciation ofproperty, plant & equipment
Amortization of intan gible assets
Impairment of goodwill
Share-based paymen t expense
Loss (gain) on disposal ofproperty, plant & equipment
Govemment grants
Movement in provisions
Mõve.ment reservè foi bad debt
Financial income
Financial expense
Impact of forei gn currencies
Share in loss ofajoint venture (equity method)
Defened tax expense (income)
Income taxes
Fair value adjustment contingent consideration
Other
Working capital adjustment & income tax paid
Increase in trade receivables and other receivables
Decrease (increase) in inventories
Increase in hade payables end otberpayables
Income tax paid
Net cash llow from operating actlvities

For the year ended December 31
Notes 2016 20t5 21n4

(3,01e) (2,860) 1.872

7

6
5

l3
7

6,420
1,954

977

3,498
1,067

5,122
1,585

104
769
(62)

6'75
23
(8)

l0
209
20.8

8

20.1 0
20.10

4

(l4e)

l8
17

(r72)
983

(400)
1,018

374
1,338
(4ss)

(78)

(ll6)
254

(413)
901

(1,530)
401

(761)
J /J

361
(260)

1,03 1

(2;781)
81

73
3t4

23

(s,749)
(31 l)

5,177
(241)

4,839

(6,46s)
(2,482)
9,086
(s30)

8,495

(6,64s)
(l,67 r )
7,148
(246')

2¡s3

The accompanying notes form an integral part ofthese consolidated financial statements.
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in 000€

Investing activities
Purchasc ofproperty, plant & equipm€nt
Purchase of intangible assets
Proceeds from the sale ofproperty, plant & equipment (net)
Acquisition of subsidiary
Investments in joint-vcntures
lnvestments in investments held to maturity
Interest received

Net cash flow used in investing activities
Financing activities

Proceeds from loans & bonowings and convertible debt
Repayment ofloans & borrowings
Repayment of {ìnance leases
Proceeds from the exercise ofwarrants
Capital increase in subsidiary by non-controlling interest
Purchase of non-contrclling interest
Contribution unpaid capital non-controlling interest
Capital increase in parent company
Direct attributable expense capital increase
Interest paid
Other financial incotre (expense)

Net cash llow from (used in) financing activities
Net increase ofcash & cash equivalents

Cash & cash equivalents at beginning ofthe year
Exchange rate di{Terences on cash & cash equivalents
Cash & cash equivalents at end ofthe year

For the year ended December 3 I
Notes 2nl6 201 5 2014

7

6

7

4
8

ll

(12,23'7)

Q,342)
1,928

(8,e07)
(1 ,64 1)

338
(1,619)
(l,000)
10,000

35
(2,7e4)

(e,581)
(e23)
103

(l 0,364)
(s00)

(l 0,000)
20

(31,24í',)

3,299
(3,914\
(1,403)

70,484
(6,27e)

(606)
(4r3)

62,057
3 5,651
r2,598
2.770

51,019

t4
t4
t4
t3

ll
(12,640)

14,669
(2,796')
(r,898)

(630)
(7e)

9,266
5,121

50,726
65

5s,912

5,672
(4,71 r )
(1,546)

95

(t,37't\

t*
(s8e)

88
(1,788)

Q,229')
51,0r9

I,936
50,726

T2

IJ

781

35
t2
12

The accompanying notes form an integrol parl ofthese consolldated financial statements.
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Notes to the con¡olidrtsd fin¡nci¡l 6trtement6

I Corporate informatlon

Materialise NV is a limited liability company with its registered office at Technologielaan 15, 3001 Leuven, Belgium. The consolidated financial statements
comprise Materialise NV (the "Company" or "Parent") and its subsidiaries (col lectively, the "Group"). See Note 26 for a list ofsubsidiaries ofthe Company.

The Group is a ieading providetofadditive manufaciuring (AM) software and ofsophisticated 3D printing serv¡ces. The prociucts and services ofthe Group
are organized in the three segments: Materialise Medical, Materialise Software and Materialise Manufacturing. The Group sells its products in Europe,
Americas and Asia.

The consolidated financial statements ofthe Group for the year ended December 3 I , 20 1 6 were approved and authorized for issue on April 28,2017 in
accordance with a resolution ofthe Parent's Board ofDirecton.
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2 Basis ofpreparation

The consol idated financial statements ofthe Group for the three years ended December 3 I , 20 I 6 werc prepared in accordance with the Intemational Financial
Repoting Standards (IFRS) as issued by the [nternational Acconnting Standards Board (IASB) (collectively "IFRS") and with Intemational Financial
Reporting Standards (IFRS) as adopted by the European Union ("EUIFRS")

These consolidated {inancial statements have been prepared on a historical cost basis, except for the assets and liabilities that have been acquired as part ofa
business combination which have been initially recognìzed at iairvalue and certain financial instruments which are measured at fairvalue

The consolidated {ìnancial statements are presented in thousands ofeuros (K€ or thousands of€) and all "cunency" values are rounded to the nearest
thousand (€000), except whcn otherwise indicated.

The preparation offinancial statements in compliance with adopted IFRS requires the use ofceltain critical accounting estimates. It also requires Group
management to exercisejudgment in applying the Group's accounting policies. The areas where significantjudgment alìd estimates have been made in
preparing the financial statements and theireffect arc discloscd in Note 3.

Neut slandards, interpretations and amendments adopted by lhe Group

The Group has adopted the following new and revised standards and interpretations issued by the IASB and IFRIC that are relevant to its operations and
effcctivc for accounting periods beginning on January l, 20 I 6.

' Amendments to IAS l6 and IAS 38 - Clarìfica¡ion of Acceptable Methods of Depreciations and Amortization, effective for annual periods
beginning on January 1,201 6.

. Amendmen ts to IFRS I I - Accounting for Acquisition of In lerests in Join t Operations, effective for annual periods beginn ing on January I ,
20l 6.

Annual Improvements to IFRS 20 I 2-20 I 4 Cycle, effective for annual periods beginning on January I , 20 I 6.

Amcndments to IFRS I 0, IFRS I 2 and IAS 28 - Investr¡ent Entities: Applying thc Consolidation Exception, effcctivc for annual periods
beginning on January 1,201 6

Amendments to IAS I - Disclosure Initiative, effective forannual periods beginning on January 1,2016.

The application ofthe above uew standards and interpretations did not have a significant impact on the financial position and the results ofthe Group

Cla,ssificalion error

Through September 3 0, 20 I 6, the Group presented all defened income associated with mai ntenance and I icense contracts and projecl contracts as a curent
liability while a potion ofsuch defened income relates to contractual periods that are more than l2 months afterthe reporting date and therefore such
portion should have bcen prcscntcd as non-current. The Group has an incrcasing volurne ofsoftwarc and projcct contracts with a contractual tcnì ofnrorc
than l2 months.

Forthe financial repotting year ended December 3 1,2016, the Group is presenting portions ofits defer¡ed income associated with such contracts as cuneut
and non-current liabil itics. This presentation has becn applicd rctroactivcly for the financial rcporting ycar endcd December 3 1,20 I 5 and 2014.

The impact on the statement offinancial position is as follows:

For th€ yeâr ended
December 3 I

in 000€
Deferred income - cunent - priol to change
Deferred income - current - restated
Reclassifi ed non-current deferred maint€nance rev€nue
Deferred income - non-curent - prior to change
Deferred income - non-current - restated

20t5
16,509
14,696

1,813
92

1,905

2014
I I ,652
10,449
1,203

767
1,970
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3 Summary ofsignificant accounting policies

Basis for consolidation

The consolidated financial statements comprise the fìnancial statements ofthe Gloup and its subsidiaries.

Entities arc fully consolidated tìom the date ofacquisition, which is the date when thc Group obtains control, and continuc to be consolidated until thc date
when such contro¡ ceases. ¡ he iinancrai statements oi the enililes are prepared ror tne same reponrng penoo as tne parent company, usrng consrstent
accounting policies All ¡ntra-Group balances, transactions, unrealized gains and losses resulting from intra-Group transaclions ând dividends are fully
eliminated.

The Group attributes profit or loss and each component ofothercomprehensive income to the owners ofthe parent company and to the non-controlling
interest based on present ownerchip interests, even ifthe results ¡n the non-controlling interest have a negative balance.

A change in the ownership interest ofa subsidiary, without a loss ofcontlol, is accounted for as an equity transaction. Ifthe Group loses control over the
subsidiary, it wi I dcrccognizc thc asscts (including goodwil l) and liabi litics of thc subsidiary, any non-contro lli ng in tcrcst and thc o ttrcr componcn ts ofl
equity related lo the subsidiary. Ary surplus ordeficit arising from lhe loss ofcontrol is recognized in profit orloss. Ifthe Group retains an interest in lhe
previous subsidiary, ihen such inieresi is me¿sureci ai iairvalue ài ihe date the con'rrol is [osi.

Thc proportion allocatcd to thc parent and non-controlling intcrcsts in prcparing thc consolidated financial statcmcnts is dctcrmined bascd solcly on prcscnt
ownership interests.

The following cbanges to the consolidation scope occurred in20l6:

. Liquidation ofthe subsidiary Rapit Fit Holding Inc on February I7,2016;

. Merger of the subsidiary Cenat BVEì A with Materialise NV on June 2 9, 201 6;

. Incorporation of the subsidiary Materialise S.R.L. (Italy) on Jtly 29,20161'

. Incorporation of tbe subsidiary Materialisc Australia PTY Ltd on September 30, 2016;

. Mergcr of the subsidiary Elbimmo NV with Materialisc NV on Novembcr 7, 20 [ 6;

. Liquidation of the subsidiary Materialise Metal BVBA on December 5, 201 6;

. Liquidation of the subsidiary Mobelife NV on December 5,2016

Non-controlling interests

The Group has the choice, on a transaction by transaction basis, to initially rccognize any non-controlling intcrest in the acquirce which is a present
ownership interest and entìlles its holders to a proporlionale share oflthe entity's net assets in the evenr ofliquidation at eiLhetacquisition date fairvalue or,
at the present ownership instruments' propoftionate share in the recognized amounts ofthe acquiree's identifiable net assets Other components of
non-controlling interest such as outstanding share options are generally measured at fair value. The Group has not elected to take the option to use fair value
in acquisitions completed to date and currently does not have non-controlling interest resulting from business combinations

Foreign currency translation

Tbe Group's consolidated financial statements are presenled in euros, which is also the parent company's functional cunency. Foreach entity, the Group
detemìnes the functional currency, and items included in the financial statements of each entity are measured using the functional currency

FinanciaI sIoIemenls oJ Jòreign subsidiat'tes

Foreign subsidiaries use the local currcncies ofthc country whcre thcy opcratc. The statcmcnt olfinancial position is translated into euro at thc closing rate
on the reporting date and their income statement is translated at the average exchange rate at each month-end. Diflerences resulting [rom the translation ofthe
financial slatements ofsaid subsidiaries are recognized in other comprehensive income as "exchange differences on translation offoreign operations".
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Fo reign currc ilc! t rut trsaclio n s

Transactions denominated in foreign currencies are lranslated into euro at the exchange râte at the end ofthe previous month-end. Monetary items in the
statement offìnancial position are translated at the closing rate at each reporting date and the relevant translation adjustments are recognized ìn financial or
oper?ting result depending on its nature

Business combinations and goodwill

Business combinations are accounted forusing the acquisition method at the acquisition date, which is the date at which the Croup obtains control over the
entity. The cost ofan acquisition is measured as the amount ofthe consideration transferred to the seller, measured at the acquisition date lairvalue, and the
amount ofany non-controlling interest in thc acquircc.

The Group measures goodwilt initialty at cost at the acquisition date, being:

. the fairvalue ofthe consideration transfened to the selleq plus

. the amount ofany non-controlling interest in tbe acquiree, plus

. ifthe busìness cot¡bination is achieved in stages, the fairvalue ofthe existing equity interest in the acquiree re-measured at the acquisition date,
lcss

. the fairvalue ofthe net identifiable assets acquired and assumed liabilities

Goodwill is recognized as an intangible asset vr'ith any impairment in carrying value being charged to the consolidated income statement. Where the fair
value ofidentifiable assets, liabilities and contingent liabilities exceed the fairvalue ofconsideration paid, the excess is credited in full to the consolidated
income statement on acquisition datc.

Acquisition costs incu¡red are expensed and included in general and administtatrve expenses.

Any contingent consideration to be transfened by the acquirerwill be recognized at fair value at the acquisition date. Subsequent changes to the fairvalue of
the contingent considcmtion, which is deemed to be an asset or Iiabi li ty, will bc recognized either as a profit or loss or as a change to other comprehensivc
income Ifthecontingentconsiderationisclassifiedasequity,i¡shouldnotbere-measureduntilitisfinallysettledwithinequity.

Acquisition ofnon-co¡trolling interests are accounted for as an equity transactlou.

Investments in jo¡nt ventures

The Group carries investment in a joint venture (RS Print NV). The Group's investments in its joint venture is accounted forusing the equity method. Under
theequitymethod,theinvestmentinthejointventurewasinitiallyrecognizedatcost Thecarryingarnountoftheinvestmentisadjustedtorecognize
changcs in thc Group's sharc ofnet asscts ofthc joint vcnturc since the acquisition date. Goodwill rclating to thc joint venture is included ìn thc carrying
amount of the investment and is not tested for impairment individually.

The incorne statement reflects the Gtoup's share oftlte results ofoperations ofthejoint ventur€. Any change in other comprehensive income ofthejoint
vcnturc is prescnted as part ofthc Group's othcr comprchcnsive income. In addition, whcn thcrc has bcen a changc recognized directly in tlrc cquity ofthe
joint venture, the Group recognizes its share ofthe change in the statement ofchanges in equity. Unrealized gains and losses resulting I'rom transactions
bet\¡/een the Group and thejoint venture are eliminated lo the extent ofthe interest in thejoint venture.

Afterapplication ofthe equity method, the Group detennineswhetherit isnecessary to recognize an irnpairment losson its investment in itsjoint venture. At
each reporting date, the Group determines whether there is objective evidence that the investment in thejoint venture is impaired Ifthere is such evidence,
the Group calculates the amount ofimpairment as the difference between the recoverable amount ofthe Group's interest in thejoint venture (higher ofvalue
in use attd fairvalue less costs to sell), and then recognizes the loss as'Share ofprofìt or loss ofjoint ventures'in the income statement.
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Prùpelty, plârìl rrrd rquiprrrcrrl

Property,plantandequipmentisstatedatcost,netofaccumulateddepreciationand/oraccumulatedimpairmentlosses,ifany Suchcostìncludesborrowing
costs directly attfibutable to consttrction projects ifthe asset necessarily takes a substantial period oftime to get ready for its intended use, it is probable that
they will result in future economic benefits to the group and the cost can be measured reliably. When significant parls of property, plant and equipment are
required to be replaced at into.rals, thc Group rccognizes such parts as individual assets with spccific uscful lives and dcprcciates them accordingly.
Likewise when a maior insnectiôn ¡( nerfnmed its cnst is recnqnize.l in rhe eatryinq 2mounÌ of the propeÍy- plant and eqrlipment as a replacemenl if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in the income statement as incuned.

Depreciation is calculatcd on a straight-linc basis over the estimated useful lives ofthc assets as follows:

Buildings:
Fumiture, Plant & Equipment
Propefty leased Assets -
Leased machines

20-30 years
3-15 years
20-30 years or lease term ifshorter
5-l 0 years or lease term ifshorter

Land is not depreciated

A leased asseL is depreciated over the useful life oflhe asset. However, ifthe¡e is no reasonable certainty that the Group will obtain ownership by the end of
the lease tem, the asset is depreciated overthe shorterof the estimated useful life of the asset or the lease term

An item ofproperty, plant and equipment and any signifìcant part initially recognized is derecognized upon disposal orwhen no future economic benefits
areexpectedfromitsuseordisposal Anygainollossarisingonderecognitionoftheasset(calculatedasthedifferencebetweenthenetdisposal proceeds
and the carrying amount of the asset) is included in the income statemellt when the asset is derecognized

The assets'residual values, useful lives and methods ofdepreciation are reviewed at each fìnancial year-end and adjusted prospectively, ifappropnate

Leases

Thc dctcrmination ofwhcthcr an aftangcmcnt is, or contains, a lease is based on lhe substancc ofthc anangcrncnt at the inception date, whether fulfillr¡ent of
theanangementisdependenlontheuseofaspecificassetorassetsorthearangementconveysarighttousetheasset,evenifthatrìghtisnotexplicitly
specified in an anangement

Finance leases which transler to the Group substantially all the risks and benefits incidental to omership of the leased item, are capitalized at the
comtnencetren! ofthe lease at lhe fair value ol¡he leased itern or, iflower, at the presen! value ofthe minimum lease payments. Lease payments are
apportioned between finance charges and reducrion ofthe lease liabìlity so as lo achieve a constant rate ofinterest on the remaining balance ofrhe liabiÌity

Finance charges are recognized as fiuancial exp€llses in the consolidated income statemerÌt.

Where substantìally alt ofthe risks and rewards incidental to ownership are not lransfened to the Group (an "operating lease"), the total rentals payabLe under
the lease are charged to the consolidated income statement on a straightline basis ove¡ the lease term. The aggregate benefit oflease incenrives is recognized
as a reductiou ofthe rental expense over the lease tem on a straight-line basis

Borrowing costs

Bonowing costs directly attributable to the acquisition, construction or production ofa qualified asset that necessarily takes a snbstantial period oftime ro
prepareforitsintendeduseorsaleat'ecapitalizedaspartofthecostoftherespectiveassets Allotherbonowingcostsareexpensedintheperiodtheyoccur
Borrowing costs consist ofintcrcst and othcr costs that an entity incurs in conncction with [hc bonowing offunds.
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Research and development

Research and development includes the costs incuned by activì ties related to the development ofsoftware solutions (new products, updates and
enhancemen ts), guides and other products.

Developmen t activ ities invo lvc th e appl ication o f rcscarch findin gs or other knowlcdgc to a plan or a dcsign of new or substantially improved (softwarc)
products before the start ofthe commercial use.

Development expenditures on an individual project are recognized as an intangible asset when the Group can demonstrate:

. the tech n ical feasib ility of completing the intangib le asset so that the asset will be available for use or sale;

. its intention to complete and its ability to use orsell the asset;

. how the asset will generate fi¡ture economic bene{its;

. the availability ofrcsources to colnplete the asset,

. thc ability to mcasure reliably the expenditure during developmcnt.

The Group has determined that the conditions for recognizing intemally generated intangible assets fi'om proprietary software, guide and other product
development activities are not met until shortly before the products are available for sale, unless the development is done based upon specific request ofthe
customcr and subjcct to an agreement. As such, developmcnt cxpenditures not satis$ing the above criteria and cxpenditures on thc researcb phase ofintemal
projecls are recognized in the consolidated income statement as incuned.

Intangible assets other than goodwill

Intangible asscts comprise acquired tcchnology and customcr portfolio, patents and licenses, goodwill and tcchnology and custoûlers acquired in connection
with business combinations. Those intangible assets are measured on initial recognition at cost, except for the acquired technology and customers arising
from business combinations, which are measured initiatly at fairvalue. Following initial recognition, intangible assets other than goodwill are carried at cost
less any accumulated amoftization and accumulated impairment losses, ifany.

The useful life of the intangible assets is as follows:

Software:
Patents and licenses:
Acquired customers:
Tcchnology:

3 years;
5 years;
5-l 0 years;
6-1 0 years.

The intangible assets with hnite lives are amortized over their useful economic life and assessed for impairment whenever there is an indication that the
intangible asset may be ìrnpaired. The amodization period and the amortization method for an intangible asset with a finite useful life are reviewed at least at
thc end ofeach rcporting period. Thc amortization cxpcnsc on intangiblc assets with finite lives is recognizcd in thc consolidated income statement bascd on
its funct¡on which may be "cost ofsales", "sale & marketing expenses", "research & development expenses" and "general and administrative expenses"

Impairment ofgoodwill and other non-fìinancial assets (excluding inventories and deferred tax assets)

Impaiment tests on goodvr'ill and othcr intangiblc asscts with indefinite uscful economic livcs arc undcrtakcn annually at the financial year end. Othcr
non-financial assets are subject to impairment testsvr'heneverevents orchanges in circumstances indicate that theircarrying amount may notbe recoverable.
Where the carrying value of an asset exceeds its recovemble amount (i e the higher of value in use and fair value less costs to sel[), the asset is witten down
accordingly.

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is caried out on the smallesr Group oIassets to which
itbelongsforwhichthereareseparatelyidentifiablecashflows; itscashgenemtingunits('CGUs') Goodwillisallocatedoninitialrecognitiontoeachofthe
Group's CGUs that are expected to benefit íìom tbe synelgies ofthe combination giving rise to the goodwill
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The Group bases its impainnent calculation on detailed budgets and t-orecast calculations, which are prepared separately for each ofthe Group's CGUs to
whichtheindividualassetsareallocated Thesebudgetsandforecastcalculationsgenerallycoveraperiodoffiveyears.Forlongerperiods,along-term
grorÃ4h rate is calculated and applied to Íùture cash flows projected after the fifth year

Impaiment charges are included in profit or loss, except, where applicable, to the extent they reverse gains previously recognized in othercomprehensìve
incomc An impainncnt loss rccognizcd forgoodwill is not rcvcrscd.

Where goodwill forms part ofa cash-generating unit and part ofthe operation within that unit is disposed of, the goodwill associated with tbe operation
disposed of is included in the carrying amount of the operation when detemining the gain or loss on disposal of the oper¿tion. Goodwill disposed of in this
circumstancc is measured based on lhe relative values ofthe operation disposed ofand thc portion ofthc cash-gcncrating unit rctaincd.

Inventories

Inventories are valued at the lower ofcost and net realizable value.

Costs incurred in bringing each product to its present location and condition are accounted lor as 1'ollows:

. Raw materials: purchase cost on a first in, first oul basìs; and

. Finished goods and work in progress: cost ofdirect materials and labor and a proportion ofmanufacturing overheads based on the normal
operating capacity, but excluding borrowing costs

Nct rcalizablc valuc is thc cst¡matcd sclling pricc in thc ordinary course ofbusiness, lcss estirnated costs olcotnpletion and the estilratcd costs ncccssary to
make the sale.

A wt.ite-off of inventories is estimated based on an ageing or rotation analysis

Financial assets

Financia[ âssets include loans, deposits, receivables and held-to-maturity investments measured at amoftized cost. The Group currently does not have
available for sale financial iuvestmeuts

Financial assels measured al amortized cosl

The Group has loans and receivables and held-to-marurity investments tbat are measured at amoúized cost

The Group's loans and receivables comprise trade and other receivables and cash and cash equivalents in the consolidated statement offinancial position

Cash and cash equìvalents includes cash in hand, deposits held at call with banks, othershort tem highly Iiquid investments with original maturities ofthree
months or less, and - for the purpose ofrhe statement ofcash flows - bank overdrafts Bank overdrafts ale shown within loans and borowings in current
liabilities on the consolidated statement offinancial position.

TheGrouphasheld-to-maturityinvestmentsonlydurìng20l4 Non-derivativefinancial assetswithfixedordeteminablepaymentsandfixedmaturitiesare
classihed as held to maturity when the Gronp has the positive intention and ability to hold them to maturity

Financial assets that are classified as loans and receivables and held-to-rnaturity are initially measured at fair value plus transaction costs and subsequently at
amodizedcostusingtheeffectiveinterestratemethod(EIR) Amortizedcostiscalculatedbytakingintoaccountanydiscountorpremiumonacquisition
and fees or costs that are an integral part ofthe EIR. The EIR amo¡tization is included under financial income in the consolidated income statement. The
losses arising from impaiment are recognized in the consolidated income statement under otheroperating expenses or financial expenses

Financial assels measured at lair value

The Group does not cunently have financial assets classified as financial assets at fairvalue through profit or loss except for a call option on non-controlling
interests in Rapidfit+ as disclosed in Note I 2.
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hnpainnent offi na nc ia I assets

The group assesses at each repoding date whether there is any objective evidence that a financial asset or a group offinancial assets ìs impaired. A financial
asset or a group offinancial assets is to be impaired ifthere is objective evidence ofimpairment as a result ofone ormol€ events that has occurred after the
initial recognition ofthe asset (an incuned 'loss event') and that loss event has an impact on the estimated future cash flows ofthe financial asset or the group
offinancial asscts that can be reliably estimated.

Ifthere is objecrive evidence that an impairment loss has been incurred, the amount ofthe loss is measured as the difference between the asset's carrying
amount aud the present value ofestimated filturc cash flows (excluding future expected credit losses that have not yet been incuned). The plesent value of
the estimated future cash flows is discounted at the financial asset's original effective interest rate. Ifa loan has a variable interest rate, the discount rate for
measuring any impaiment loss is the current effective interest rate.

The carrying amount oflhe asset is reduced through the use ofan allowance account and the âmount ofloss is recognized in the income stâtement.

Financial liabilities

The Group has financial liabilities measured at amortized cost which include loans and borowings, trade payables and other payables and fìnancial
liabilities resulting from w¡itten put opt¡ons on norl-controlling interests. The Group currently does not have fin¿ncial liabilitìes held for trading.

Financial liabililies at amortized cost

Thosc financial liabilities are recognized initially at fair value ptus directly attriburable transac¡ion costs and are measured at Lmort;zed cost using the
effective interest rate method. Gains aud losses are recognized iu the income statemelìt when the liabilities are derecognized as well as through the effective
interest rate rncthod amortization process.

Wrilten pul oplions on non-controlling interest

The Group recognizes a financial liability for the written put options on non-controlling interest. The written put options have a variable redemption prìce
based on a fonnula as specified in thc contract (sce Notc I 2)

. Thc financial liabil ity is initially rccognizcd a! flair value and th e fair valuc is rcclassi fied frorn non-con lrolling in tcrcst and, for any amo un t
higher than the non-control ling interest, from consol idated reserves.

. The fair value is determined as the present value ofthe redemption amount

. Anychangeinthefairvalueasaresultofachangeintheestìmatedredemptionpriceisrecognizeddirectlyinconsolidatedrcserves Any
unwinding e{fect ofthe present value ofthe redemption price is recognized directly in profit and loss (financial cost).

. No sharc ofprofit is allocated to thc non-controlling interest.

. Upon cxcrcise ofthe writtcn put option, thc carrying value will be reclassificd to consolidatcd reservcs. Wten the wÌittcn put option is not
exercised, the carrying value ofthe financial liability is derecognized against consolidated resewes.

Co mpou nd Ji na nci u I i n s I nt nen ls

Thc Group has issucd convertiblc dcbt which is accountcd for as a compound financial instrumcnt. For those instrunrents, thc Group dc[crmincs the carrying
amount ofthe liability component by measuring the fairvalue ofa similarliability (includìng any embedded non-equity derivative features) that does not
have an associated equity component. The carrying amount of the equity instrrment is then determined by deducting the fairvalue oIthe financial liability
from the fair value of the compound financial instrument as a whole.

Derecogtr ition

A financial liability is derecognized when the obl igation under the liability is discharged or cancelled or expires.
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UJJsettittg

Financial assets and financial liabilitìes are offset and the net amount is reported in the consolidaled statement offìnancial posilion ifthere is a cuffently
enforceable legal right to offset the recognized amounts and there is an intention to settle on a nel basis, or to realize the assets and settle the liabilities
simultaneously

Share capital

Financial instruments issued by the Group are classified as equity only to the extent that they do not meet the defrnition ofa financial liability or'financial
asset. The Group's ordinary shares are classified as equity instruments

Provisions

Provisions are recognized when lhe Group has a pres€nt obligation (legal or constructive) as a result ofa past event, it is probable lhat an outflovr' ofresources
ernbodying economic benefits will be required to settle the obligation and a reliable estimate can be made ofthe amount ofthe obligation.

Pensions benefits

The Group has a defined contlibution obligation where the Group pays contributions based on salaries to an insuràlìce compauy, in accordance with the laws
and agrcemcnts in each country.

The Beìgian defined contribution pension plans are by lawwith variable mìnimum retums based on the Belgian govemment bonds, with a minimum of
1 7 5o/o and, a maximum of3.7 SYo, effective for contributions paid as from 20 I 6. For contfibution paid unti I 20 I 5, the minimum guaranteed retum is 3 25%o on

ernployer contribu tions and 3 7 5'J/o on emp loyee con tributions.

These plans qualify as defined benefit plans. However for the years 20 I 5 and before, when taken into account the historical discussions on how to account for
these specific type ofplans where the contributions paid arc subject to a minimum guaranteed return at the level ofIFRIC, the Company believes the
application ofthe projecterl unit credit method to these plans is troublesome and will uot provide a faithfi¡l t'eprrsentation ofthe liability with respect to
thcsc prorniscs. Thc Group has adoptcd a rctrospcctivc approach whcrcby the nct liability recognized in thc statcmcnt offinancial position is based on the
sum ofthe positive diflerences, determined by individual plan participant, between the minimum guaranteed reserves and the benefits accrued at the closing
date based on the actual tates ofretum

Contributions are rccognized as expenses for the penod in which employees pedorm the conesponding services. Outstanding payments at the end ofthe
period are shown as other curent liabi lities.

As fiom 20 I 6, those plans are accounted foras a defined beneät plan however are considered not material

Share based payments

Directors and employees (including seniorexecutives) ofthe Group receive remuneration in the form ofshare-based payments,',vhereby employees render
seryices as cousideratiou forequity ¡nstrumetrts (equity-settled tronsactions). The Group cunently has only wanants and share-appreciation rìghts as share-
bascd paymcnts

Eq u i t1t -s et t I e d I ra nsa c t i o n s

Equrty-settled share-based payments to employees and others providing sir¡il¿rservices are measured, indirectly, at the fairvalue ofthe equity instruments
grantcd. Thc cost ofcquity-scttled transactions is recognizcd, togcthcrwith a corcsponding incrcase in othcrcapital resewes in equity, overthc period in
which the perfomance and/or service conditions are fulfilled. The cumulative expense recognized for equity-settled transactions at each reporting date until
the vesting date reflects the extent to which the vesting period has expired and the Group's best estimate of the number ol equity instruments that will
ultimately vest The income statemerìt expense orcredit fora period lepresents the movement in cumulative expense recognized at the beginning and end of
that pcriod and is rccognized as cmploycc bcncfits cxpensc.
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The Group does currently only have equity-settled share-based payments tlìat have service-based vesting conditions and no instruments with rnarket vesting
conditions.

No expense is recogn ized for awards that do not ultimately vest.

Whcn thc terms of an equity-settlcd award arc modificd, the minir¡um expensc recognized is lhc expensc as if the terms had not bccn modificd, if thc original
terms ofthe award are met. An add¡ tional expense is recognìzed for any modification thal increases the total fair value of the share-based þayment
transaction, or is otherwise benefrcial to the employee as measured at the date ofmodification

When an equity-settled awatd is cancelled, it is lreated as ifit vested on the date olcancellation, and any expense notyet recogn¡zed forthe award is
recognizedimmediately Thisincludesanyawardwherenon-vestingconditionswithinthecontrolofeithertheentityortheemployeearenotmet.However,
ifa new award is substituted for the cancelled award, and designated as a replacement award on the date that it is granted, the cancelled and new awards are
treated as ifthey were a modification ofthe original award, as described in the previous paragraph.

Cas h -se I I I e d t ra ns a c I i o tt s

The Group has cash-settled shate-based payment transaclion for cedain employees in certain countries due to legal requû€ments (in the form ofshare-
appteciationrights) Thecostofcash-settledtmnsactionsismeasurcdinitiallyatfairvalueatthegrantdate.Thisfairvalueisexpensedovertheperioduntil
the vesting date with rccognition ofa corresponding liability. The liability is rcmcasured to fair value at each rcporting datc up to, and including tbc
settlement date, with changes in fairvalue recognized in employee benefits expense.

Revenue recognition

Thc Group's rcvcnue, which is presented nct ofsalcs taxcs, is primarily gcnerated by the sale ofour softwarc and 3D printcd products and services. Software
revenue is comprised ofperpetual and periodic licenses, maintenance revenue and software development service fees. Perpetual license holders may opt to
take an annual maintenance contract, which leads to annual fees. Periodic licenses entitle lhe customer to maintenance, suppoÍ and product updates without
additional charge. 3D printed product revenue is derìved from our network of3D printing service centers and rnay include support and services such as
prc-production collaboration prior to printing the product.

The Group sells its products and software through its direct sales force and through authorized distributors.

Software license revenue, maintenance and/or software developrnent service fees rnay be bundled in one anangement, or rÌìay be sold separately.

The Group recognizes revenue forgoods including software when all the significant risks and rewards have been transfened to the customer, no continuing
managerial involvement usually associated with ownership ofthe goods is retained, no effective control over the goods sold is retained, the amount of
revenue cau be measured reliably, it is probable that the economic benefits associated with the transactious v/ill flow to the entity and the costs incurred orto
bc incuncd in rcspcct ofthe transaction can bc mcasured rcliably.

3D printed products

The Group recognizes revenue on the sale ofgoods to tlìe custolner or distributor upon shipment or delivery takìng into account the sh iprnent tenns (usually
Ex-works or FOB Time of Shipment Incoterms (Intemational Commercial Tems)).

P erp e tu u I I i c e n,s e d s oftw a re

The sale and/or license ofsoÍìware products is deemed to have occuned when a customer either has taken possession ofor has the ability to take immediate
possession ofthe software and the software key

Perpetual software licenses can include one year maintenance and support sewices. The Company sells these maintenance services also on a stand-alone
basis and is therefore capable ofdetemining theirfairvalue. On this basis, the amount ofthe embedded maintenance is separated from the feç forthe
perpctual liccnsc and is rccognized ratably over the pcriod to wlriclr thcy rclatc

F-21



Table of Contetrlç

'l'i ne -b ased I ì cen s ed sof iwa re

The ti me-based I icense agreements include the use ofa software I icense for a fixed term and main tenance and support sewices during the same period. The
Company does not sell time-based licenses without maintenance and support sewices and therefore revenues for the entirc arrangements are recognized
ratably overthe telm.

Mainlenance and support senices

The Croup recognizes revenue from maintenance and support seflices ratably on a straightJine basis over the term that the maintenance service is provided.
In general, maintenance seryices are not automatically renewed

A maintenance and suppo¡t contract may include a reinstatement for previous years when the customerdid not have a maintenance and support contract
previously Revenuefromreinstatementsarerecognizedimmediatelywhenthemaintenanceandsupportservicescommence.

S oftw a re deve I o p ment s e n i c es (S DS)

SDS include customized development of software compon€nts foi customer-s. The Cioup recognizes i€veÍue oii SDS agieeilents based eitl¡er on time ard
material basis or on the stage ofcompletion ofeach service contract and when the stage ofcompletion can be measured reliably.

Thc Company dctcmincs thc pcrccntage-oÊcomplction by comparing laborhours incurrcd to-datc to thc cstimatcd total laborhours required to complcte thc
project The Company considers laborhours to be the most reliable available measure ofprogress on these prcjects. Adjustments to the Company's estimates
of the time to completion are made when fàcts resultìng in a change become known When the estimate indicates that a loss will be incuned, snch loss is
recognized immediately.

Mu I lip le e Ienrcnt a.rra.ngemen ts

The Croup has entered into a numberofmultiple element amangemenls, such as when selling perpetual licenses that may include maintenance and support
(included in price ofperpetual Iicenses) and time-based lìcenses (that include embEdded maintenance and support, both ofwhich may be sold witb sofìware
dcvelopmcnt scwiccs, training, and olher product sales). In sorn€ cases! rhc Group dclivcrs softwarc dcvelopmcnt services bundled with the sale ofthe
software-

In multìple element ar.rangements, whethersold to end-customers or to collaboration partuers, the Company uses either the staud-alone selling prices or
managcmcnt's bcst cstimatc ofsclling prices to determine the fairvaluc ofcach scparate clcment within thc arangcmcnt, including software and soÍÌwarc-
related services such as maìntenance and support. In general, elements in such arrangements are also sold on a stand-alone basìs and stand-alone selling
prices are available Where a selling price does not exist on a stand-alone basis or an estimate cannot be made for such element, as it may not be sold
separately, then the remaining fees within the contract are rrcognized overthe contractual period on a straight-line basis.

Rcvcnuc is allocatcd to cach deliverablc bascd on thc fair valuc ofcach individual clcmcnt and is rccognized whcn thc revenuc recognitìon criteria dcscribcd
above are met, except for time-based licenses which are not unbundled. When software deve)opment services are perlomed and are considered essential !o
the functiouality ofthe software, the Group recognizes revenue fiom the software development serrrices on a stage ofcompletion basis, and the revenue fi'om
the software when the related developrnent sewices have been cornpleted.

Contracts with collaboration partners in the medical segment also include multiple elements such as software, maintenance and support services, training,
software development sewices,3D prinled products and loyalties. Revenue from those contracts is determined and recognized consistent with othermultiple
eiement amngemel'ìts.

Forcertain contracts with collaboration partners, the Company also receives up-front flees, paid by customers forcertain exclusivity rights granted only on
previously acquired perpetual software licenses, which may be bundled with transfel ofritle, rights and ownership ofcertain software products and
maintenauce and support selices. The Group recognizes reveuues in such anangements using the reveme-residual method, where fees for the it€ms th¿t are
dccmcd separate elcments, such as maintcnancc and support scrvices, training, softwarc dcvclopmcnt scwiccs,3D printcd products and royaltics arc
recogn ized based on their estimated fair value as each element is delìvered. The remaining fees within the arrangement are recognized on a straight-line basis
over the period ofexclusivity, which is up to five yeâr's.
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Royah;, i¡¡¿s2¿

Royalty income is recognized on an accrual basis as revenue when the royalty is eamed. Such royalty income is eamed when the corresponding 3D printed
goods have been delivered to the customer.

Interesl income

For all financial instruments measured at amortized cost, interest income is recorded using the effective interest rate, whìch is the rate that exactly discounts
the estimated future cash payments or receipts over the expected life ofthe financial instrument or a shorter period, where appropriate, to the net carrying
amount ofthe finaucial asset or liability Interest incor¡e is included underfinancial income in the income statement.

Government grants

Govemment grants are recognized when there is reasonable assurance that the grant will be received and all attached conditions will be cornplied with. Wben
the grant relates to development costs oranother expense, it is recognized as income overthe grant period necessary to rnatch the income on a systematic
basis to the costs that it is intended to compensate

Such grants have been t'eceived ftom the Belgian federal and rcgionâl govemments and from the European Union in the forms ofgrants linked to ceftain ofits
research and development progmms, reduced payroll taxes and the financing ofthe construction ofan offce building in Leuven (Belgium).

Where retention ofa govemment grant related to assets or to income, is dependent on the Company satis$ing certain criteria, it is initiatly recognized as
deferred income. When the criterìa for retention have been satisfied, the defened income balance is released to other operating income in the consolidated
income statemeut on a systerîatic basis overthe periods in which the entity recognizes as expenses the related costs forwhich the grants are intended to
compensate.

Any govemment gran ts recognized as income do not have any unfulfil led condi lions or other contingencies attached to them, as otherwise we would not be
recognizing income for sucb.

Other financial income and expenses

Otherfinancial ìncome and expenses include mainly foreign curency gains or losses on financial transactions and bank related expenses.

Taxes

Currenl income lax

Income tax assets and liabi I ities ior the cunent period are measured at the amount expected to be recovered ftom or paid to the taxâtion authorities. The tax
rates and tax laws used to compute the amouot are those that are enacted or substantively enacted, at the reporting date.

Current income tax relating to items that are recognized directly in equity is recognized ìn equity and not in the income statement. Management periodically
evaluates positions taken in the tax retums with respect to situations in wbich applicable tâx fegulations are subject to interpretation and establishes
provisi ons where appr opriate.

Deferred tax

Defened tax is calculated using the liability method on temporary differences at the reporting date between the tax bases ofassets and liabilities and their
carrying amounts for financial reporting puryoses.

Deferred tax liabilities arerecognized forall taxable temporary differences. Deferred tax assets are recognized forall deductible temporary differences, carry
forward ofunused tax credits and unused tax losses, to the extent that it is probable that taxable profìt will be available against which the deductible
temporary differeuces, and the carry forward ofunused tax credits and unused tax losses can be utilized.
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The carrying amount ofdeferred tax û6sets is reviowed 0t oaoh rsporting dato and roduood to tho extent that it is no longerproboble thot sufficient toxoble
profit will be available to alloril all or part ofthe defered tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting date and
are r€cognized to the extent that it has become probable that future taxable profits will allow the defened tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the yearlvhen tlìe asset is realized or the liability is settled, based
on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax assets and defered tax liabilities are offset, ifa legally enforceable right exists to set offcr¡rrent tax assets against cuftent income tax liabilities
and the deferred taxes relate to the same taxable entity and the same taxation authority.

Sales lax

Revenue, expenses and assets are recognized net ofthe amount ofVAT, except:

. Where tho s¿lEs tax incurred on a purchase ofassets or sewices is not recoveròble from the taxation authority, in which case the sales tax 'is

recognized as part ofthe cost ofacquisition ofthe asset or as part ofthe expense item as applicable; and

. Receivables and payables that are stated with the amount ofsales tax included.

The net amount ofsales tax recoverable fiom, orpayable to, the taxation authority is included as part ofreceivables orpayables in the statement offinancial
position.
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New and revised standards not yet adopted

The standards and interpretations that are issued, but not yet effective, up to the closing date ofthe Group's financiai statements are disclosed below.

A numberofnew standards, amendments to standards, and interpretatiorìs ar€ not effective for20l6, and therefore have not beeu applied in preparing these
accoun ts,

IFRS 9 Financial Inslrumenls

In July 201 4, the IASB issued the final version of IFRS 9 Financial hrstrum€nts that replaces IAS 39 Financial Instruments: Recognition and Measurement
and all prcvious vcrsions ofIFRS 9. IFRS 9 brings togcthcr all three aspects ofthe accounting for financial instruments project: classification and
measurement, i mpaiment and hedge accounting. IFRS 9 is effective for annual periods beginning on or after January I , 20 I 8, with early application
permirted.Exceptforhedgeaccounting,retrospectiveapplicationrsrequiredbutprovidingcomparativeinformationisnotcompulsory Forhedge
accounting, the requirements are generally applied prospectively, with some limited exceptions

IFRS 9 requires us to record expected credit losses on all ofour debt securities, loans and trade receivables, either on a 12-month or lifetime basis. We expect
to apply the simplified approach and record lifetime expected losses on all trade receivables

ì#e plan to adopt the new standard on tlte rcquired efiective date. We expect no significant impact on oul balance sheet and equity.

IFRS l5 Revenue from Conlracls with Customers

IFRS I 5 was issued in N{ay 2014 and establishes a five-step model to account for revenue arising from contracts with customers. Under IFRS I 5, revenue is
recognized at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a customer

The standard provides a single, principles based five step model to be applied to all contracts with customers as follows:

. Identifo the contract(s) with a customer;

. Identifr the performance obligations in the contract;

. Determine Lhe trcnsâction price;

. Allocate tbe transaction price to the petformance obligations in the contract; and

. Recognize reveuue when (or as) the entity satisfìes a performance obligation

The new revenue standard wil I supesede al I cunent revenue recognition requirements under IFRS. Either a ful I retrospective app lication or a rnodified
retrospective application is required for annual periods beginning on or after January I , 20 I tì. We plan to adopt the new standard on the required effective
date WehaveperfotmedaprelimiuaryassessmentofIFRSl5,whichissubjecttochangesarisingfromamoredetailedongoinganalysis.Oncetheanalysisis
pcrfonncd, thc transition method will bc choscn. Bascd on thc current sales contracts, both methods arc fcasiblc frorn irrplcmentation perspectivc and wc do
not expect a significant impac! in the implementation. Furthermore,we are considering the clarifications issued by theIASB in April 2016 andwill monitor
any further developments.

We will continue to assess individual contracts to detennine the perlormance obligations included, r'elating to licenses and royalty based sales, rnaintenance
and support scrviccs and the estimatcd variablc considcrations and rclatcd constratnts.

IFRS I 5 provides presentation and disclosure requirements, which are more detailed than under cuffent IFRS. The presentation requirements represent a
significant change fiom cunent practice and significantly incrcases the volume ofdisclosures required in Compauy's financial statements Many ofthe
disclosurc rcqujrcmcnts in IFRS I 5 are complctcly ncw. In 20 I 6 wc developed and startcd tcsting appropriatc systcms, intemal controls, policics and
procedures necessary to collect and disclose the required information.
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Ourdircctors arc cuncntly rcvicwing thc impact of the implemcntation of IFRS l5 and have yet to concludc on whether it will havc a signilicant impact on
our 1Ìnancial statements in the year ofinitial applicarion. This analysis is expected to be finalized in the last quarterof20lT.

IFRS I 6, Leases

IFRSl6wasissucdinJanuary20l6anditrcplaccslASlTLeases,IFRIC4DetcnnininawhetheranAnanqcmcntcontainsaLcasc,SlC-l5OpcratingLcases-
Incentives and SIC-27 Evaluating the Substance ofTransactions Involving the Legal Form ola Lease. IFRS I 6 sets out the principles for the recognition,
measurement, presentation and disclosure ofleases and requires lessees to account for all leases under a single on-balance sheet model similar to the
accounting for finance leases under JAS [ 7. The standard includes two recognition exemptions for lessees - leases of'low-value' assets (e.g., personal
computers) and short-term leases (i e, leases with a lease term ofll2 months or lcss). At thc commcnccmcnt date ofa lease, a lessee will recognize a liability to
make lease payments (i.e., the lease liability) and an asset representing the right to use the underlying asset during the lease term (i e , the right-of-use asset).

Lesseeswill be required to separately recognìze the ¡nterest expense on the lease liability and the depreciation expense on the right-of-use asset.

Lessees will be also required to remeasurc the lease tiability upon the occurrence ofccrtain evcnts (c.g., a changc in the lcasc term, a change in futurc leasc
payments resutting lÌom a change in an index or rate used to determine those payments). The lessee will generzlly recognize the amount ofthe
remeasurement ofthe lease liability as an adjustmenl to the lighl-of-use asse

IFRS l6 iseffective forannual periodsbeginning on orafìerJanuary l,20l9,subjectto endorsement by the European Union. Early application ispermitted,
but not before an entity applies IFRS I 5. A lessee can choose to apply the standard using either a full retrospective or a t¡odified retrospective approach. The
standard'slransitionprovisionspermitceftainreliefs Wearehowevernolintendingtoearlyadoptthisstandard.

During 20 I 7 we plan to assess the potential effect ofIFRS I 6 on our consolidated financial statements. To see the volume ofopemting leases, please refer to
Notc 22.

The other standards, interpretations and amendments issued by the IASB and relevant for the Group, but not yet effective are not expected to have a material
impact on the Group's firture consolidated financial statements:

. Annual Improvements to IFRSs 2014-2016 Cycle (December 2016);

. IFRS 2: Share-based Paymen t - Amend men ts to clari$ the classifi catìon and rneasurement of share-based paymen t transactio ns (June 20 I 6);

. IFRS 7: Financial InstrurnenLs: Disclosurcs (Amcndmcnts Dccembcr20l l)-Defcnal ofmandatory effective date of IFRS 9 and amcndmcnts to
lransi tion disclosures

. IFRS 7: Financial Instruments: Disclosures (ArnendmentNovember20l3)-Additional hedge accounting disclosures (and consequential
amendments) resulting tìom the introduction ofthe hedge accounting chapter in IFRS 9

. IFRS 9: Financial Lrstruments-Classification and Measurement (Original issue July 20l4,antl subsequent arrendments)

. IFRS [ 0 Consolidated Financial Statements - Amendments regarding the sale or contribution ofassets between an investor and its associate or
joint vcnturc (Scptcmbcr 2014)

. IAS 7: Cash flow staternent - Arnendmen ts as result of the Disc losure initiative (January 20 I 6)

. IAS I 2: In co me taxes - Amendmen ts rega rd ing th e recogn ition o ldeferred tax assets for unrealized losses (January 20 I 6)

. IAS28:InvestmentsinAssociatesandJointVentures-Amendmentsregardingthesaleorcontributionofassetsberweenaninvestorandits
associ ate o rjo in t venture (Sep tember 20 I 4)

. IAS 39: Financial Instruments: Recognition and Measurement-Amendments forcontinuation ofhedge accounting (fairvalue hedge of intercst
rate exposurc) when IFRS 9 is applicd (Novcmbcr 20 I 3)

. IFRIC 22: Foreign Cunency Transactions and Advancc Considcration (Dcccmbcr20l6)

F-26



Table of Contents

Signifìcant accounting judgments, estimates and assumptions

The preparation oIthe Group's consolidated financial statements requires management !o makejudgments, estimates and assumptions that affect the reported
amounts ofrcvenue, expenses, assets and liabilities, and the accompanying disclosures. Uncefiainty about these assumptions and estimates could result in
outcornes that require a material adjustment to the carrying amount of assets or liabilities for future periods.

On an ongoing basis, the Group evaluates its estimates, assumptions andjudgments, including those related to revenue recognition, development expenses,
share-based payment transactions, income taxes, impairment ofgoodwill, intangible assets and property, plant & equipment and business combinations.

Thc Group bascd its assuurptions and estimat€s on parameters available whcn thc consolidatcd financial statcments were prepared. Existing circumstances
and assumptions about future developments, howeveq may change due to market changes orcircumstances arising beyond the control ofthe Group. Such
changes are reflected in the assumptions when they occur.

Revenue recogttiliott

For revenue recognition, the signifrcant estimates andjudgments relate to allocation ofvalue to our separate elements in our multiple-element arangements
and in identifoing stage ofcompletion ofour customized development ofsoftware components for customers. Software development services are mostly
billed on time & material basis or occasionally on a fixed basis

With respect to the allocation ofvalue to the separate elements, the Company is using the stand-alone selling prices ormanagement best estimates ofselling
prices to estimate the fair value ofthe softwa¡e and soûware-related services to separate the elements and account for them separately. Elements in such an
anangement are also sold on a stand-alone basis and stand-alone selling prices are available. Revenue is allocated to each deliverable based on the fairvalue
ofeach individual elernent and is recognized when the revenue recognition criteria described above are met. When we provide software development services
considered essential to the functionality ofthe software, we recognize revenue íiom the software development services as well as any related software licenses
on a percentage of completion basis whereby the arrangement consideration is recognized as the seruìces are perfomed, as measured by an obsewable input

'We detennine tlìe percen tage-oÊcomp letio n by comparing labor hours incurred to-date to the estimated total labor hours required to cornp lete the proj ect. We
considcrlaborhourstobethcmostrcliablc,availablcnreasurcofprogrcssonthcscprojccts Adjustmentstoestinìatestocomplete arcnradcinthcpcdodsin
which facts resulting in a change become known. When the estimate indicates that a loss will be incuned, such loss is recorded in the period identified.
Significantjudgments and estimates are involved in determining the percent complete ofeach conlract. Different assumptions could yield materially
different results.

Our revenue recognition policies require management to make sìgnificant estimates. Management analyzes various factors, including a review ofspecific
tnansactions, histodcal experience, creditworthiness ofcustomers and current market and economic conditions Changes in judgments based upon these
factors could impact the timing and amount ofrevenue and cost recognized and thus ¿ffects our results ofopemtions and financial condition

Development expenses

Under IAS 38, intemally generated intangible assets from the development phase are rccognized ifcertain conditions are met. These conditions include the
techn ical feasibitity, intention to complete, the abil ity to use or sel I the asset under development, and the demonstration ofhow the asset wil I generate
probable future econonric bcncfits. Thc cost ofa rccognizcd intcmally gcncrated intangible asset comprises all directly attributable cost ncccssary to makc
the asset capable ofbeing used as intended by management. In contrast, all expenditures arising from the research phase are expensed as incuned.

Determining whether intenrally getrerated intangible assets from development are to be recognized as intangible assets requires significantjudgment,
particularly in determining whcther thc activities arc considercd rcscarch activities or development activities, whcthcr thc product cnhanccment is
substantial, whether the completion ofthe asset is technical feasible considering a company-specific approach, the probability offuture economic bene{its
fiom the sale or use

Management has detemined that the conditions for recognizing intemally generated intangible assets lrom proprietary software, guìde and otherproduct
development activities are not met until shortly belore the products are available forsale, unless the development is done based upon specific request ofthe
customerandsubjectroanagreement Assuch,developmentexpenditutenotsat¡sryingtheabovecriteriaandexpenditureontheresearchphaseofintemal
projects are recognized in the consolidated income stûtement as incurred. This assessment is monitored by the Group on a regularbasis
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S h a re-b ase d p ay nrc n I I ra ns act io ns

The Group measures the cost ofequity-settled transactions with employees by reference to the fair value ofthe equity instruments at the date at which they
are granted and measured the cost ofcash-sertled tr"nsactions by reference to the failvalue ofthe equity instrument at the date ofreporting. The Group has
applied the Black-Scholes valuation model to est¡mate fairvalue. Using this model requires management to make assumptions with regards to volatility and
cxpcctcd life o1'the equity instruments. The assumptions used for estimating fair value for share-based payment transactions are disclosed in Note I 3 and are
úSi¡ lliúiúü A¡ íU¡ iiiivìr.

. Volatility is estimated based on the average annualized volatility ofthe Group;

. Estimaled life of the warrant is estimated to be until the first exercise period which is typically the month after rheirvesting;

. Fair value ofthe shares is determined based on the share price ofthe Group on Nasdaq at the date ofissuance For lhe grants prior to the initial
public offering, the fair value ofthe shares was estimated based on a discounted cash flow model with 3-year cash flo\ry projections and a multiple
of EBITDA dctermined base d on a numbcr quoted pce rs in thc 3D printing industry.

The dividend retum ìs estimated by reference to the historical dividend payment ofthe Group. Cunently, this is estimated to be zero as no
dividends have been paid since inception

[ncome laxes

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that taxable profit will be available against which the losses can be
utilized Significantmanagementjudgmentisrequiredtodeterminetheamountofdefenedtaxassetsthatcanberecognized,baseduponthetikelytiming
and the level offuture taxable profits togetbelwith firture tax planning strategres

Asat3lDecember2O16,the GrouphadK€9,451(2015:K€12,23t;2014:K€10,293)oftaxlossescarryforoardandothe¡taxcrcditssuchasinvestmcnttax
credits and notìonal i nterest deduction, ofwh ich K€ I ,570 related to Material ise NV (20 I 5: K€2,009; 201 4: K€3,634) These losses relate to the paren t and
subsidiaries thal have a history oflosses, do not expire, except forthe notional interest deduction ofK€315 in 2016 (2015: K€.4021'2014: K€338) and may
not be used to offset taxable incor¡e elsewhere in tlre Group.

Vy'ith respectto the unused tax lossesoflMaterialìseNV, no defen'ed tax assets havebeen recognized in2016,2015 and 20l4,given that it in viewoflthe
Belgian Patent [ncome Deduction there is an unceftainly to which extent these tax losses will be used in tirture yeam- The Belgian Patent Income Deduction
allows companies to deduct 80% ofthe qualiffing gross patent income from the taxable basis Cunently the Company is updating the detailed analysis ofits
tax situation and tax planning. Oncc this analysis has bccn ftnalizcd, thc Cornpany will rcasscss thc nccd for a valuation allowancc on thc dcfcrcd tax asscts.

W¡th respect to the unused tax losses and credits ofthe other entities, defened tax assets have been recognized for K€ I 09 only (20 I 5: K€906; 20 14: K€58).
TheGrouphasnotrecognizeddefen'edtaxassetsonunusedtaxlossestotalingK€8,877in2016(20 l5:K€9,660;2014:K€9,226)giventhatitisnot
probable that sufficicnt positivc taxablc basc will bc availablc in thc forcsccablc futurc against which thcsc tax losscs can bc utjlizcd.

Ifthe Group was able !o recognize all unrecognized defened tax assets, net profit would have increased by K€3,0 I 7 in 20 t 6 during which K€?83 oftax
losses were utilized. Furlher details on taxes are disclosetl in Note 20 1 0.

Intpainnent o/ goodwill, inlangible assel,s attd property, planl & equipment

The Croup has goodwill 1'or a total amount of K€8,860 as at December 3 l, 2016 (2015: Ke.9,664 ;2014: K€7 ,714 ) which has been subject to an impairment
test. The goodwill is tested for impairment based on a discounted cash flow model with cash flows for the next five years derived ÍÌom the budget and a
rcsidual valuc considcring a pcrpetual growth ratc. Thc valuc in usc is sensitivc to thc discount rate uscd for thc DCF modcl as wcll as thc cxpccted futurc
cash-inflowsandthegrowthrateusedforextrapolationpurposes ThekeyassumptionsusedtodelerminethevalueinuseforthedifferentCGUsaredisclosed
and further explained in Note 5

When events or changes in circumstances indicate that the carrying amount ofthe intangible assets and property, plant and equipment may not be
recoverable, we est¡mate the value in use for lhe individual assets, or when not possible, at the level ofCGUs to which fhe individual assets belong. No
impai rmen t charges have been recorded during 20 I 6 (20 t 5: K€ I 04; 201 4: K€.21 6).

F-28



Table of Contents

Bu siness co mh inatio n,s

We determine and allocate the purchase price ofan acquired business to the assets acquired and liabilities assumed as ofthe business combination date. The
purchase price allocation process requiles us to use signif¡cant estimates and assumptions, including

. estimated fairvalue ofthe acquired intangible assets;

. estimated fairvalue ofproperty, plant and equipment; and

. estimated fair value ofthe contingent consideration.

The contingent consideration as included in the financial statements is recorded at fairvalue at the date ofacquisition and is reviewed on a regularbasis, at
Ieastannually Thefairvalueofthecontingentconsiderationisbasedonrisk-adjustedfuturecashflowsofdifferentscenariosdiscountedusingappropriate
intercst rates. The structure ofthe possible scenarios and the probability assigned to each one ofthem is reassessed by management at every reporting period
and requiresjudgetnent from managemcnt about the outcome and probability ofthe different scenarios as well as the evolution ofthe variables.

While we are using our best estimates and assumptions as part ofthe purchase price allocation process to accurately value assets acquired and liabilities
assumed at the date ofacquisition, ourestimates and assumptions are inherently unceftain and subject to refinement Examples ofcritical estimates in
valuing certain ofthe intangible assets we have acquired or may acquire in the future include but are not lirnited to:

. future expccted cash flows íÌom customercontracts and relationships, software license sales and maintcnancc agrccments;

. thc fairvaluc ofthc plant and equipment

. the fair value ofthe deferred revenue; and

discount rates.
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4 Business Combinations

Acquisitions in 2016

The Group has not completed any Business Combinations during the year 20 I 6

Acquisitions in 2015

Aldema

The Group signed a sale and purchase agreement on 26 February 20 I 5 to acquire all ofthe shares and voting interests ofAldema BVBA, an entity
incorporated in Belgium, for a total purchase consideration in cash ofK€76. Aldema BVBA had developed expcrtise in mctal 3D printing and is integrated in
the Materialise Manufacturing segment.

Tbe fail values ofthe identifiable assets and liabilities at the date ofacquisition were:

F¿ir value ¿t
scquisition date¡n thousands of euro

Assets
PP&E
Inventory
Trade receivables

Liabilities
Financial debts
Trade payables
Other liabilities

306
l7
22

345

(2es)
(34)

(l 17)
(446)
(101)
177
76

Tot¡l identifìed assets and llabilitles
Goodwill

Acquisltion price paid in cash
Cash flow from business combination

Cash & sash equivalents acquired
Acquisition price

Total cash flow

The carrying value ofthe acquired assets and liabilities equaled its fairvalue. As such, the amount ofexcess paid was fully accounted for as goodwill.

The contribution of the acquired business to the rcvenue and net loss was respectively K€4 and K€(1 05) as of3 I December 20 I 5. The revenue Ând the net
lossoftheacquiredbusinessasif itwouldhavebeenacquired at I January20l5 isnotmateriallydifferent.

The goodwill recognized is primarily attributable to the expected synergies and the accelerated go{o-market time for the products developed with the
acquired technology The goodwill is not deductible for-income tax purposes.
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Cenal

TheGroupsignedasaleandpurchaseagreementon l0March20l5toacquireallofthesharesandvotinginterestsofCenatBVBAforaconsiderationin
cash of K€ t ,547 and a con tingen t consideratio n related to certain tar gets set over the co ming years between K€0 and K€2.250. The fair value of this
contingent consideration as ofDecember 3 l, 20 I 5 was estimated at K€ I ,3 1 0.

This Belgian-based company was primarily acquired forits technology in the field ofembedded computing software and solutions foradditive
manufacturing control systems.

The fairvalues ofthe identifiable assets and liabilities at the date ofacquisition were:

in thousands of€
Assets

Technology
PP&E
Inventory
Trade receivables
Other curren t assets

Cash

Liabilitles
Financia[ debts
Defened tax liabilities
Trade payables
Other liabilities

Total identilied assets and liabilities
Goodwill

Acquisition price
Cash flow from business combination

Cash & cash equivalents acquired
Consideration paid in cash
Total cash flow

Carrying
value a t

acquisition
drte

Fair value
adjustments

1,67 I

1,671

(568)

F¿ir value
at

acquisition
d¿te

J

34
39

2

32
4

tt4

(8)

(22)
(3e)
(6e)
45

(s68)
I,103

1.67 4
34
39

2

32
4

1,785

(8)
(s68)
(22)
(3e)

(637)
r,148
t,709
2,857

4
(t,s4't)
(1,s43)

AsofDecember3l,20l5thefairvalueofthetechnologyamountstoK€1,6?4 Thedeferredtaxliabilitiescomprisethetaxeffectofthefairvalueadjustment
for the technology platform. The fair value ofthe contingent consideration payable was valued at K€ 1,3 I 0 and relates to the achievement ofcertain financial
targets related to revenue and production costs as a percentage olrevenue set lor the next years up to 20 I 9. The contingent consideration is payable in tbe
years 20 I 8, 20 I 9 and,2020.

The con ¡ribution of the acquired business to the revenue and net loss was respectively K€0 and K€(500) as of3 I December 20 I 5. The revenue and the net
loss oftbe acquired business as ifit would bave been acquired at I January 20 I 5 is not rnaterially different.

The goodwill recognized is primarity attributable to the expecled synergies and the accelerated go-to-market tìme for the products developed wirh the
acquired technology The goodwill is not deductible for income tax purposes.

The total ar¡ount ofthe acquisition related costs were not material
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Acquisitions in 2014

E-prolot.vpy

The Group signed a sale and purchase agreement on 23 January 2014 to acquire all ofthe shafes and voling interests ofe-prototypy, an entity incorporated in
Poiand,foratotal purchaseconsider¿tionincashofK€1,260 Theentitye-prototypyisaproviderofmpidprototypesand3DprintinginPolandsince200S
and is ìntesnled in thc industrial nroduction scsrnent-

The acquisition meets the definition ofa business.

The fairvalues ofthe identitìable assets and liabilities at the date ofacquìsition were:

Carrying Fair value

^aacqu¡s¡tion
date

value ât
acqu¡sition Fa¡r value

date adj ustmentsin thousands of euro

Assets

Customcr rcÌationships
Favorable contract
Other intangible assets

Propetty, plant & equiplnent
Other assets

Lia biliti es

Defened tax liabi lities
Other liabilìties

Total identilied assets and liabilities other than goodwill
Goodwill

Acquisition price paid in cash

The cash flow from th€ business combination is as follows

Cash & cash equivalents acquired
Acquisition price
Total cash flow

4

756
229
989

93

87
4

756
229

I,169

(34)
(6es)
(72e)
440
820

1,260

(6es)
(6es)
294

9l
87

t*
(34)

(34)
146

98
(r,260)
(1,l 62)

defened tax liabilities corrprise the tax effect ofthe fairvalue adjustlnent for the customer relationships. T[rere were no contingent considerationspayable.
The fairvaluc ofthe receivables at acquisition datc is K€98 which equals thc gross contractual amounts reccivablc.

The con¡ri bution of the acquired business to th e levenue and net loss was respectively K€ I ,l I 5 and K€(264) as of 3 I December 20 l4 The revenue and the
net loss ofe-Prototype since I January 2014 is not materially different.

The goodwill recognized is primarily attributable to lhe expec[ed synergies, acquiring the market leadership in Poland and highty ski]led workforce. The
goodwill is not deductible for income tax puryoses.

The total amount ofthe acquisition related costs were not matedal.
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Orthoview

On 2 I October 20 I 4 the Group acqu ired all shares of Orlh oView Hold ings ("Onh ovied'), a Un ited Kin gdom based company spec ializing in Orth opedic
Pre-OperativePlanningSofrware OrthoviewgeneratesincomemainlyintheUS,Eulope,Japan&Latin-Americausingitstwomainsalechannels:directsales
and PACS ("Picture Archìving Communicatiou System") partners. The acquisition meets the definition ofa business. Orthoview is integnte<l in the medical
segmen f.

The fairvalues ofthe idenrifiable assets and liabilities at lhe date ofacquisition were:

¡n thousands ofcuros
Assets

Technology
Custor¡er relations
Other intangible assets
Property, plant & eqùipment
Cash and cash equìvalents
Otber assets

Liabilities
Defened tax liability
Deferred incomc
Accrued charges
Other liabilities

Total identifìed assets and liabilities
Goodwill

,{cquisition price paid in cash
Cash flow liom business combination

Cash & cash equivalents acquired
Acquisition price
Total cash flow

Ca rrying
Yalue at

acquisition
dste

I

1t
I,522

909
2443

226
(t ,'ts4)

(84)
(1 s4)

(t,766)
677

Fair value
adjüstments

I,278
4,688

5,966

Fair value
at

acquisition
date

I,278
4,688

I
ll

I,522
909

8,409

(l,099)
( l ,408)

(84)
(r 54)

(2,7 4s)
s,664
5,060

10,724

r.522
(10,724)

(9,202)

(1 ,325)
346

(e7e)
4,987

Thc accounti ng for thc business combination was finalized during 20 I 5 whercby thc fair valuc ofthc dcfcncd income has becn reduced from K€ I ,754 to
K€ I ,408 impacting also the fair val ues oÊthe customer relationships and the technology. The fair value ofthe customer relationship amounts to K€4,688 and
lhe fairvalue ofthe technology amounts to K€1,278. The defened tax liabilities comprise the tâx effect ofthe fairvalue adjustment for the customer
relationslrips, technology and deferrerl income. The purchase plice paìd at the acquisition date amounted to KGBP 8,472 orK€10,724. The fairvalue ofthe
rcccivables is K€909 which cquals thc gross contractual amounts rcceivable

There are no contingent considerations payable.

The goodwill recognized is primarìly attfibutable to the expected synergies that will be realized by increasing the sales ofOrthoView's products through the
Matcrialisc salcs organization and by integrating the Group's 3D technology in thc OrthoVicw's Orthopcdic Prc-Opcrative Planning Software. The goodwilt
is not deductible for income tax purposes.

ThecontributionoftheacquiredbusinesstothercvenueandnetprofitoftheGroupfortheyearended3lDecernber20l4wererespectivelyK€937and
K€265 Thc pro foma rcvcnuc and the pro fonna net profit of the acquired busincss would havc bcen K€3,438 andK€."197, respectively, if thc busincss would
have been acquired on I January 20 I 4

The total amount ofthe acquisition related costs is K€l 57 which have been recognized in the line "General and administrative expenses"
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Changes in the measurement ofthe cont¡ngent cons¡deration for previous acquisitions

Cenat

The Group signed a sale and purcbase agreement on I 0 March 20 I 5 to acquire all ofthe shares and voting interests ofCenat BVEIA for a consideration in
cash ofK€ I ,547 and a contingent consideration related to certain targets set over the coming years between K€0 and K€2.250. The fair value ofthis
continsentconsirlentionr-v-asestimatedattimeoftimcoffinal accountins13!Lìecember2015ìa¡K€I--?t0

The Group has re-estimated tbe fair value ofthe contingent consideration at I I December 20 I 6 to K€909, based on the historical resul ts and the forecasted
financial information for the period 20 1 7 to 20 1 9. The fair value adjustment resulted in a gain ofK€455 recorded in the line "other operating income
(expenses)".

Tbeundiscountedeam-outscenariosrangefromK€6l0roK€1,507 Theprobabititiesforeachscenariorangefrom0o/o¿o4Oo/owherebyacumulative
probability ofat least 50% is allocated to the scenarios with a undiscounted consideration between K€6 I 0 and K€64 l.
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5 Goodrrylll

The goodwilt has been allooated to the cash generating units ('CGI-I') as follows:

in thousands of eu¡os

The clranges in the carrying value of the goodwill can be presented as follows forthe yex2016,2015 and 2014:

in 000€

E,860 9,664 1Jt4

Impair-

ttanslation

The goodwill ofOrthoview (JK) and ofe-Prototype (PL) include respectively K€(777) and K€(27) impact ofcuûenoy translatiorr.

The goodwill related to the acquitedbusiness of CENAT during 2015 is allocated to the cash generating unit MAT NV SAM BE.

The Group has performed an impairment test based ori a discounted cash flow model with cash flows for the next five years dedved ftom the budget and a
residual value considedng a peçetual g¡owth mte.

The MAT NV 3D Printing software @E) and Cenat CGU are included in th€ reportable segment Matedalise Software. The Rapidfit+ (USA), e-Prctotypy (PL)
and Mat Metal CGU are included in the reportable segment "Materialise Manufacturing". The CGU Orthoview (JK) is included in the reportable segment
"Mate¡ialise Medical".
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CGU: MAT NV 3 D Printing software (BE)

The goodwill allocated to the CGUMATNV3DPrinting software @E)relates to thegoodwill from the acquisition of CENAT in 20 l5 and the goodwill
related to Marcam (DE-3D Printing Software).

Thc impairment tcst is bascd on the projectcd discountcd cash flows rcsulting from thc CGU MAT NV 3D Printing software, considcring a pcriod of5 years
i il e iilai¡l assu illptiù ns 1ùr gúoüwr ¡ ¡ r rupar[n€n i icslrog rnoiudc a pre-iax dr scoun t rate (based on WACC) oi 7. i 7 70 and a peryetuai growth rate of Z%. Other
assumptions include the year-on-year growth rate ofthe tevenue, gross margin and the operating costs which has been determined by management based on
past experience. Itwas concluderl that the value in use is highelthan the carrying value ofthe cash genemting unit of€23 2 miltion. Based on the sensitivity
analysis whcrc the year-on-yeargrowth ratc ofthc revcnuc, gross rnargin and the operating costs would be zero and, tlre scnsitivity analysis wbere discount
rate would increase wi th I 70, th e value i n use woul d be signi ficantly h igh er than th e carrying v alue of the cash generati ng un its.

CGU e-protot¡rpe

Thc impaimrcnt test on the GCU c-prototypc is based on rhe projected discounted cash flows rcsulting, considering a pcriod of5 years. Thc main assunrptions
include a pre-tax discoun t rate ftased on WACC) of I 0 5SYo and a perpetual growth râte of 5%o. Other assumptions include the year-on-year growth rate of the
revenue, gross margin and the operating cosrs which has been deterrnì¡¡ed by irlanagenrent based on pasl experierrce and significant capex in new 3D prìnting
equipment expected torealize in 2017 which will positively impact revenue during 2017 and beyond. Itwasconcluded that the value in use is higherthan
lhc carrying value ofthc cash generating unit of€l 9 million. Bascd on thc scnsitivc analysis whcrc thc ycar-on-ycargrowth ratc ofthc revenue, gross margin
and th e opetating costs would be zero an d the sensitivity analysis where discoun t rate would increase with 1 

0/o, the value in use would be signifi cantly h igher
than the canying value ofthe cash generating units.

CGU Orthoview

The impaiment test on the GCUOrthoview is based on the projected discounted cash flows resulting, considering a period of 5 years The main assumptions
it.tclude a pre-tax discount rate (based on WACC) of I | .17"/o and a peçetual gro\Mth rate of 27o. Other assumptions include the year-on-year grorilth rate of the
rcvcnuc,grossmarginandthcopcratingcostswhichhavcbeendetcrmincdbymanagcmcntbasedonpastcxpcricncc Itwasconcludcdthatthcvalucinuse
is higher than the carrying value ofthe cash generating unit of€9.8 million Based on the sensitive analysis where the year-on-year growth rate ofthe
revenue, gross margin and the operating costs would be zero and the sensitivity analysis where discount fate would increase with 1%, the value in use would
be higherthan tbe carrying value ofthe cash geuerating unit. The Orthoviewbusiness ìs being integruted more and more in the existing software business
within ourMatcnalisc Medical segmcnt. Syncrgics that arc expcctcd ÍÌom joincd product lincs arc not takcn into account in thc cuncnt impairment review.
For20l 6 management believes that Orthoviewcan still be considered a separate cash generating unit. Perend of20l 6 we believe that the goodwrll for
Orthoview is not impair€d

F-36



199

ii\Ì il l,rr I 
' l¡; t);\)

'il(r



Acquired
customers

and&
in thousnds of euros

Atl 2014

Softwsre

3 239 242

Pateit & licenses include only the direct attributable eitemâl costs incuned in registering the patent and obtaining the license. Software rclates to purchased
software for intemal use only excspt for software development on certâin application interfaces that werc almost fl¡lly funded by a third party. The software
development capitalized, afterdeduction ofthè funding, amounts to K€39

The 'Acquired customers and technology' have been recognized as pan ofthe acquisition ofAdvanced Machining Ltd, E-Prototypy, Orthoview and Cenat
(see Note 4).

At 3 I December 20 I 6, the remaining amortization pe riod for the acquired customers is 7.75 years for OrthoView, 2.00 years for E-Prototypy and 8.25 years
forCenat (201 5: 8.75 years for OrthoView, 3.00 ye¿¡rs for E-Prototypy and 9.25 years for Cenat).

The total amortization charg€ for 201 6 is K€ 1,954 (201 5: K€ 1,585 ; 2Al4:. Kf.l,067 ) which is included in lines cost of sales, rcseatch and doveloprnent
expenses, sales and matketing expenses and general and administrative expenses ofthe consolidated income statement.
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7 Property, plant & equipment

The changes in the carrying value ofthe property, plant and equipment can be presented as follows lor the year 20 I 6 and 20 I 5:

Land &
buildings

Planf &
equipmcna

Leased
âssctsin thousands ofeuros

Acquisition value
At I January 2015

Additions
Acquired lrom business combinations
Disposals
Transfcrs
Currency Translation
Other

At 31 December 2015
Additions
Business combinations
Disposals
Tr¿nsfers
Cunency Translation
Other

At 3l December 201ó
Amortization
At I January 2015

Depreciation charge for the year
Disposals
Transfers
Cunency Translation
Other

At31 December20l5
Depreciation charge for the year
Disposals
Transfers
Currency Translation
Other

At 3 1 December 201 6

Net book value
At3l December20l6
At 3l December20l5
At I January 20 I 5

14,704
I 5,3 50
l 0,81 7

t7.936
t4,481
13,785

4.652
2,1t4

999

7,116
|,200

306
(325)
645

(e)
I,824

289

19,719
8

(2)
3

69

(l,484)
(l t)

13,268
4,333

5

30,r39
4,693

29
(680)

(l,r 06)
320

l3
33,408

4,916

(2,266)
4,180

(3e)
40,199

(16,354)
(3,1 83)

686
(12)
(51)
(l 3)

(1E,927',)
(4,048)

541
117

6
48

(22,263)

Construc-
tion in

progrcss

999
2,610

Total

51,522
I 2,836

340
(r,005)

(l2l)
589

l3
64,174
15,306

(2,973)

(l 07)
35

(25,774)
(6,420)
1,212

tt7
(e)

48
(30,826)

45,063
38,400
30,212

8,933
2,483

(6ee)
540
(20)

4
tt,24t

(2,s0s)
(l ,3 s7)

44
1,293

(l)
48

QA78)
( l ,663)

669

2,114
7,899

(6)
(5,330)

(2s)

4,652

(607)
24

(3 s)
75,88919,797

(2,4s[)
(582)

(1,28 | )
(55)

(4,369'
(70e)

2

(l 7)

(s,093)

(21 J 10)
(5,122)

730

2

(3470)

7 .771

6,45s
4,611
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The investr¡ents in propcrty, plant & equipment in 2016 amounted to K€15,306 (2015: K€12,836 ;2014:K€.12,228)and mainly related to the building
constnrctions in Leuven and Poland K€6,098), the investmen t into new machines and instal lations (acquired and leased - K€8 ,254) and the investment in
computer equipment (K€890). The investments in 20 I 5 related to the acquisition of land in Leuven (K€2,026) and in Poland (K€ 1,283) and the investment
into newmachines and installations (acquired and leased - K€7,298). The additions of20l4 essentially related to the acquisitions ofleased and purchased
machines.

The Group realized a net gain on disposal ofproperty, plant and equipment ofK€149 in 2016 (2015: a net gain ofK€73; 2014: a toss ofK€23).

No impairment ofproperty, plant and equipment was recorded.

Land and buildings

The carryingvalue ofland included in land and buildingsat3l December20l6 includedK€0 ofassetsunderconstruction (2015: K€0 ;2014:K€|,764).

Finance Ieases

Thecarryingvalueoffìnanceleasesat3[December20l6wasK€7,771(2015:K€6,455;2014:K€4,611)Financeleasesareincludedinthecolumnleased
assetsandmainlyrclateto3DprintingmachineswithacarryingvalueofK€J,771at3lDecember20l6(2015:K€6,455;2014:K€4,148)andlorwhich
depreciation ofK€1,663 was recorded in 2016 (2015: K€1,357;2014: K€643).Newfinance leases in 2016 amount roK€2,757 (2015: K€3,808;2014:
K€2,647)and,mainly relate to leased machinery (3D printing machines).

A.ssets u n der co nstntc lio n

In 2016 thc assctsundcrconstruction rnainly include the building of the newproduction and officc facility in Bclgiumand Potand (K€6,098)aswell as the
construction and upgrade of3D pri n ting machines. In 20 I 5 and 20 I 4 the assets under construction were mai nly the construction and upgrade of3D printing
machines tbat are being built by the Group.

Borrowittg costs

Because insi gn ifi cant, no bo nowing costs were capital ized during any ofthe years ended December 3 I , 20 1 6, 20 I 5 and 2014

Pledges

Land and buildings with a carrying amount of K€ 10,3 8 8 (2015: K€7 ,479;2014: K€7 ,9O6) and buildings under construction with a carrying arnount of
K€2,206 (20 I 5: ni l; 20 I 4: ni l) are subject to pledges to secure several ofthe Group's bank loans (Note 22).
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I Invcstmcnts in joint vcnturcs

The Group has one investment in the jo¡nt venture RSprint NV (Belgium). The summarized financial information of RSprint NV can be presented as follows:

¡n 000€ 2016" 2OlS 2014
(Share in lhe)joinl venlure's stalement ofJìnancial positiono
CuIlent asscts
Non-cuûent assets
Goodwill
Curent liabilities
Non-current liabilities
Shareholders'Equity
(Share in the)joínl venlure inco¡ne and expenses (oss)"
Revenue
Profit (loss) *

(1,060) (234) (135)

(3 l8) 1,018 4re

(2,o36) (81)

610
r32

4tL
838

t11
381

720 214
(40r)

there are no discontinued operations
as &om 20 I 6 the compl€te numbers of the j oint venture's fìnancial statements are presented (l 00%), fot the years 20 I 5 and 2014 on [y tb e sbare of
Materialise in thejoint venture's fiuancial statemeuts are presented.

Total cuÍsnt assets include cash and cash equ ival en ts for a total amoun t ofK€86 pcr 3 I Decernber 20 I 6 (20 I 5 : K€5 I 8 ;2014: K€222 ). Profi t (loss) includc
total deprecationsand amortization fora total amountofK€34 in 2016 (2015: K€218 ;2014: K€31 ).

The movement of the carrying value of the joint venture is as follows:

Carrylng value per 31 December 2014
Additional investment
Share in loss
Carrying value per 3l December 2015
Additional investment
Share in loss
Carrying value per 3l December 2016

TheGrouphasnotrecognizeditsshareinthelossesofthejointventureforatotalamountofK€l6lin20l6.
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I I Cash and cash equivalents and held to maturity investments

Cash and cash equivalents include the following:

in 000€

Cash at bank
Cash equivalents
Total

For the year ended December 3t
20 r5

4t,70t
9,025

50,726

2014

39,921
I1,098
51,019

Cash at banks eams interest at floating rates based on daily bank deposit rates. Short-te¡m dcposits are made for varyìng periods ofbetrveen one day and three
months, depending on the immediate cash requirements ofthe Group, and eam interest at the respective sbort-term deposit rates.

As at 3 I December 20 14, the Group also owned held to maturity investments for an amount of K€ I 0,000. These were inv€stmen ts on term accounts between 6

to 12 months and eamed interest at a fixed deposit rate.

There were no restrictions on cash during 2016,2015 or2014.
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l2 Uquity

Share capital

Thesharecapital oftheparentcompanyMaterialiseNVconsìstsof4l ,325,438ordìnarynominativesharesatDecember3t,20l6(2015: 47,325,43g;2014:
47 

'147 '256 ) 
with no nominal but parvalue of€0.058 in 201 6 (201 5: €0 058 ; 2014: €0 059 ) fora roral amounr ofK€2,729 at 3 I Dcccr¡ber20l6 (201 5:

Ke2,729 ;2014: K€2,788 ).

Total
number of

fo undcr
shares

Total
number of
ordinary

sh¡res

39,072,056
8,000,000

75,200
47 ,147,256

80,1 82
98,000

47 325,43E

Total share-
holdcrs'

2,235
480

2,729

Total sharc-

12,321
70,004
(6,27e)

604

76,650

921
79,019

in 000€, çxccpt sharc data

Outstânding at 1 January,2014
Capital increase IPO 3010612014
Capiralization cosrs IPO 30/06/20 I 4
Equity settled sharc-based payments expense
Capital increase by exercise warrants on 3 I /1 0/20 I 4

Outstanding on 3 1 Ðecember, 20 I 4
Transfer share capítal to share premium
Capital increase in cash
Capital increase via exercise ofwanants
Equity settled share-based payments exp€nse

Outstanding on 3l December,2015
Transfer share capital to share premium
Capital increase in cash
Capital increase via exercise ofwarrants
Equity settled share-based payments expense

Outstanding on 3l December,20l6

73
2,788

(6e)
5

5

69
575
90

7t4
7E,098

47 32sA38 2)729

The rransfer ofthe share capìtal to the share premium in 20 t 5 relates to the capital increase by exercise ofwarrants on October 3 1,20 I 4 whereby the Group
has rransfened an amount of K€69 to share premium as registered in the notarial deed of Mar.ch 5,2015.

On March 5,20 I 5, thc Group has issucd 80,1 82 ncw shares at a pricc of€7 22 pcr share rcsulting in an incrcasc ofthe sharc capital by K€5 and the sharc
premium by K€575. The creation of the shares was done as part of the deat with the fomershareholdes of Mobelife.

The shareholders'capital increased by K€5 in20l5 (2014: K€73) as ¿ result ofthe exercise ofwanants outstanding and fi-rily vested The numbel.ofnew
shares issued was 98,000 at a price is €0 98 pershare

on June 30,20 I 4, the Group has successfully completed and settled its initial pubtic offering on Nasdaq at the initial stock price $ I 2 and rhe issuance of
8,000'000 new ordinary sharcs (post stock-split) with â total increase in share capital and share premium ofK€70,484 (equivìlenr ofK$96,000) The roral
expenses directly related to the share capital increase amounted toK€.6,279 which were deducted from the share premium.

[naddition,theshareholdershaveapprovedonJune30,20l4astock-splitof lordinaryshareto4newordinarysharesandthepre-existingclassesof
ordinâry shares have been eliminated. In this rcspect, all share amounts and the EPS weie ad.justed retro-actively to reflect the stàck-sptit.

Until 2013, the ordinary shares were divided in three categories: A, B and C v/ith similarvoting and dividend rigtrts The three categories have been
elirninatcd as part ofthe initial public offering in June 2014

The Company also issued previously 300,000 founder shares wbich do not represent shareholders' capital but grant the holdervoting and dividend rights
The terms & conditions are further discussed in Note 24. The General Meeting of Shareholders held on Novembe r 28,2013 converte¿ the 300,000 forinrjer
sharcs into ordinary A sharcs resulting in a dilurion for thc cxisting sharcholdcrs by 3.07%. Those A sharcs wilt bencfit Íìom all rights allocatcd to ¡he
ordinary shares.
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The shareholders ofthe Group have granted to the Group's Board ofDirector's, by a decision taken on Apnl23,2014,the right to increase the share capital
by K€2,715 rÃ/ithout the consent of the Shareholders for a maximum of 5 years.

Share premium

In Bclgium, the portion ofthc capital increase in excess ofparvalue is typically allocated to share premium.

The carrying value of the share premium is K€79,01 9 at December 3 I , 20 l6 (20 I 5: K€78,098; 2014: K€76,650). The change in 20 t6 is the result of the
share-based payment expense ofK€92 l.

The change in 20 I 5 is the result of(i) the transfer ofK€69 from share capital; (ii) the portion ofthe capital incrcase in cash ofK€575; (iii) the portion ofthe
capital increase due to the exercise ofwanants ofK€90 and (iv) the result ofthe share-based payment expense ofK€714.

Reserues

The nature and purpose ofthe resewes is as follows:

For thc ycar cndcd
December 3l

in 000€

Legal reserve
Retained eamings
Reserves

2016 20t 5 2014

279 226 226
(1,882) 1,181 s,s38
(1,603) 1,407 5,764

The legal reserve is increased by reserving 5Yo ofthe yearly statutory profit until the legal reserve reaches at least 10% ofthe shareholders' capital. The legal
reserle cannot be distributed to the shareholders.

The Group did notpay any dividend during 2016,2015 and.2014.

No tt-co n lro I I i n g interest

Tbe non-controlling interest is zero at December 3l ,2016 and at December 3 l, 20 1 5. The non-corrtrolling interest in 20 1 4 represerrts 223lVo of th,e shares in
the subsidiary Mobelife that are hcld by third partics.

No non-controll ing in terest is recognized for the 16.6'7%o hetd by a th i rd party in RapidFit+ as the amount \¡r'as reclassified to a financial I iability
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MobeliJe

On March 5,2015 the Group acquired all non-controlling interests in the subsidiary Mobelife fora total cash consideration ofK€1,377. The acquisition was
accounted foras an equity transaction resulting in a K€1,562 loss rccognized in the rrserves attributable to the owners ofthe parent. The shareholders of
Mobelifepaidduring20l4uncalledcapital foratotal amountofK€l8lofwhichK€33bythenon-controllinginterest.AlossondilutionfortheGrouphas
been rccognized lor an amount ofK€7 in 20 I 4

At the end ofDecember 20 I 4, the sbareholders' capital ofMobelife was increased by K€3 I as a result of the exercise offully vested '¡r'arrants. A gain in
dilution for the Group has beeu recognized in the amount ofK€24.

RapidJìt+

On February 28, 2 0 13, th e Group h as cawed-out its Rapidfi t+ business in to a newly created en tity Rapidfi t+. On J:lne 27 ,2013, the investor PMV-TINA has
subscribed to 100% ofthe capital increase ofK€[,000 resulting iu a dilution of the Group's interest in Rapidfit+from 100%to 83.33%.As aresult of this
dilution, the Group recognized a gain ofK€736 in consolidatcd reserves at Decembcr 3 I , 20 I 3

The sharcholders ofRapidfit+ have decided to increase the capital ofthe entity as ofDecernl:er23,2014 to K€2,235. Each shareholder has participated in
proportiott to its interest in Rapidfit+whereby the Group participatedforK€3,750 (ofwhich K€703 ascapital increase and Kû,047 as increase share
premium) an d PMV-TINA participatcd for K€750 (of wh ich K€ I 4 I as capital incre asc and K€609 as in crcasc sharc prcmium) Tb e cap itat incrcasc su bscribed
by PMV-TINA is sh own in the resewes as n o n on-con tro lling in terest is presen ted for Rapidfi t+ (see further).

After the capital incrtase the shareholders ofRapidfit+ have decided to reduce the shareholders capital by K€ l,4l 0 by incorporating the historical losses of
K€1,328 and creating a resetve ofK€82.

The Group has purchased a call option and wrilten a put-option on the non-controlling interest in Rapidfit+. The call option is accounted for in accordance
with IAS l9 and has an exercise price which is calculated according to a specified contractual formula based on the following palameters: invested capital,
multiple ofEBITDA minus net fiuancial debt. Cun€ntly the call option is deeply out ofthe money due to the significant losses ofRapidfìt+ and as such the
fair valuc is cstimated at zcro at Dcccmbcr 3 l, 20 I 6. Thc call option is exercisablc bct',ryccn 20 I 5 and 20 I 9.

The written put option has been recognìzed as a tìnancial liabìlity and measurcd at the fairvalue ofthe redemption amount and amounts to K€735 at
3l December20l6(2015:k€6731,2014 K€639).TheundiscountedestirratedredemptionämounttotalsK€875atDecernber3l,20l6(2015:K€875;2014:
K€875). Thc rcdcmption pricc has an cxcrcisc pricc according to a spccified contractual formula based on thc following parametcrs: invcstcd capital,
multiple ofEBITDA minus net änancial debt. The inirial recognition resulted in a reclassifìcation ofK€264 Íiom non-controlling interest and K€64 from
consolidated reserves. The parameter"invesled capital" ofthe contractual formula has been adjusted in December20l4 to reflect the impact ofthe capital
ittcre¿se and the exercise perìod has been extended with one year. As a result, the estimated redemption amount ofthe w¡itteu put option has increased by
K€273 which has been recorded in diminution ofthe consolidated reseryes. Thewritten putoption is exercisablebetween 201 7 and202l.

Inaddition,Rapidfit+hasissuedl0dìlutionwanantstolhenon-controllinginterestwhichareexercisableuponoccurenceofcertainspecifiedevents.The
fair value ofthe dilution watrants is zero per end of20 I 6 (20 I 5: zero;2014: zero)
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l3 Share-based payment plans

Share-based payment plans ofthe parent

Tbe changes ofthe yeaf for the warant plans are as follows:

Outstanding at 1 January
Granted
Fotfeited / Cancelled
Exerci sed

Outstanding a t 3 I December
Exercisable at 3.1 December

Outstanding at I January
Grantcd
Forfeited / Cancelled
Exercised

Outstanding at 3l December
Exercísable at 3l December

20r6 20r5 2014

1,401,852
350,000
(70,852)

1,579,955
l 8,r 80

(98,283)
(98,000)

1,40r,852

505,0ó4
l,398,540
(248,449)

(7 5,200)
1,579,955

t23,1 63
1,681,000

The Group's share-based payment plans are all equity-settled except for the IPO wanants that have been granted to cedaiu employees ¡ n ceúa¡ n countries due
to legal requirements wbicb are cash-settled.

The number of outstand ing \¡r'arran ts has been adjusted to retl ect the I -to4 stock sp lit decided in June 20 I 4.

Eq u ity-sett I ed s h a re-b as e d p ay me n t p I u n s

The Group has several plans in placc (2007 warran I plan, 20 I 3 wanant plan, IPO wanant plan and 20 I 5 warrant plan) which have similar terms cxccpt lor the
exercise price, except for the 201 5 wanant plan.

2007 warrant olan and 20 I 3 warrant olan

EachwanantgivestherighttotheholdertooneordinaryshareoftheparentCompany Thewarrantshaveacontractual termof l0yearsandvestfor250/oin
the fourth year;25Yo in the fifth year; 25Yo in the sixth year and 25 Vo tn the seventh year. Wanants are exercisable as from tbe month after they have vested
and in the subsequent exercise periods. There are no cash s€ttlement altematives and the Group does not have a practice ofcash settlement for these wanants.
Thc warants havc a contractual term of I 0 years.

The Group granted in October20l3 and December20l 3 under the 20 I 3 wanant plan 323,096 wanants to seniormanagement, directors and certain
employees witb an exercise prìce ranging from €7.86 to €8 54. A total of I 66,800 waffants were additionally gtanted to senior management and directors in
Jantary 2014.

The status ofthe 2007 and 201 3 wanant plan at 3 I December is as follows:

2016 20t5 2014

439,896 555,896

(4,800)

435,096

(r 8,000)
(e8,000)

439,E96

505,064
166,800
(40,768')
(75,200)
555,896
123,1 63

IPOwarant olan

Each warrant gives the right to the holder to one ordinary share ofthe parent Company. The wanants have a contractual term of I 0 years and vest for 25Yo in
the fourlh year;25Vo in the fifth ycar;25o/o in the sixth yearand 25o/ointhc seventh ycar. Wanants arc exercisablc as liom the month afterthcy havc vcstcd
and in the subsequent exercise periods. There are no cash settlement altematives and the Cnoup does not have a practice ofcash settlement for these wanants.
The wanants have a contractual term of I 0 vears.
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'fheGroupgrantcd979,898ìilaftantsinJuly20l4and36,l5lwanantsinNovcmber20l4inthccontcxtofthcinitial publicoffcringtotheemploycesofthe
Groupwithanexercisepriceof€8.81("IPOwarrantplan")TheGroupgrantedanadditionat l8,l80wanantstoemployeesinJuly20l5underthelPO
warrant pIan.

The status ofthe IPO wa¡rant plan at 3 I December is as follows:

Outstanding at I January
Granted
Forfeited i Cancelled
Exercised

Outstanding at 3 1 December
Exercisable at 31 December

2016

772,859

(4s,260)

20t 5

828,142
I 8,1 80

(71,663)

2014

I,016,052
(l 87,7 l 0)

727,599 772,859 828,342

'Wanant nlan 201 -5

TheBoaldofDirectorsdecidedon tSDecember20l5onanewplan("20 l5wan¿ntplan")bywhichitcangrantupto l,400,000vr'arantstoemployees.
Each wanant gives the right to the holderto one ordinary sbare ofthe parent Company. The warants vest tor I 0% on the second anniversary ofthe granting;
20Yoonthe third anniversary ofthegranting;30% on the fourth anniversary ofthe granting and4}Yoon the fifth anniversary ofthe granring, unless
otherwise decided by the board ofdirectors or one ormore ofits l€presentatives granted po\ters thereto. Warrants are exercisable only afterthey have vested
and only during a period of(i) four weeks following the publication ofthe results of the parent Company ofthe second and fourth quarte¡ or (ii) ifno
quarterly results are published, during the month March and the month September of every year'. There are no cash settlement altematives and the Group does
not have a practice ofcash settlement for these \ilarrants The warants have a term of I 0 years.

The Group granted 350,000warrants in September20l6 to the employees ofthe Group with an exerciseprice of€6.45.The statusofthe 2015 wanant plan at
3l December is as follows:

2016
Outstanding at I January

Gran ted
Forfeited i Cancelled
Exerci sed

Outstanding at 31 December
Exercisable at31 December

3 5 0,000

350,000

Fairvalue

Thc fair value ofthc warrants is cstimatcd at thc grant datc using the Black-Scholcs option pricing modcl, taking into account thc tcrms and conditions upon
which the wanants were granted

The fol lowing table provides the input to the Black-Scholes model for the 2007 wanant plan, 20 I 3 warrant plan, IPO warant plan and 20 I 5 wanant plan:
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Retum dividend
Expccted volatility
Risk-free interest rate

Expected life
Exercise price (in €)
Stock price (in €)
Fairvalue SAR (in €)

Plan 2015 IPO 2015 IPO 2014 IPO 2014
(sept 16) (Nov) (Nov) (June)

0%
4'7%

0.24yo
4.30
6.45
6.42
2.41

0%
4'lo/o

1.17%
550
8.81
8.08
3.30

0%
50%

t.t2%
s50
8.81

8.67
394

0%
46%

1.70%
5.50
8.81
8.81

3.83

20 13

(Dec) *

0%
50%

256%
5.50
854

I 8.09
12.23

20 ll
(Oct) *

0%
53%

2.43o/o

550
7.86

18.09
12.77

2007*
0%

56%
4.25%
550
3.92
392
2.t 5

(*) Exerciseprice,stockpriceandfairvaluearenotadjustedforthe Ito4stock-splitcompletedinJune20l4

The above input forthe Black-Scholes model have been determined based ou the following:

. The dividend retum is estimated by reference to the historical dividend payment ofthe Group. Cunently, this is estimated to be zero as no
dividend have been paid since inception.

. ExpectedvolatilityisestimatedbasedontheaverageannualizedvolatilityofthevolatilityoftheGroup'sstock(until Sept20l6:ofanumberof
quoted peers in the 3D printing industry and the volatility ofthe Group's stock);

. Risk-free interest rate is based on the interest rate applicable for the I 0Y Belgian govemment bond at the grant date

. Estimated life of the wanant is determined to be untilthe first exercise period which is typicatly the month aftervesting;

. Fairvalue ofthe shares is determined based on the share prìce ofthe Group on Nasdaq at the date ofvaluation. Forthe gral'ìts priorto the initial
public offering, thc fair value ofthe shares was estimated based on a discounted cash flow modcl wi th 3-ycar cash flow projcctions and a multiple
ofEBITDA determined based on a numberofquoted peers in the 3D printing industry

Theexpensearisingfiomshare-basedpaymenttransactionsfortbewanantsplansmentionedabovewasK€921 in2016(2015: K€714;2014:K€604)

Thc wcightcd avcragc rcmaining cstimatcd lifc of the warrants outstan ding as of 3 I De cember 20 I 6 is 4 3 8 years (201 5: 5.50 ycarc; 2014'. 4.65 years). Thc
weighted average fair value fo r the warran ts outstanding at th e end of 20 I 6 was €6.0 I (2 0 I 5: €3.54 ; 2014: €3.45 ). Th e weighted average exercise price for
t[ìe warrants outstanding at the end of 20 l 6 was €8 06 (20 1 5: €8 8 1 ; 20 14: €8.46 ).

The wcightcd avcragc sharc pricc at thc datc that thc 98,000 options during 201 5 were exercised was €7 9 l.

C a,s h -.s e ll I ed s h are -b a se d p aynten t p I a n s

The Group has issued 2 1 5,68 8 stock appreciation rights ("SAR") in July 20 1 4 towards certain employees in certain countries due to legal t'equirements with
similartermsand conditionsas thc IPOwanantplan cxccpt that thc SAR willbcscttled in cash.The exercise pricc of the SAR is€8 8l

The status ofthis plan is as follows:

2016

189,097

2015 2014

195,717
215.688

(6,620) (t9,971)

Outstanding at 1 January
C¡ranLcd
Forfeited / Cancelled
Exerci sed

(20,792)

Outstanding at 3l December ró8,305 189,097 195,717
Exercisable at3l December

The SAR plan grânts the bearer the right to a cash payment equal to the difference between the exercise price and lhe stock price at the exercise date, Thrs
plan is considercd a cash settled shared based payment and is as such recorded as liability.
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The SAR's have a contractual tenn ofl0 years and vest for25%o in the fourth year;25Vo in the fifth year;25Yo in the sixth yearand 25',/ointhe seventh year.
SAR's are exercisable as íìom the month after they have vested and in the subsequent exercise periods.

The faitvalue ofthe SAR is estimated at each repofting date using the Black-Scholes option pricing modet, taking into account the terms and conditions
upon which the \¡/arrants werc granted. The Êollowing table lists the in put used lor the B lack-scholes model :

2016 2015
Retum dividend
Expected volatility
Risk-free in terest rate
Expcctcd life
Exercise price (ìn €)
Stock price (in €)
Fair value SAR (in €)

Outstanding at 1 January
Gran ted
Forfeited / Cancelled
Exerc i sed

Outstanding at 3l December
Exercisable at 31 December

0%
50%

0.55%
3.25
8.81
7.30
2.t7

0%
47%

0 98%
4.25
8.81

6.48
1.87

Th e ex pense arising from sh are-based payment transactions for th e SAR's plan was K€46 in 20 t 6 (20 I 5: K€43 ; 2014: K€60 ). The carrying value of th e
liabilityat3I December2016amountstoK€147(2015:K€101 ;2014:K€59).Thetotalinrrinsicvalueof rheliabilityforwan:antscurrenrlyexercisablewas
K€0 at 3l December20l 6, 201 5 antl 2014,

Share-based paymenl plans oI Mobelife

The changes in the yeal for tbe Mobelife wanant plan 2O12 and 2009 are follows:

20t6 2015 2014

404

(404)

Mobelife wurrant plun 2009

Thc subsidiaryMobclilc issucd and grantcd on 30 March 2009 405 wanants to ¡ts cxccu[ivc managcmcntwith an cxcrciscpricc of€100. Each wanantgivcs
lheholdertherighttooneordinaryshareofMobelifeThewanantshaveacontractual temofTyearsandvesr.for25Yuinthefourthyear;25V,inthefifth
year; 25o/o jn the six th year an d 25Yo in the seven th year Warr¿n ts are ex ercisable as fi om the mo n th after they have vested and in lh e su bsequen I exercise
penods There are no cash settlemcnt altematives and the Group does not have a practice ofcash settlement for these wanants.

The fairvalue of the warants is estimated at the grant date using the Black-scholes option pricing model, taking into account the tems and conditions upon
which the wanants were g-ranted

Mobelife warrant plan 201 2

ThesubsidiaryMobelileissuedonlTJanuary20l2 l00warrantstoitsexecutivemanagementvr'ithanexercisepriceof€536.Eachwanantgivestheholder
the right to one ordinary share ofthe subsidiary Mobelife. The warrants have a contractual term of7 yeats and vest for25%oin the lourth year;25Vo in the fifth
year; 25Yo in the six th year attd 25o/o Á the seventh ye ar Warants are ex ercisab le as fi'om th e month after th ey h ave vestetl and in th e subsequ ent exercise
pcriods. Thcrc arc no cash scttlcmcnt altcmatives and thc Group does not havc a practicc ofcash scttlcmcnt for thesc waûants.

The fail value ofthe warants is estimated at the grant date using the Btack-Scholes option pricing model, taking into acco].rnt the terms and conditions upon
which the wanants were granted
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The following table lists the input to the Black-Scholes model both wanant plans:

Wå rra ntpl¡n

The above input for the Black-Scholes model have been detcrmined on the same basis as discloscd above.

The expense arising from share-based payment tmnsactions for Mobelife wanant plans was K€0 in 20 I 6 (20 1 5: K€0; 20 14: K€2).
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Shaie-based payment pians of RapidJìt+

The subsidiary Rapidfit+ has iSsued a wanant plan on 23 August 20 1 3 where a maximum of300 waftants can be offered to management \À/ith an exercise
price of€553.92. In January 2014, a total ofl99 waftants were granted and accepted.

The ehanges for the year for the RapidFit+ warrant plan are as follows:

Exercised

The following table lists the input to the Black-Scholes model for the RapidFitt warant plan:

The exþense arising from share-based payment tmnsactiors for Rapidfit+ wa¡ant plan was K€t 0 in 20 I 6 (20 I 5: K€l 0; 20 I 4: K€9).

F-54



Table of Contents

l4 Loans and borrowings

The loans and borrowings include ¡he following:

For thc ycar cndcd Dcccmbcr 3 1

in 000€

€5.000 bank toan
€4,050 bank loan
€2,390 bank loan
€2,354 bank loan
€2,000 bank loan
€ I ,800 bank loan
€1,750 bank loan
€ 1,600 investment loan
€ [,000 convertible bond
€1,000 straight loan
€899 investment [oan
€750 bank loan
€630 institutional loan
€613 bank loan
€612 bank loan
€609 bank loan
€500 bank loan
€490 bank loan
€486 bank loan
€468 bank loan
€450 bank loan
€448 bank loan
€425 bank loan
€414 bank loan
€400 loan with related pafty
Intercst frce loan agrccments

lnterest
ratc
4.61%
I 24o/o

1.36%
I lsyo
4 43%
092%
5 40%
l.55Vo
3.70%
|.79%
1.12%
t 0'7%
0.25%
0.'t7%
0.850/o

I 96Vo

1.78%
I 02o/o

0.78%
0.76%
0.93%
5 .l lyo
0.78%
0.76%
423%

Maturity
Jut-2027
Dec-2032
OcI-2020
Sep-2032

Nov-2020
Scp-2023
Dec-2022
Nov-2022
Oct-2020
Fcb-20 I 5

Dec-2022
Sep-2023
Sep-2021
Jun-2023
Dec-202f
Mar-201 9

Dec-2018
Mar-202f
I'u¡-2023
Sep-2023
Dec-2023
Dcc-201 9

Jln-2023
Sep-2023
OcI-2025

Oct-2016;
Mar2O2O

2015-2017
20t6-2023

Jun-20 I 5

Jun-20 I 6

z'11 345

313

2016 2015 2014

3,84'7
4,050
|,847
2,354

658
1,738

906
1,382
1,000

775
750
630
570
612

205
439
452
452
450
200
395
399
266

4,t25

2,392

808

1,019
1,600
1,000

900

4,390

952

I,138

l.0ll
r,000

529
404

405
305

Ão

0.00%

0 90o/o

1.08%

I,652
1,087
3,t27

325

306 856
Obligations under fìnance lease with lelated pafty
Obligations under finance leases (third parties)
Shorl term credit agreements
Short term credit agrcements
Other loans
Total loans and borrowings
ofwhicb current

n on-current

1,784
33,806

5,539
28,267

1,07 4
t7,347
5,499

I I,848

7,339 5,823

25

I,270
2 r,089

4,482
16,607

K€5,000 secured bank loan

This bank loan has been used to finance the construction ofa portion ofthe office and production building in Leuven (Belgium) The loan started on
December23,2Ol 1 and was completely drawn at K€5,000 as ofJune 3O,2Ol2 The loan matures on 3O Jtne2027 The loans bears a fixed interest rate of
4.6lYowithrnonthlyfìxedinstallmentsasfromJulyl,20l2 Thisbankloanissçcuredwithamortgageouthebuilding.

K€4,050 secured bank loan

This bank loan has been used to finance the construction ofa portion ofthe office and production building in Leuven (Belgium). The loan was agreed fora
total amount of K€ 12,000 and was first drawn on December 28, 2016 for the arnount of K€4,050. The loan matures o11 December 3 l, 2032.T'¡.e loans bears a
fixcd intcrest rate of l.24Yo. Repayrnent ofcapital wìll only start as ofDcccmbcr 1,2022 This bank loan is sccurcd with a mortgagc on thc building.
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K€2,390 bank loan

ThisbankloanhasbeenusedtofinancethePolishoperations.TheloanstartedonOctober22,20l5andistepaidin60fixedmonthlypayments Theinterest
rate is fixed at I 361%.

K€2.354 ,secured hank loatt

This bank loan has been used to finance the construction ofthe office and production building in Poland. The loan was agreed lora rotal amount ofK€6,000
andwasfirstdraumonDecember28,20l6fortheamountofK€2,354.TheloanmatufesonSeptember30,2032 Theloanbearsafixedinterestrateofl.l5'/.
The repayment ofthe capital wil l only start as ofJune l, 20 1 9. This bank loan ìs seculed with a mortgage on the building.

K€2,000 secured bank loan

This bank loan has been used to finance the construction ofa poftion ofthe ofüce and production building in Leuven. The loan started on December 1,2005
with a maturity of I 5 years The loans bears a ftxed in terest 'a:te of 4.43Yo with mon th ly äxed installments. Th is bank loan is secured with a mortgage on th e

building.

K€l,800 hank loun

This bank loan hasbeen used to tìnance thepurcbase ofproduction equipment. The loan started on October28,20l6 with amaturity of7 years. The loans
bears a {ìxed interest rate of 0.92Yo with monthly fixed installments.

K€1,750 secured bank loan

This bank loan has bccn uscd lo finance !he construction ofan office in Czcch Rcpublic. Thc loan started on November 1,2008 with a maturity of I4 years.
The loans bears a fixed interest rale of 5 .40Yo with monthly fixed instal lmen ts This bank loan is secured with a mortgage on th e b uilding.

K€ 1,60 0 inves l me nt loan

This loan was contractcd to financc thc opcrations ofMaterialise USA and runs for 7 years. Intercst is fixed at | .55o/o and paymcnts are done each quarter

K€l,000 convertible hond with related partlt

TheGrouphasissuedonOctober2S,20l3 t,000convertiblebondswitharelatedpartyforatotal amountofK€1,000 Thebondshavebeenfullysubscribed
by a membcr ofour senior rranagcmcnt,

The contlitiors uftllc eurrvcrtiblc bulrd carr bc suuurrarized as fullows:

. Number ofconvertible bonds: 1,000

. Nominal value per bond: K€l

. Colrtr¿ctual life: 7 yearu

. Interest: 3.7olo

. Conversion period: from I January 201 7 until maturity

. Conversion price : €1.97

The maximum number ofordinary shares that can be issued upon conversion is 508,904

The Group has estimated the fairvalue of a similar liability howeverwithout ar'ìy conversion optiolì by reference to a numberof quoted peers in Belgium The
fairvalucwasestimatcdatK€9O7 Uponinitial rccognition,anamountofK€93wasrccognizcdinconsolidatedreservcsreflcctingthefairvalucofthe
converston optron.
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Straight Ioan

Rapidfit N V. has obtained a straight loan in order to {inance its working capital needs. The loan was repaid by tbe end of20 I 6

K€900 investment loan

This loan was contractcd to financc the opcrations ofMaterialisc Poland and runs for 7 years. lnterest is fixed at LI2Yo and payments are monthly

K€750 bank loan

This loan was contracted to finance the operations of Materialise NV and runs for 7 years Interest is fixe d at l.07Yo and payments are monthly

K€6 3 0 institutional loan

This loan was contracted with a financial institution in Germany to finance the ptoduction operations of Materialise Germany fora maximum amount of
K€2,000.Perendof20l6K€630hasbeendrawn.Theloanisrepayableovera4yearperiod,startingasofSeptember20lTwithafixedinterestrateof0.25o/o
payablc pcr quartcr.

K€613 bankloan

This loan was contracted to finance the purchase ofa 3D printer and runs for 7 years. Interest is fixed, at 0-77Yo and payments are monthly

K€612 hankloan

This lo¿n was contracted to finance the purchase ofa 3D printer and runs for 7 years. Interest is fixed at 0.85% and payments are monthly

K€609 hank loan

This bank loan was contracted in order to finance the acquisition ofmachines

K€500 secured bank loan

Thisbankloanhasbeenusedtof¡nancethepurchaseofa3Dprintingmachine.TheloanstartedonDecembert,20l3withamaturityof5years Theloans
beara fixed interest rate ofi.78% with monthly fixed installments and is secured.

KC4 I 4-K€.490 bank loans

Several bank loanswere contracted to finance the purchaseof3Dprinters and otherequipment. The maturitymngesftom 5 to Tyears, and the annual interest
rate varies between 0.76% and 5.1 t%.

In t e res I -fre e lo a n ag re e men ts

The Group has several interest-free loans with an outstanding nominal amount ofK€308 (20 I 5: K€88 l; 20 t4: K€ 1,595). The interest-fiee loans have been

initially measured at fairvalue, which is the present value of the fi.¡ture installments with a discounting r¿te of 3.04%. The maturity ofthe remaining loans is
February andMarch 2020and have eithcrr¡onthly orquartcrly installmcnts. Thc carryingvalue at December3l,2016 isK€306 (2015: K€856;2014:
K€ I,652). The difference between the carrying value and the nominal value is recognized as financial income over the loan period.

The loans have been granted by either govemment organizations or business partners.
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Fitance lease obligalions with relaled parties

The Group hassigned two finance lease obligations with AilanthusNV, a related pafiy to and shareholderof, the Company,forthe land and building in
Leuven. In Ap ri I I 99 8, the Group has signed a finance lease agreemen t ',r¡ith Ai lan thus NV to I ease I and. and a portion òf the ofüce and production Uuil di ng.
The lease has a term ofl5 years and includes a purchase option forthe land and the building. The Group has determined that thjs lease is a finance lease
bccausc (i)thc purchascoption is assumcd to bcsignificantly lowcrthan thc fairvalue ofthe land and building and (ii) itwas vcry tikely at inception ofthc
leace rhor rh- ã^"^ -'^',li ---- ;"- ir- -,,-^L^-^ ^-,:^- TL^

expense fortheyear2016 is K€0 (2015: K€0;2014: K€0). The termofthe lease expired at March 31,2013 and the purchase option hasbeen exercised.
Ownership has becn transferred on February I 8, 2015

In October200[, the Group hassigned a finance lease agreementvr'ith AilanthusNVto lease land and a portion ofa newproduction building. The leasehasa
term of I 5 years and a purchase option for the land and the building. The Group has determined that this lease is a financè lease because (i) the purchase
option is assut¡ed to be significantly lowerthan the fairvalue ofthe land and building and (ii)itwasvery likelyat inception ofthe leasethatthe Group
woul d cxercise i ts purch asc opti on. Th c amoun ls outstandi ng as ofDcccmbcr 3 I , 20 I 6 i s K€74 (2015: K72; €20 I 4: K€8 6). The in tcrest expensc for thË year
2016 isK€4 (2015: K€5;2014: K€6). The term ofthe lease expired on September20,2016 and the purchase option wilt be exercised by nòtary deed in i0l?

Ailanthus NV has gran ted another loan at fixed interest rare of 4 23Vo which matures i¡ 2025. The purpose ofthe loan is to finance thc purchase 6fa bui lding
in France. The amounts outstanding as ofDecember3 1,2016 isK€266 (201 5: K€290; 2014: K€313). Thc intcrest cxpcnse fortheycai20l6 is K€12 (2015:
K€ I 3; 20 I 4: K€ I 4) and is included in the "other loans" in the above table

Finance Iease obligations v,ilh third purties

Thc Group has scvcral financc lease obligations mainly with frnancial institutions and relatcd to the financing ofbuildings and various other itcms ofplant
and equipmenl such as 3D printers.
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15 Other non-current li¡bilitles

The othernon-current liabilities consist of the following

ln

co¡sidemtion 909

69 53 169

Tot¡l 1,873 2,2,44 969

We rrfer to Note l2 for a description of the written-put options Rapidfit+.

The contingent consideration ofK€909 at 3 I December 20 I 6 (20 I 5: K€ 1,3 I 0) relates to the business combination ofCENAT.

The impact ofthe accounting treatment ofthe Belgian contribution plans with a minimal guarantee is not material as only a limited nuhber ofpeople can
benefit. No provisions havs been recognized as of3 1 DecEmbet 2016,2015 and 2O14. As such, no further disclosures have been plovided.
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ló Deferred income

Defened income consists of the following:

¡n 000€
De dmai¡tenance&liceitsE
Deferred þroject) fees
Defenod govemmgnt gmnts
Other
Total
ofwhich

For the year ended December 3 I

curren t
non-culrgnt

r 3,1 36
2,738

703
24

16,601
14,696

1,905

2016

16,799
4,t34

419
58

21A70
17,822
3,588

201 5*

+ The years 2015 and 2014 have been restated to reflect the reclassification of the loug-term deferred i¡come. We refer to Note 2 for more information

Tbe deferred maintenance and [icense consist ofmaintenance fees paid up-front which are deferred and amottized over the maintenance period..

The deferred þroject) fees consist ofone-time and advance payments received which are deiened over tbe contractual period.

The defened govemlncnt grants relate to grants receivcd from the govemrnent mainly in rclation to rcscarch projects. The grants are recognized as incomc
under "other operating income".
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17 Other current liab¡líties

Other current liabilities include the following

¡n 000€
Payroll-related liabilities
Non-income tax payables
Accmed charges
Advances leceived
Othcr cunent liabilities
Total

For thc ycar cndcd Dcccmbcr 3 I
201ó 2015 2014

7.873
694
946
581

53
10,147

7,r62
913
645
338
154

9,212

5,827
988
83'7

503
502

8,657
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l8 Fair value

Financial assels

Thecarryingvalueandfairvalueofthefinancial¿ssetsfor3l December20l6,20t5and20l4canbepresentedasfollows:

CarryinB value
in 000€

Financi¡l asset¡
Loans and receivables measured at amortized cost

Trade receiVables (curent)
Other {inancial assets (non-cunent)
Other cunent assets
Cash & cash equivalents

Tot¡l loans ¡nd-other receivables
Held to marudty investments

Total held-to-matur¡ty lnvestment

Falr value
201ó 2015 2014 2016 20ls 2014

27 A1e
388

2,312
55,912
86,091

18,370
328

3,540
5 r ,019
73,25.1
10,000
10,000

I 8,370
328

3,540
5 | ,019
13,257
10,005
10,005

22,843
356

I,751
50,'126
75,676

The fair valuc ofthe financial assets has been determined on the basis ofthe following methods and assumptions:

' The carrying value of th e cash and cash equivalen ts and the current receivab les approximate their fair value due to th eir short tem character

The fairvalue ofthe held to maturity investments is calculated as the present value ofthe interest income and nominal amount using the interest
rates applicable at reporting date (level 2 inputs);

Other current financial assets such as cunent other receivables are being evaluated on the basis oftheir credit risk and interest rate. Their fair
value is no t different from their carrying value on 3 I December 2016,2015 znd 2014

Financ ia I liah il ities :

The carry ing value and fair value of the financial liabilities for 3 I Decembe r 2016,20'l 5 and 2014 can be presen ted as follows:
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in 000€

Financial liabilities measured at amortized cost
Loans & Borrowings
Trade payables
Other liabilities

Total financial liabilities measured at amortized cost
Financial liabilities measured at fair value

Contingent conside¡ation
Written put option on NCI

Total financial liability measured at fair value
Total non-cuftent
Total current

Carrvinq yalue Fair value
2016 2015 2014 2016 2015 2014

3 3,806
13,400

794
48,000

21,089
9,712
1,345

32,146

t7,347
7,205
2,004

26,556

34,619
I 3,400

794
48,813

2t,449
9,7 t2
I,345

32,506

1'7 ,7 61

7,205
2,004

26,970

909
735

1,644
30,071
r q 57ì

t,3 l0
673

r,983
18,85 r

l5,278

638
638

t2,817
14,377

909
735

1,644
30,714
19,7 43

1,3 t0
673

1,983
t9,259
t5,230

638
638

13,284
t4,324

The faìrvalue ofthe financial liabilities has been determined on the basis ofthe following methods and assumptions:

. The carrying value ofcunent liabilities approxirnates theirfairvalue due to the short term characterofthese instruments;

Loans and bonowings arc cvaluated bascd on their intercst rates and maturity date. Most interest bearing debts have fixed intercst rates and their
fairvalue is subject to changes in interest rates and individual creditworthiness The interest-free loans have already been recognized initially at
fair value based on a present value technique (level 2 inputs) and are subsequently measured at amortized cost. Theil carrying valne
approximates their fair value.

The fairvalue ofthewrittenput option on non-controlling interesthasbeen detenninedbased on thepresent value ofthe redemption amount
(level 3 inputs).

The fai¡value ofthe contingenl consideration has been determined based on the latest long-term business plans ofthe Cenat business (level 3

inputs).

Fair value hierarchy

The Group uses the following hierarchy fordetemining and disclosing the fairvalue of fìnancial instruments by valuation technique:

. Level l: quoted (unadjusted) prìces in active markets for identical assets and liabilities;

. Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or
indirectly; and

. Level 3 : techniq ues which use i nputs that have a si gnifi cant effect on the recorded fai r value th at are not based on observab le mat*et data.

The Group has no financial instruments caried at fairvalue in the statement offinancial position on 3 I December 2016,2015 and20l4 except for a call
option and written put option on non-controlling inlerest and the contingent consideration for the acquisition ofCenat:

. The fairvalue of the written pul option is detemined based on the present value of the redemption amount and is considered level I The
redemption amount is a formula (see Note l2) and is estimated on historical financial figures. The impact on the income statement ¡s

K€50 during 2016 (2015: K€35 ; 2014: K€25 ).
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The läirvalue ofthe call option is estitnated aLzero 
^a 

the call option is deeply out ofthe money (see Note 12).

The fair value ofthe contingent consideration is estimated based on the current business plans ofCenat and is primarily dependent on achieving
certain targets based on future hardware revenue and productions cost level. The fairvalue ofthis contingent cònsiderationwas initially
estimated at K€ I ,3 l0 (3 I December 201 5). A fair value adjustment was recognized in 20 I 6 bringing tthJfair value of the contingent
consideration to K€909 per 3 I December 20 I 6 (see Note 4). A decrease (increase) of the firture hardware revenue by an uu"rug" oì l0%o assuming
siable produciion cost, wouid resuit in a <iecrease (increase) ofthe fâir vaiue by K€aO ff€3 9). Higher (lower) production costs by an average of
I 0% assuming stable hardware sales would ¡esult in a decrease (increase) ofthe fair value by K€7 (K€7).
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l9 Segment information

For management purposes, the Group is organized into segments based on their products, seryices and industry and has the following three reponable
segments:

. The Materialise Medical segment, which develops and delivers medical software solutions, medical devices and other related ptoducts and
serv lces;

. The Materialise Software segment, which develops and delivers additive rnanufacturing software solutions and rclatcd soviccs; and

. The Materialisc Manufacturing segment, which delivers 3D printcd products and rclated services.

The measurement principles used by the Group in preparing this segment reporting are also the basis for segment perfomance assessment and are in
conformity with IFRS The ChiefExecutive Ofücerofthe Group acts as the chiefoperating decision maker. As a performance ìndicator, the chìefoperating
decision rnakcr controls thc pcrformancc by thc Group's rcvcnuc and EBITDA. EBITDA is defined by the Group as net profìt plus finance expenses, less

financial income plus income taxes, plus depreciation, amortization and impairment.

The following table summarizes the segment repofting for each of the reportable periods ending 31 December Corporate research and development,
headquarters'function, financing and income taxes are rnanaged on a Group basis and are not allocated to operating segments. As rnanagement's controlling
instrument is mainly revenue-based, the reporting infomation does not include assets and liabili¡ies by segment and is as such not available per segment.

Matcrislisc
So[tware

Mstcrislisc
Medical

Adjust-
ments &
climi-

nât¡ons
Total

segments
Consoli-

drtedin 000€
For the year ended 31 December,20l6
Revenues
Segment EBfTDA
Segment EBITDA %
For the year ended 31 December,20l5
Revenues
Segment EBITDA
Segment EBITDA %
For the year ended 31 December,2014
Revenues
Segment EBITDA
Segmcnt EBITDA %

Mutcriulise
Ma nu fa ct-

uring

30,t22
I 0,1 30

33.6%

25,7 98
9,093

3s.2%

18,09s
6,5 86

36 4%

37,910
894

34,856
422
t.2%

30,034
2,917

9.7%

46,406
3,848

8.3%

41,381
1,645

40%

33,222
|,144

3 -4o/o

8t,351
10,64't

t3.t%

4
(s,7 s2)

8t,355
4,895

6.0%

il 4,43 8 39
t4,872 (6,391)

13.o%

102,03 5

l l,l 60
109%

| 14,4'77
8,48 I

7.4%

102,035
(8,239) 2,921

2.9%
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The segmcnt EBf l'LtA ts reconciled with the consolidatcd net profi t (loss) of the year as fol tows:

in 000€

SegmentEBITDA
Depreciation, amortization and impairmcnt
Corporate research and development
Corporate headquarter costs
Other operating income (expense)

Operating (loss) profit
Financial expenses
Financial income
Income taxes
Share in loss ofjoint venture

Net (oss) prolit

For the year ended 3l December,
2016

14,872
(8.374\
(t,673)
(8,646)
3,928

l07
(2437)
2,039

(l ,710)
(l,018)
(3,01e)

201s 2014

nJ6o @
(6,8 r0) (4.s6-5)
(2,e5s) (2187)
(e,700) (6,573)
4,416 3,308
(3,889) 330
(2,47 0) (1,15 0).
3,511 3,160
389 (387)
(40r) (81)

(2,860) 1,872

Entity-wide disclosures

We refer to the Note 20.1 for the revenue by geographical area, based on location ofthe customer. The total revenue realized in the country ofdor¡icile
(Bel gium) in 20 I 6 amoun ts to K€7,53 4 (20 I 5 : K€7,202; 20 | 4 : Ke6,7 4 6).

The total norì-cuftent assets, other than fitrancial instruments, defered tax assets and tax credits, by geographical area is as follows:

For the yeâr €nded 3l
Deccmbcr,

in 000€

Unitcd Statcs ofAnrcrica (USA)
Americas other than USA
Europe (without Belgium)
Belgium
Asia
Total

Tbe totals ofthe above table includes goodwill, intangible assets, property, plant & equipment and investments in joint ventures as disclosed in the
consolidated statements olfi nancial position.

PleasenotefhatforthcpcriodcndingDcccmbcr3l,20l4tl.te infonr:ationislotavailable.
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4,691
35

23,984
34,074

898
63,ó88

201 5

5,U3'2
13

22,436
30,315

943
58,739
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20.4 Sales and marketing expenses

Sales and marketing expenses include the following selected information

¡n 000€
Purchase olgoods and sewices
Amonization and depreciation
Payroll exponses
Other
Total

20.5 General and adm¡nistrative expenses

General and administrative expenses include the following selected infonnation:

in 000€

Purchase ofgoods and sewices
Amortization and depreci ati on
Payroll expenses
Other
.lútrl

For the year ended December 3l
2016 20t5 20r 4

(7,45îr)
(563)

(21,828)
(3 l2)

(36,1s3)

(6,319)
(436)

Q0,r73)
(ses)

Q7,543)

For the year endcd Dcccmbcr 3l
2016 2015 2014

(s,488) (3,174) (2,748)
(2,326) (r,482) (803)

(l 1,89s) (9,270) (7,872)
(332) (5le) (222)

(20,041) (ls,04s) (11,64s)

20.6 Net other operating income (expense)

The net other operating income (expense) can be detailed as follows:

For the year ended December 3 I
in 000€ 2016 2015 20t4
Govemment grants 4,181 4,188 3,632
Capitalized expenses (asset construction) 12 693 '149

Net foreign currency exchange gains / (losses) 452 36 I 5 1 8

Tax Credits 741 588
Other 826 672 753
Total 6,212 1,102 5,652

The Cornpany has received govemment grants tom the Belgian federal and regional goveml¡ents and from the European Community in the forms ofgrants
linked to ceftain ofits research and development programs and reduced payroll taxes.

Any govemment grants recognized as iucome do not have any unfulfilled conditìons or other contingencies attached to them.
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Total

20,9 Flnanclal lncome

Financiá1 income includes the following selected information:

2,039 3,511 3,160
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2ll.l0 lncome taxes

Currenl income tar

The following table shows the breakdown ofthe tax expense for 20 I 6, 20 1 5 and 20 I 4

in 000€
Estimated tax liability for the period
Tax adjustments to the previous pedod
Defened income taxes
Total tax income (loss) for the period

in 000€
Tax losses, nolì.o¡.al interes¡ dcdu_ction aud-othcr tax benefits
Amortization development assets and other intangible assets
Defenrd revenue
Deprcciation property, plant & equipment
Borrowing cost
Financial Ieasings
Inventory
Other non-cunent assets
Total deferred tax assets
Property, plant & equipment
Íìtangible assets
Tax losscs, notional interest deduction and other tax benefits
Total deferred tax liabillties
Total deferred tax income (loss)

2016 2015 2014 2016 20t5 2014

109 906 58

For the vear ended Decemher,3 I

2016 20 15

(373)

762
389

20t4
(l e7)(l,6e8)

(1 e0)
(387)

The cunent tax expense is equal to the amount ofincome tax o\¡/ed to the tax authorities for the year, under the applicable tax lau's and rates in effect in the
various countries.

Deferred tax

Deferred tax is presented in the statement offinancial position undernon-cuúent assets and non-cuffent liabilities, as applicable The following table shows
the breakdown of the defened tax assets, defened tax I iab ility and the defened tax expense for 201 6, 20 I 5 and 2014

(t2)
(1,710)

336
(4s2)
(873 )

1,092
(363)

(l,705)

227 186 170
4

232
(277)

(1,281)
229

(rJ2e) 744 (e8)
(r2) 762

(7s6) 860 (174')

(1,325) (2,068) (1 6)
(1 eo)

The Group has unused tax losses, tax credits and notional in[erest dcduction availablc in an amount ofK€9,45 t tbr20l6 (2U t5:K€t2,23 I ;2U14:K81tJ,293 )
of which K€ I,570 for 2016 (201 5:K€2,009 ;2014: K€3,634 ) relating to Materialise NV. A total of K€3 l5 in 2016 (2015:K€402; 2014:K€33 8 ) relates to
unused notional in terest deduction with an expiration date of 3 1 December 2 0l 8.
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With respect to the ne t opemting losses of Mate¡ialise NV, no deferted tax assets, have been recognized given that it in view of the Belgian Patent I¡come
Deduction there is a¡ uncertainty as to what extend these tax losses will be used in future years. fhe Belgian Patent Income Dsduction allows companies to
deduct 80% ofthe quali$ing gross patent income from the taxable basis. Currently the Company is preparing a detailed analysis ofits tax situation and tax
planníng. Once this aíalysis has been finalized, the Company will determine the basis on which to reassess tbe need for a valuation allowance on the defened
tax assets.

Vy'ith respect to the net tax losses ofthe other entities in the Group, no defe¡red taxes have been recognized in 20 I 6 except for l(gl 09 (20 I 5:K€906 ;
2014:K€58 ), given that it is unclear.whetherthere will be a positive taxable base in the nearfuture forthe other entiHes u/ith fiscal losses.

tax at 445

tax

theTax
\l I ìl:;;))

1I:Ð) ((,\:l ¡)liirL ilitrÌ,irr ¡rldliil'ìrlnilii rlrn)iltr$ii{[ù¡ì{ùrtr al(Ll rtUr) i rIt i[rI\\ rr),( 
'1.,) 
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2l Earnings per share

Basic eamings pershare amounts are calculated by divìding the net profit (loss) ofthe year attributable to ordinary equity holders ofthe parent company by
the weighted average number ofordinary sbares outstanding during the year.

Dilutcd eamings persltare amounts are calculated by dividing the nct profit (toss) attributable to ordinary equity holderofthc parent company by the
weiuhLed averaue numher oforr{inaru shares nrrlsl¡nrii¡o drrrino thc r¡eqr nl¡rc thp r¡¡pi-hr..l 'i,êE,rÃ h,,ñhÃr ^t ^-¡;---, "L---. ,L^, ..,^,,rr L^ :^-.,^r ^--..Þ __....Þ
conversion of all warants.

The net pro{it (loss) ofthe yearused forthe basic and diluted eamings pershare are reconciled as follows:

For the y€ar ended December 3 I
in 000€ 2016

(3,019)
201 5 2014

Net profit attrlbutable to ordlnA¡y equity holders of the parent for basic earnings Q,8071
Interest on convertiblE bonds
Net prolit attributable to ordin¡ry equity holders ofthe parent adjusted for the eflect of

dilutlon (3,019) (2,807) 2,06t

Th e convertib le bond and the warr¿nts are anti-dilutive as per 3 I December 20 I 6 and as such has not been considere d for adjusting the net profit. We refer to
Notes l3 and l4 forinfonnation on tbe numbcrofinstrumcnts that could potentially bc dilutivebutwhich were notconsideisd inihe calcuìation above.

The following reflects the share data used in the basic and diluted eamings per share computations:

¡n 000€

Welghted average number ofordinary shares for basic earnings per share
Effect ofdilution:

Share options
Conve¡tible loan

Welghted average number oforrlinary shares adjusted for effect ofdiludon

The eanrings per share are as follows:

Earnings per share attributable to ordinary owners ofthe parent
Basic
Diluted
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For the year ended D€cember 3 I

2016 20t5 20t4
4732s 47?U 43ilS

170

47325 47,224 43,288

For the r ended December 3l
2016

(0 06)
(0.06)

(0.06)
(0.06)

0,05
0.05
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22 Commitments and contingent liabilities

Op e ra I i ng I ea.s e co mm¡ I me n I s

The Group has operating lease commitments mairrly related to buiìdìngs and cars as follows

in 000€

Within I year
Between2and3years
Between4and5years
More than 5 years
Total

For the year ended December 3 I
2016 20t5 2014

4,621 2,538 2,091

Tbe total leasepayments recognized in the consolidated income statement areK2,45l in 2016 (2015: K€1,165;2014: K€1,188). PerJanuary 1,2017 the
Group has refinanced operating car lease commitmen ts in to financial lease commitments for an amount of K€ I ,699. These commitments are not included in
the above scbedule, nor in the below finance lease commitments overview.

Fin an ce lease co mmi tments

TheGrouphasfinanceleaseslorthebuildingandvariousotheritemsofplantandequipment Futureminimumleasepaymentsunderfinanceleasewiththe
present value of the net minimum lease payments are as follows:

3l Decemb€r 2016 3 I December 20 I 5 3l December 2{ll4

2,0t2
|,964

561

84

908
1,07 4

54t
l5

1,13 8

919

¡n 000€
Wìthin one year
Between two and thrce years
Between four and five yeats
More than five years
Total
Less finance charges
Present value ofminimum Iease payments

Minimum
lease

payments

2,400
3,640
1,206

587
7,833

(43 8)
7 1q5

Present
value of

payments

2,287
3,503
I,057

548
7,395

1,395

Minimum
lease

payments

I,769
4,345

26t

Present
value of

payments

1,682
3,968

254

5,904

5,904

Minimum
lease

payments

2,0'77

1,595
784

Present
value of

payments

2.048
1,468

703

4,219

4,219

6¡75
(47r)

5,904

4As6
(237)

4.219

Morlgages and pledges

The Group has several loans secured by a mortgage on the buildiug. The canying value of rel ated propeúy, plant & equipment is K€ 1 2,594 (201 5: K€.7 ,479;
2014 K€7 ,906).The total outstanding mortgages and pledges are K€32,362 in 20 I 6 (20 I 5: K€ I 2,028; 2Ol4: K€12,147).

Includedintheabove,theGroupalsohaspledgesonthebusinessgoodwill("fondsdecommerce")oflheCompanyforatotal amountofK€4,491 in2015
(201 5: K€3,49 1 ; 2014: K€3,491).

Other commitrrents

TheGrouphasoutstandingnon-cancellablecontractswithafuturecommitmentofK€1,290at 3lDecember20l6(2015:K€288;20t4:K€196).For
propeny, plan t & equipment, we have committed expenditures of K€ 10,204 as per 3 1 December 2016 (2015: K€505; 2014: nit). These commitmen ts relate to
the construction of the newbuildings in Belgium and Poland.
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C o nlin ge nt I i a b i I it ies

The Group is currently involved in a legal proceeding with Dentsply Implants NV regarding the alleged wrongful termination of a supply agreement between
the Company and Dentsply Implants ÀIV entered into in 2010. The couri of fint instance ruied, in fa.rTor of Den-tsply Implants NV, thai we have wrongfully
terminated the relationship. tlVe have appealed this decision before the court has pronounced itselfon the monetàry damages, The amount ofdamage's which
Dentsply Implants NV is claiming is €2.7 million. While we are confident about the chances that the first instance iccisioi will be ovem¡led, we bãlieve that,
in the event that the first instance decision would be confirmed, the amount ofmonetary damages that we would be exposed. to, wll! not havó a material
impact in our business, financial conditions or result ofoperations. rlVe are cunently noi a party to, and \ile are not a\¡r'are ofany threat o! any other legal
proceedings, which, in the opinion ofour management, is likely to have or could rãasonably possibly have a material adverse effect on ourÛusiness,-financial
condition or results of operations.
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23 Risks

The Group is mainly exposed to liquidity risk, interest rate risk and credit risk

Foreign exchange risk

The Group has primarily exposurc to the USD as foreign cuncncy. During 20 I 6, 20 I 5 and 20 1 4 the changes in the USD did not havc a significant impact on
the operating profit ofthe Group.

Duriug 20 1 6 the USD impact on the cash and tem accouuts held in USD funded through the initial public offering proceeds was positive for an amouut of
K€320.

Ifl th e USD (rate for I EUR) wou ld have appreciat edby 10Y", the net result 'ür'ould have been K€ I ,006 lower, exc ludin g th e effect of th e cash an d term
accounts held in USD Ifthe USD (rate for I EUR) would have depleciated by l0%, the net result would have been K€823 higher, excluding the effect ofthe
cash and tem accounts held in USD

Liquidity risk

The tiquidity risk is that the Group may not have sufücient cash to meet its payment obligations. This risk is countered by day-by-day liquidity management
at the co¡porate level. The Group has historically entered into financing and lease agreements with financial institutions to finance significant projects and
ceftain worki ng capital requirements. The Group still has undrawn lines ofcredi t totaling K€3,063 at 3 I December 20 I 6 (20 I 5: K€4,3 55; 2014: K€4,320).

These Iine ofctedit arrangements do not contaiu sigrrifìcant fiuancial covenants.

The rangc ofcontracted obligations and related carrying amounts arc as follows:

in 000€
At 31 December, 201ó
Loan & borrowings
Trade payables
Other cunent liabilities
Tota!

At3l December,2015
Loan & bonowings
Trade payables
Other curen t liabilities
Total

At3l December,2014
Loan & bonowings
Trade payables
Other current liabilities
Total

< 1 year

ó,050
13,400

794
20,244

< I year

2 to 3 years

10,787

4-5 yesrs

7,471

> 5 years

12,620

Total

36,928
t 3,400

794
51,r22

Total

23,097
9,712
I,345

34,154

Total

l9,172
7,205
2,004

28,381

10,7E7

2 to 3 years

10,989

1,47 |

4-5 yea rs

4,187

12,620

> 5 ye¡rs

3,2304,691
9,712
I,345

15,748

4,8 85

7,205
2,004

14,094

< I year

10,989

2 to 3 years

5,221

4,187

4-5 years

3,498

3,230

> 5 years

5,568

5,221 3,498 5,568
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Inlcïest rale risk

The Group has loans outstanding primarily with a fixed interest rate and is, therefore, not subject to immediate changes in interest rates.

Credit risk

CreditriskislhenskthatthirdpaÍiesmaynotmeettheircontractua! obligationsresultinginalcssfortheG-.oup TheGroupisexposedtocreditiskfiomiis
operatingactivitiesandfromitsfinancingactivities,whicharemainlydepositswithfinancialinstitutions TheGrouplimitsthisexposurebycontracting
withcredit-wofthybusinesspaftnersorwithfinancialinstitutionswhichmeethìghcreditratingrequit€ments Inaddition,theportfolioofreceivablesis
monitored on a continuous basis. Credit risk is limited to a specified amount with regard to individual receivables.

The following is an aging schedule oftrade receivables:

in 000€

3l December,2016
3l December,20l5
3l December,20l4

Total Non-düc 3l-60 days

t,885
1,348
I,t97

2,008
I,057
r,094

|,072
I,l t8

43 I

27,479
22,843
I 8,3 70

< 30 days

6,434
3,402
3,144

t5,590
I 5,1 04
t 1,946

490
8t4
558

Capilal management

The primary objective ofthe Group's shareholders' capital management strategy is to ensure it maintains healthy capital ratios to support its business and
maximize shareholdervalue. Capital is defined as the Group shareholder's equrty.

The Group cunsistently reviews its capital structure and makes adjustments in tigbt ofchanging economic conditions. The Group made no changes to its
capi tal rnanagement obj ectives, po I ici es or p rocesses durìng the years ended 3 I December 20 1 6, 201 5 and,2014
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24 Related party transactions

The compensation ofkey management personnel ofthe Group is as follows:

in 000€

Short+erm employee bene{its
Post-employment benefits
Temination benefits
Total
Warrants granted
'WaÍants outstanding

in 000€
Non-executive director's of the Group

2016
2015
2014

Shareholders of the Group
20r6
2015
2014

Joint ventures
2016
20t5
20t4

The amounts disclosed in the table are the amounts recognized as an expense during the repoding period related to key management personnel

The following table provides the total amount oftransactions that have been entered into with related parties for the relevant financial year:

Sale of

For the year ended December 3 I

20t6 2015 2014

2,693 2,638 2,636
I 16 109 93

22 1t8
2,809 2,769 2,847

r 99,500 1 8.1 80 307,1 60
790,752 593,448 673,756

Interest
expense Receivables Li¿bilitiesgoods to

Purchases
fro m

25

72

99
52

50
12
lt

t17
2t4
264

t6
l8
20

378
447

1,514

601

r89
200

972
932
920

527
547
595

Related part1, - Ailunlhus NV

Ai lanthus NV, shareholder and director ofthe Group, has provided several loans and financial leases to the Group for the purchase ofmachi nery and a portion
of the oflice and production buildings We refer to Note l4 fordetails.

The Group rent apaftments on a regular basis from Ailanthus NV in order to hosl our employees fiom foreign subsidiaries who are visiting our headquarters in
Leuven.ThetotalamountpaidtoAilanthusNVflorrcntin20l6wasK€l4l (2015:K€167;2014:K€168)

Related parly - Convertible debt

TheGrouphasissuedon28October20l3 l,000convertiblebondsforatotal amounlofK€1,000 Thebondshavebeenftlllysubscribedbyamembelofour
seniormanagement We referto Note l4 formore details.

Founder shares

At the inception of the Company, the other shareholders granted a total of300,000 founder shares ("oprichtersaandelen") to the fou nder and CEO of the
Group, Mr. Wìlfried Vancraen, in his capacity as shareholder. In accordance with Belgian Company Law, these loundershares do not reprrsent shareholders'
capital but grant the holder voting and dividend rights. No o[her tems and conditions were attached to these founder shares and no dividends has been paid
by the Group !o the shareholders since inception.

The Geueral Meeting ofShareholdels hetd at 28 November 20 I 3 converted the 300,000 founder shares to ordinary A shares. Converting the founder shares
into ordinary A Shares did not confcr any substantial advantage to thcir holdcr but resultcd in a dilution lor thc cxisting sharcholdcrs by 3,07%. Thosc A
shares will benefit fiom all rights attached to the ordinary shares.
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25 Events subsequeut lu thc slutenlcnt offlnanclal posltlon date

There are no significant events subsequent to the statement offinancial position date that would require adjustments or disclosures to the financial
statements
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26 Overview of consolidated entities

Name

Materialise NV
Mate¡ialise France SAS
Matedalise GmbH
Materìalise Japan K.K.
Materialise Czech Republic SRO
Materialise USA, LLC
Materialise UK Limited
OBL SAS

Materìalise Austria GmbH
Mobelife NV (liquidated)
Materialise NY LLC (liquidated)
Marcam (merged with Materialisc GmbFl)
Materialise Malaysia SDN Bhd.
Materialise Ukraine LLC
RapidFir l.IV
RapidFit, LLC
Meridian Techn ique Limited
OrthoView, LLC
OrthoView Holdings Limited
Meridian (Corporate Trustee) Limited
OrthoView Limited
Materialise SA
Materialise Colornbia SAS
RSPRINT powered by Materialise NV foin! venture)
Materialise Shanghai Co.Ltd
Cenat bvba (merged with Materialise NV)
Mat Mctal bvba (liquidatcd)
Elbimmo NV (merged with Materialise NV¡
Rapidfit Hotding LLC (liquidated)
Materialise Australia PTY Ltd
Materialise S.R.L.

Country of
incorporation

7u equitY
interesl

Belgium
France
Germany
Japan

Czech Republìc
United States
United Kingdom
France
Austria
Belgium
United States
Germany
Malaysia
ljkraine
Belgium
United States

United Kingdom
United States

United Kingdom
United Kingdom
United Kingdom
Poland
Colombia
Belgium
China
Belgium
Bclgium
Belgium
United States
Australia
Italy

2016

100%
100%
t00%
100%
100%
99%

100%
100%
l00o/o

2015

100%
100%
100%
100%
100%
99%

100%
t00%
100%
toov,

2014

100%
100%
100%
100%
100%
99%

100%
100%
t00%

77.7V,

100%
100%
100%

83.3%
833%
100%
100%
100%
100%
100%
100vD

1000/0

50.0o/o

100%

2013

100%
t00%
100%
100%
100%
99%

to0%
100%
100%

80.6Vo

100%
l00o/o
100%
looyn

83.3%
833%

l0\vo
100%

83.3%
83.3%
r00%
100%
r00%
100%
ro0%
100%
t00%

50.0%
looyo

100%
t00%

t00%
to0%
lOOo/o

833%
83.3%
to0%
100%
r00%
100%
100%
looyo
100%

50.0%
100%
t00%
100%
t00%
loo%
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