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Dear Melexis Shareholder,

We are proud to present our annual report for 2016. In a
year characterized by consolidations in the sector, Melexis
succeeded in growing on an autonomous basis twice as fast
as the automotive semiconductor market. This is based on
the most recent market data from Strategy Analytics (Jan
2017).

All regions contributed to that result. We exceeded the
forecast made at the beginning of the year with growth of
14% year-on-year, a gross margin close to 46% and an op-
erating margin of 25%.

Driven by strong demand from various sectors, we saw
good growth in the last year across all product families. The
most important growth drivers continue to be our magnet-
ic sensors, pressure sensors and fan drivers. Our portfolio
of magnetic sensors has become very extensive. They are
used to measure position, speed, current and commuta-
tion. Pressure sensors are used in, for example, vacuum
brake boosters or in the powertrain to save energy and re-
duce emissions. Fan drivers are used in car seats, gaming
and office equipment and drones.

Melexis' strong results are reflected in the evolution of our
share price that ended the year at EUR 63.65, representing
an increase of 27% over the entire year. The Board is pro-
posing to the General Meeting of Shareholders the
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payment of a gross dividend amounting to EUR 2.00 on the
results of the 2016; an increase of 5% with respect to the
previous year.

An average of eight chips in each car

Our primary market is and remains the automotive sector,
and each new car produced today, wherever in the world,
contains an average of 8 Melexis chips.

Avast number of developments in the automotive industry
would, moreover, not be possible without our technologies.
Our sensors and actuators are nowadays vital components
in every automobile design. They are essential in enabling
car manufacturers to bring models on the market that are
safer, more energy-efficient and more user-friendly.

The trend towards on the one hand more autonomous and
on the other hand more hybrid and electric vehicles will
only strengthen the demand for sensors. Sensors will play a
crucial role in the transition to the fleet of tomorrow, since
high-tech vehicles must be able to process a wide range of
parametric data, such as speed, pressure, temperature, po-
sitioning and proximity detection.

This so-called ‘intelligent observability and controllability’
is a challenge that Melexis has taken on with professional
know-how and enthusiasm.



In addition an evolution to more comfort creates further
demand. Thus we are also seeing strong growth in our
ambient lighting applications, which adapt the lighting in
the car to the environment and personal preference of the
driver.

We also remain alert to opportunities in
other markets

Our strengths in the Automotive sector don't prevent us
from looking further. Cross-pollination with adjacent mar-
kets offers us opportunities that allow us to continue to
grow and innovate.

We are for example witnessing growth in the market for
‘smartly integrated actuators’ Melexis has already proven
itself in the domain of small motors with fans in game con-
soles or drones, and we expect demand to rise in the future.
To summarise, we are therefore continuing to play a lead-
ingrole inthe development of new products and categories
and have a finger on the pulse of the rapidly evolving needs
of the industry. The theme that runs through all our inno-
vations remains the close cooperation with our customers
and stakeholders.

A future-oriented brand

Last year we were also given recognition by the outside
world.

Forbes magazine reviewed more than 1,100 stock-ex-
change quoted non-financial companies and placed Mel-
exis in the top 50 of most reliable companies in Western
Europe. According to the American business magazine, we
warrant that ranking for our transparent accounting prin-
ciples and solid company policy. We received the ‘Vlerick
Award 2016’ as a company with both a rich legacy and a
vision for the future.

With aneye onthatfuture, we gave our brand acomprehen-
sive upgrade in 2016. Company-wide consultations within
all departments of the company resulted in a revamped
identity. It reflects what we stand for today, strongly differ-
entiates us within our sector and expresses our ambitions
for the future.

The mission at Melexis is to provide
innovative micro-electronics

for our customers’ challenges

with a passion for achieving mutual success.

Great people

We are pleased that this exercise resonated with our stake-
holders, but we are especially happy about the enthusiastic
responses from our employees.

At Melexis, commitment is not just an empty word. That is
also clear from the results of a thorough internal consulta-
tion, which revealed that Melexis has made progress in all
the categories compared with the previous survey. Involve-
ment with the company especially shows a rising line. We
can rightfully be proud of this splendid result, and we are
grateful to our team for their trust. Because we never for-
get that in the first place, our success is thanks to our team.
Last year we sought and found the people we needed. We
equally established a new R&D center in Dresden.

Outlook 2017

We are looking forward with confidence at 2017: taking
account of a EUR/USD exchange rate of 1.07, Melexis ex-
pects turnover growth for the entire year of 2017 to be
between 11% and 15%, a gross margin around 45% and an
operating margin around 25%.

We expect that our growth in turnover will be supported
by many new and existing products in various product lines
such as magnetic sensors, sensor interfaces, optical sen-
sors, pressure sensors, fan drivers, BLDC and LIN. In or-
der to support this growth, Melexis will continue to devote
resources to research & development, sales & marketing,
and automation. The planned investments in buildings, in-
frastructure and equipment for 2017 will amount to a total
of approximately EUR 40 million.

As in everything we undertake, sustainability will be a cor-
nerstone in 2017 in all our activities. Melexis remains an
engineering company that is helping to build, in an optimis-
tic and inspired manner, the best imaginable future.

Yours sincerely,
Francoise Chombar
On behalf of the entire Melexis team
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In 1,000 Euro

Revenue 247,041 275,352 332,408 400,136 456,285
Gross profit 115,476 127,529 161,306 192,121 208,548
EBIT 55,856 63,713 89,175 107,604 114,369
EBITDA 71,066 79,222 108,951 130,414 140,240
Net income 51,529 55214 84,994 99,071 96,257

Shareholders' equity 129,277 157,639 201,361 242,511 262,465
Net indebtedness 11,732 (9,225) (41,446) (58,703) (60,808)
Working capital 61,023 64,630 71,985 78,631 76,916

Net cash from operating activities 55456 70,825 94,994 114,998 107,951
Depreciation + amortization 15,210 15,509 19,775 22,809 25,872
Capital expenditure 20,749 22,532 23,694 40,281 28,774

40% 35% 42% 41% 37%
Liquidity 1.8 3.4 4.2 3.7 2.8
Solvency 66% 73% 78% 79% 73%
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RESPONSIBLE ENTREPRENEURSHIP

At Melexis, we are all about inspired engineering. Our
passion for technology has propelled us to the top of our
industry. Today, we are one of five world leaders in semi-
conductor sensors for the automotive sector. We are also
trailblazers in the development, design, and application of
integrated semiconductors for motors, car networking, and
wired and wireless communication.

The automotive industry and far beyond
Automotive is our largest market, and today we are in the
vanguard of technological advancement in the sector. We
make cars, trucks and off-road equipment safer, more
comfortable and more energy-efficient.

But our ambition is not limited to the automotive industry.
Melexis is also active in smart appliances, home automa-

Melexis

tion, and the industrial and medical sectors. We never de-
velop technology for technology’s sake. Rather, we create
products that make a difference in someone’s life, whether
it is a body temperature sensor or an in-vehicle network
solution.




World leader

We play a leading role in developing new products and

categories and we keep a close eye on the rapidly-evolv-
ing needs of industry. For example, we are pioneers in 3D
magnetic hall effect sensors, and we constantly improve
production capabilities for sensor assemblies and modules.

Customer-driven innovation

Technological innovation cannot happen in isolation - we
manage to stay leading edge through constant interac-
tions with our customers. We talk to our customers to un-
derstand their needs and demands, and transform these
into products. This radical customer focus is the key to our
success. Our stakeholders directly inspire all our products.

Tomorrow’s developments...

We see increasing concern for safety and sustainability in
the world, two areas in which we have been active for
many years. We are continuously working towards new,
more sustainable and reliable vehicles through the devel-
opment of magnetic sensors and sensor interfaces, from
wireless to actuators.

There is great excitement in the automotive sector about
the potential for self-driving cars, and these developments
will play a major role in the future of Melexis.

MELEXIS BACKING FOR STEM
In 2016, Melexis announced its backing for the full
STEM (Science, Technology, Engineering, Math-

ematics) academy network in Flanders, providing

both financial support and volunteers. The STEM
academies encourage children and young adults
aged five to eighteen to take part in science and
technology projects outside school hours and during
school holidays. Melexis dedicated a team to plan-
ning and organizing a number of initiatives. We give
our staff the opportunity to act as “technology men-
tors” - and of course, Santa brought STEM gifts to
the children of Melexis employees this year. Melexis
is committed to celebrate STEM education wherev-
er and whenever possible.

In the picture on the left, Stephane Berghmans, Managing Director of Technopolis®
and our CEO Francoise Chombar sign the agreement.

Melexis



FOR MORE INFORMATION: Www.melexis.com

...and future growth

Since founding the company in Belgium in 1988, we have This shared corporate vision is what enables our growth.
grown into a business with more than 1,100 employees in Our people represent a vital link in the chain that connects
14 countries, all of whom are passionate about shaping the outstanding people, outstanding teams and fantastic re-
future. sults.
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Pragmatic... No nonsense... We apply effective produc-
tion and management techniques to quash inefficiencies.
The Melexis environmental policy is the guiding principle
throughout our organization. It provides a framework for
our day to day operations and guides every decision and
every action. Our quality mission statement sets out our
aim:

“Smart solutions that enable
innovation and strengthen the
confidence of our customers.”

The Melexis environmental policy strives to keep our en-
vironmental footprint as small as possible. We take our
responsibility to both people and our planet very seriously.

Our environmental policy is based on four principles:

Sustainable development: The development of products
and processes that have a minimal impact on the environ-
ment, now and in the future.

Prevention is better than cure: \We design products that
are ‘safe at launch’ and ‘right first time, maximizing the val-
ue of the effort and materials used.

The total environmental impact counts: Production (in-
cluding energy consumption), use and end-of-life disposal
have as little effect as possible on the environment.

Open contacts with all the stakeholders: Everything we
do contributes to our corporate social responsibility, with
team members playing an active part. This positive attitude
helps to determine the financial and technological success
of the company. We are proud of our daily efforts to pro-
duce less waste, improve efficiency and contribute to build-
ing a sustainable future.

Melexis
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We are on our customer’s side ‘4 -
We are rooting for our customers’ success. We do not stop at engineering \

innovations for our customers, we feel part of their team and are with them 5 ¥ ! f
all the way. The time we spend on-site at our customers offers us unbeatable * = ‘
industry insights. Experiencing our customer’s challenges and understanding

their perspective allows us to peer over the horizon of our industry to build

future-proof innovations.

NEW R&D CENTRE IN DRESDEN
In 2016, Melexis announced that it opened a new R&D center in
Dresden, Germany. The new center initially employs 25 to 30 en-

gineers and mainly focuses on the automotive sector. Dresdenis a

logical choice: the city can offer an abundance of engineering talent
and enjoys an outstanding academic reputation. The new center is
the tenth of its kind, following centers in Tessenderlo, Ypres, Sofia,
Paris, Erfurt, Manila, Bevaix, Kyiv and Nashua.

We always have a plan
We became leaders in the industry because we are not daunted by challenges. We love

. coming up with new ways to create value, whether it is by removing obstacles or by
exploring new and exciting opportunities. We are proud to build the future alongside

talented colleagues and customers. And even though we work in the most demanding

i industries and settings, we are low maintenance ourselves: You can count on us to be

collaborative, patient and self-driven.

FORBES LISTS MELEXIS IN TOP 50 MOST TRUSTWORTHY COMPANIES
INWESTERN EUROPE

Forbes screened more than 1,100 listed non-financial companies and gave Melexis a
place in the top 50, recognizing our consistently transparent accounting system and
solid corporate policy.

“Melexis has adopted clear core values that have enabled us to grow commercially
while maintaining a maximum of integrity. It's a great honor to have the professional-
ism of our corporate policy recognized by an organization respected across the world
like Forbes. This recognition reflects our whole enterprise: from the vision of our
management to the efforts of every individual employee. It is a tribute to the positive,
strongly motivated corporate culture that we have developed over the past 27 years”

Forbes | 2016
WESTERN EUROPE'S

MOS5T
COMPANIES




We care

For us, technology is about solving fundamental societal challenges. We think
it takes all kinds of people to solve these challenges, so we actively strive to
build a diverse team. We take nothing for granted, be it our people, our part-
ners and customers, our planet or our resources. We attract and cultivate tal-
ent in an environment that values learning, growth, collaboration and contin-

Following the recognition by Rand-
stad Belgium for our work in Lim-
burg, we were again among the
winners this year, this time for our
work in West Flanders. Melexis
was named one of the top three
most attractive employers in West
Flanders and won a Globe for the

uous improvement.

MELEXIS SCOOPS RANDSTAD REGIONAL AWARD
AND ACHIEVES SCORE FOR QUALITY TRAINING

best score for high-quality training.
“We are very happy to be recog-
nized among the most attractive
employers by Randstad Belgium.
We follow one important rule: we
try to put the right people in the
right place. It is an approach that
leads to intrinsic motivation and

work satisfaction. Our track record
of many years of growth, along
with a high rate of staff retention,
is evidence that our sustainable
and innovative business culture
works. The balance between peo-
ple and profit is crucial for us”.

RUNMER

We understand the value of money

We take pride in our track record as an industry leader in terms of innovation, oper-
ational excellence, growth and results. We remain committed to lean ways of work-
ing that have brought us where we are today. This way, we create enduring value
for customers, shareholders and other stakeholders. Our close relationship with

customers allows us to focus on engineering solutions that offer maximum added
value, day after day.

We enjoy the journey towards success

We are privileged to work with people who bring enthusiasm and eagerness to the
job, who are always willing to innovate, and who show confidence in their own and
their teams’ resourcefulness. We celebrate our victories, but we think it is even
more important to enjoy the journey itself - we get a real sense of achievement
from working towards audacious goals with a team we can rely on.

Melexis




4.1 SIMPLY THE BEST INNOVATION MADE SAFE AT LAUNCH, ON TIME

Customer focus and a consistent strategic vision have been
the basis of Melexis’ growth for many years. Creating in-
novative products and bringing them into production in a
timely and reliable way is essential to our success and that
of our customers. A combination of team spirit, a shared set

of core values and no-nonsense culture allows our staff to
offer high-quality, leading technological solutions to cus-
tomers. We will continue to build on our knowledge and ex-
perience, expanding our scope to include new applications,
new sectors and new markets.

4.2 CONTINUING OPPORTUNITIES FOR GROWTH

IN THE AUTOMOTIVE SECTOR

The market in semiconductors for cars has sound founda-
tions. Despite modest growth in car sales, the amount of
electronics built into vehicles is steadily increasing year on
year. These electronics enable car manufacturers to differ-
entiate themselves in areas such as safety, environmental
impact, performance and comfort. Developing advanced
integrated applications and solutions for this sector will
certainly remain our core business. We have also observed
interesting growth in new markets and sectors, including

4.3 FOCUS ON ASSPS AND ASICS

Melexis develops both ASICs (application-specific ICs) and
ASSPs (application-specific standard products). The lat-
ter are Melexis solutions that lie within every customer’s
reach. ASICs and ASSPs are broad and generally accepted
building blocks for all kinds of applications.

Our ASIC customers have good reason to trust Melexis for
their mixed-signal ICs and sensor parts. Melexis makes a
point of offering more than just a finished and tested com-
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consumer electronics, wireless and industrial applications
and personal healthcare. Melexis is uniquely placed to reap
the benefits, thanks to the expertise we have built up in the
automotive industry in fields such the development and
testing of high-quality, integrated analog-digital applica-
tions for use in cars and trucks. We can see further scope
for considerable growth and expansion of our business ac-
tivities through a targeted selection of opportunities in the
wider market.

ponent based on the customer’s block diagram: the respon-
sible teams actively think of ways to design, develop and
deliver customized ASIC solutions. Innovative, progressive
solutions at the schematic level and throughout the lifecy-
cle of the program make all the difference.



We focus on a product’s complete lifecycle. That is why we
maintain close relationships with our customers and our
suppliers. We aim for strong continuity in these collabora-
tive activities, especially in the field of development, engi-
neering and technical support. This allows us to go beyond

Melexis has a well-matched team of experienced engineers.
Their expertise in product definition, design and testing of
integrated analogue-digital sensor and actuator solutions

Recognized standards are of crucial importance in the au-
tomotive industry, one of the most challenging sectors in
the world, and are therefore also essential to suppliers like
Melexis. Vehicle manufacturers must be able to trust sup-
pliers to have their processes under control, understand
their customers’ needs and continue to innovate. The I1SO/
TS 16949 quality management system certificate demon-
strates that we meet all these criteria.

ISO 14001 certification sets the parameters for an envi-
ronmental management system. It provides a framework
for establishing effective energy-efficient processes and to
limit waste, reducing environmental risks and supporting
the development of energy-efficient solutions.

In 2016, Melexis passed all its certification audits for 1ISO/
TS 16949 and ISO 11654 standards. All our certificates
are therefore still current. Auditors from DQS (our certifi-
cation body) were impressed by our consistent efforts for
improvement to all our processes and at all our sites. They
gave us some additional recommendations for improving
the system even further so that we continue to meet the
management system standards. Next year, we shall contin-
ue to work on these recommendations with the aim being

developing a good product. It offers us crucial insight and
the big-picture perspective needed to develop applications
that anticipate future plans and needs, new trends and
emerging markets.

and sensor chips has given Melexis a leading position. To
maintain and strengthen this position, Melexis is making
substantial investments in R&D and in people.

further success in future audits.

The International Automotive Task Force (IATF) recently
published IATF 16949:2016, which will replace ISO/TS
16949. The transitional period runs until 2018, by which
time we expect to have obtained IATF 16949:2016 certi-
fication.

CERTIFICATE &%
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PRODUCT PORTFOLIO

Smart electronic systems will continue to have a big impact
on the automotive sector. In modern cars, many simple
tasks have been taken out of the driver’s hands. This im-
proves the driving experience, increases comfort, is more
energy-efficient and, above all, is safer. This development is
only possible because of technologies that interact directly
with the immediate environment. It is no longer necessary
for the driver to make optimal decisions, such as running
the engine to maximize fuel economy or activating the bra-
king mechanism when travelling on slippery road surfaces.
The latest generation of cars is equipped with new systems
that help avoid lane departure, maintain a safe distance
from the vehicle ahead and brake automatically in an emer-
gency. On average, every new car produced worldwide
contains no fewer than eight Melexis products.

These developments are no longer limited to the auto-
motive sector. Everyday objects are also becoming more
energy-efficient and safer through more intelligent functi-
onalities and better communication. Thanks to Melexis’ ad-
vanced semiconductor products, automotive systems and
many other items of electronic equipment are becoming

Driven by the development of autonomous cars and cars
with autonomous functionalities, awareness of their sur-
roundings is becoming increasingly important. Cars with
automated functionalities use sensors and actuators for
tasks such as automated parking, highway autopilot, and
the navigation through heavy traffic. Whether it is pres-
sure, temperature, a change in position or a hand gesture,
customers can detect all these things using Melexis’ inno-
vations in silicon-based sensor ICs.

Melexis

‘aware’ of their environment. This allows our engineering
teams to help customers around the world to create sys-
tems that are safer, cleaner and more intuitive to use, or
even fully autonomous.

For systems to be able to detect/sense their environment
in real time what is required is not just secure data com-
munication with the right transfer speeds, but also precise
control and remote actuation. The automotive industry has
been addressing these aspects successfully for decades.
Meanwhile, detecting, processing, actuating and commu-
nicating have become familiar concepts in every industry.
These same principles apply to cars, refrigerators and mo-
bile devices.

Melexis products stand out from those of rival manufactu-
rers because of their intrinsic capacity to integrate detec-
tion, processing, activating and communicating into a sin-
gle system. Smart integration is increasingly critical in the
delivery of optimal solutions to simplify complex electronic
designs.

Melexis is recognized as a world leader in magnetic sen-
sing. For over a decade, the company has pushed the mar-
ket forward with devices based on its patented Triaxis®
Hall effect sensor technology, which continues to set new
benchmarks for contactless magnetic position sensing.
Typical uses for these sensor devices are for determining
movement, position and speed, as well as current sensing.
As these magnetic sensors perform contactless measure-
ments, they are immune to wear and tear, dust, dirt, humidi-



ty and vibration. Furthermore, Triaxis® technology allows
magnetic sensors to be deployed across multiple markets
in both automotive and everyday applications. By taking
mechanical tolerances out of the equation and simplifying
the magnetic aspects of the design, Melexis’ Triaxis® pro-
ducts are more cost effective to design into robust applica-
tions and are also considerably easier to manufacture.

Melexis’ Hall effect ICs are used to detect pedal, throt-
tle and steering wheel position, steering torque and gear
selection and engine camshaft and crankshaft rotation.
Triaxis® sensors are also used to monitor movement in
engines and actuators and to measure current in electri-
cal systems. Other high-volume applications for these Hall
effect ICs include mobile devices, games consoles, compu-
ters and automation.

The Melexis range of magnetic sensors offers solutions for
robust and reliable contactless switches, replacing traditi-
onal mechanical switches (which are large, expensive and
unreliable) for applications such as seat-belt buckles and
brake and clutch pedals. Thanks to the improved proper-
ties of programmable switch and latch ICs, our customers
benefit from increased flexibility in both design and manu-
facture.

Sensors make many of the drive, comfort, and safety ap-
plications in modern vehicles possible. Air-conditioning,
particulate traps, exhaust after-treatment systems and
electronic stability control systems are just a few examples
of applications that simply could not exist without the ex-
tensive use of sensor technology.

Melexis has developed advanced pressure sensors, based
on Micro-Electro-Mechanical System technology (MEMS)
whereby the pressure causes a temporary and reversible

distortion in a mechanical structure etched into the IC.
Pressure is one of the most important parameters in al-
most every market segment. Pressure is measured using

stand-alone sensors, for which Melexis also supplies the
associated signal-processing interface ICs, or via full-inte-
grated pressure sensors.

In 2015, Melexis took a significant step forward in magnetic
sensor technology with the introduction of the MLX92292.
This product was a real game changer, offering switch and
lock functionalities, but in contrast to competitors’ pro-
ducts, it can determine the presence of magnetic fields la-
terally and orthogonally. The MLX92292 is also unique in
being the only latch/switch system on the market that also
supports ASIL B safety integrity level in combination with
the lowest power consumption.

Melexis Annual Report 2016



Integrated pressure sensors contain the measurement ele-

ment and the conditioning electronics in one chip. This gi-
ves Melexis a greater scope of applications and enables us
to help our customers address a wide range of challenging
technical issues.

MEMS technology is also used in products such as Melexis’
own far infrared thermal sensor array. In the automotive
sector, array sensors are suitable for multi-zone air condi-
tioning, passenger classification (for more effective airbag
use), and driver monitoring (to prevent drivers from beco-
ming distracted). In consumer electronics, this sensor is
used in microwave ovens to measure the temperature of
heated food. In Internet of Things systems, they are suita-
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ble for numerous tasks in the field of temperature measu-
rement and detection. Alongside its FIR array sensors, Me-
lexis also supplies single-channel infra-red thermometers.
Increased opportunities in the medical and consumer mar-
kets have created demand as well. Melexis FIR array sen-
sors are also used in low-resolution visual thermometers
for use in building automation, industry and the security
and DIY sectors. They are also used in add-on modules for
smartphones.



In November 2016, during the Electronica conference
in Germany, Melexis announced two advanced sensing
technologies for simplified integration of temperature
measurement into applications that enhance safety, ef-
ficiency and comfort.

With a combination of high resolution and reliability
in harsh environments, the MLX90640 infrared (IR)
sensor array offers an economical alternative to more
expensive high-end thermal cameras. With a resolution
of 32x24 pixels, the device is suited to safety and com-
fort applications including fire prevention systems, in-
telligent buildings and lighting, IP/surveillance cameras,
HVAC systems and vehicle seat occupancy detection.

THERMOCOUPLETIP

SENSOR INTERFACE
MLX20342
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Awareness is not only about devices that can interact with
the world around them. Portable devices, living spaces, and
cars in particular must be unobtrusively aware of the user
or occupant. For a full and enjoyable user experience, a
more intuitive and natural interaction with the various sys-
tems is needed.

Melexis technologies, such as proximity sensors and Time-
of-Flight (ToF) 3D-cameras are exactly what early users of
Natural User Interfaces are looking to integrate. Melexis is
ideally positioned to address this new trend and can meet
exacting demands for high levels of robustness.

Melexis Annual Report 2016

Proximity sensors can be especially effective for detecting
the presence or position of an external object in one or
several zones, while 3D ToF detection enables a fully con-
tactless human-machine interface. Because Melexis’ ToF
sensors are exceptionally proficient at filtering backlight
and sunlight, they can also be used in difficult environ-
ments - such as cars or factories - to recognize 3D objects.

Given the continuing development of autonomous and
semi-autonomous vehicles, control dependent on the
driver’s involvement throughout the journey is a major
concern. ToF technology is crucially important to this ap-
plication.

InJune 2016, Melexis announced its MLX75305
series of advanced light sensor ICs in response
to the emergence of laser-powered automotive
front lighting systems. It provides engineers
with a simple, one-chip solution for accurately
monitoring headlamp output, requiring minimal
external components and taking up very little
space. Headlamps based on laser diodes will be
used in a growing number of luxury vehicles in
the near future. This technology substantially
increases light intensity, which improves vision
over longer distances while reducing power con-
sumption. Laser-powered headlamps enable car
manufacturers to improve safety for road users

without adversely affecting fuel consumption.

The greater light intensity also means that head-
lamps can be smaller, which improves the car
both aesthetically and aerodynamically.



Other products that improve the safety and comfort of
cars can be found in our extensive range of wireless devi-
ces. Recently, products have been used in Tire Pressure
Monitoring Systems (TPMS), Remote or Passive Keyless
Entry (RKE/PKE), and in infotainment systems using Near
Field Communication (NFC).

Melexis is a leading innovator in TPMS products as demon-
strated by its third-generation IC, the MLX91804. The part
is 60% smaller than existing solutions and integrates pres-
sure, temperature, 2-axis acceleration and voltage sensing
capabilities. A combination that means that the MLX91804
can substantially cut the size of the PCB. Moreover, the ul-
tra-low energy consumption of the IC means that the bat-
tery can be minimized, resulting in a lighter, more compact
sensor module.

With an increasing number of countries around the globe
mandating TPMS systems, the market has expanded dra-
matically in recent years. The next anticipated growth regi-
onis China-legislationis imminent. Because Melexis offers

the newest and most integrated, energy-efficient solution,

it can certainly profit from this growth in demand. In addi-
tion to TPMS, wireless connectivity is a key technology in
various areas of the automotive and industrial markets. In
home and building automation, Melexis ICs are used wor-
Idwide in remote controls for garage doors, access control,
intruder alarms and increasingly in the Internet of Things,
for example smart meters (Automatic Meter Reading,
AMR) or other smart devices.

Starting in the mid-1990s, previously stand-alone electro-
nic modules in a vehicle were increasingly connected over
the vehicle data bus. Nowadays, these modules communi-
cate with each other. The flow of data between them con-
stitutes the ‘consciousness’ of the vehicle. Almost all modu-
les, from the engine controller and ambient lighting to the
rear-view mirror, are now interconnected.

Most car manufacturers now base their vehicle architectu-

re on a network of at least two tiers. LIN (Local Intercon-
nect Network) is already widely used for low-speed bus
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applications, while in the future, CAN FD (Controller Area
Network Flexible Data rate) will be the high-speed backbo-
ne of networks in the vehicle.

With its extensive portfolio of bus transceivers and inte-
grated LIN node devices, Melexis products will provide the
basis for these new electronic architectures. Melexis has
gained a solid reputation as a one-stop shop for LIN. Eve-

rything is possible, from simple transceivers and basic ICs
through to fully-integrated LIN system-on-chip (SoC) solu-
tions with built-in microcontrollers.

The Melexis LIN portfolio provides the building blocks for
shrinking many applications, with the addition of just a few
external components.

5.4 NO INTERACTION WITHOUT DRIVERS AND ACTUATORS

A vehicle’s ability to gather information from its surroun-
dings is not enough as such. True interaction only occurs in
combination with driving and activating.

Smart motor drivers for water pumps, oil pumps and po-
werful fans contribute to more energy-efficient systems.

All the necessary components, such as a physical LIN trans-
ceiver, LIN controller, voltage regulator, and 16-bit mi-
cro-controller, along with support functions such as data
conversion, current modulation and LED color, and ageing
compensation are integrated into the chip.
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With its patented TruSense™ technology, Melexis has car-
ried out pioneering work on smart motor drivers and it is
now applying this expertise to bring outstandingly effective
solutions to the market.

In December 2016, Melexis announ-
ced with the MLX81112, MLX81115
and MLX81120 a new generation of ul-
tra-compact, single-chip solutions for
interior car lighting, an expansion of its
range of interior lighting products for
cars. These new generation single chip
LIN LED drivers are compact, strong ICs

for designs that save space and reduce the

number of passive components. Ambient
lighting based on the new LED driver ICs
can be adapted to the preferences of dri-
vers or occupants, which increases driver
concentration and improves the overall
driving experience.




In March 2016, Melexis expanded its extensive range
of ICs and motherboard products for LIN (Local Inter-
connect Network) applications with the MLX81107/
MLX81109 series. The new range brings a whole new
dimension to vehicle network infrastructures, ope-
ning the way for a new generation of LIN applications.

positioning actuators. However, not all actuator applicati-
ons are so visible.

One of the biggest actuator markets in the automotive
sector is for the micro actuators used in HVAC systems.
These are used to divert airflow and make the vehicle
more efficient and comfortable. The problem-free operati-
on of these drive and actuation modules relies on a steady
flow of data from the LIN network.

Another example of driver ICs in hidden applications is
the integrated fan drivers produced by Melexis, which not
only drive the fan directly but also integrate the magnetic
sensor function in the smallest possible package. In ad-
dition to car seat ventilation, small fans are also used to
cool the increasing number of in-vehicle processors, LCD
displays and office equipment.

Engineers can benefit from the mix of very advanced
technology, design flexibility and cost effectivenessin a
single chip. The result is a streamlined, commercially at-
tractive semiconductor platform that makes it possible

to develop much smaller LIN modules at lower prices.
BLDC motors can be found in pumps, blowers, fans and

Melexis products allow systems to become more ‘aware’
and interact directly with their surroundings. The Melexis
strategy is focused on innovation in both its new and es-
tablished product ranges, allowing us to take advantage
of beneficial market developments in sectors including
automotive, industry, medical, and home and building au-
tomation. With our expertise in product definition, design,
and testing for integrated analog or digital semiconductor
solutions and sensor chips, the company is sure to main-
tain its commanding market position.
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INTERNATIONAL LOCATIONS

O Sales & Applications

9 Manufacturing

O Research & Development

BELGIUM

@ Melexis NV
Rozendaalstraat 12
8900 leper

W Melexis Technologies NV
Transportstraat 1
3980 Tessenderlo

BULGARIA

Melexis Bulgaria Ltd.
2, Samokovsko Shosse
Gorublyane

1138 Sofia

CHINA

9 Melexis Electronic Technology (Shanghai) Co., Ltd.
Room 607,Building B, SOHO FuXing Plaza,
No. 277 DanShui Road, HuangPu District,

Shanghai

FRANCE

@Y Melexis NV/BO Paris
4 place des Vosges
92052 Paris La Defense
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GERMANY

Melexis GmbH
Konrad-Zuse-Strasse 15
99099 Erfurt

W Melexis Dresden GmbH
Zur Wetterwarte 50
Haus 337/ Eingang A
01109 Dresden

HONG KONG
9 Melexis NV Hong Kong Branch
Flat X, 10/F, Valiant Industrial Centre,
No.2-12 Au Pui Wan Street,
Fo Tan, Shatin, N.T. HK

JAPAN

9 K.K. Melexis Japan
Yokohama Aioi-cho building 10 F
6-104 Aioi-cho, Naka-Ku,
Yokohama-Shi,
2310012 Kanagawa-Ken



Melexis NV Philippine Branch

c/o Automated Technology (Phils.) Inc.
No. 1 Hologram St. corner Main Avenue
Light Industry and Science Park SEPZ -1
Cabuyao, Laguna 4025

Melexis Technologies SA
Chemin de Buchaux 38
2022 Bevaix

Melexis Ukraine
4, Kotelnykova Street
03115 Kiev

info@melexis.com

www.melexis.com

9 Melexis Inc., Nashua

15 Trafalgar Square
Suite 100
NH 03063 Nashua

9 Melexis Inc., Detroit
27333 Meadowbrook Road
Suite 200
M1 48377 Novi

9 Melexis (Malaysia) Sdn. Bhd.
1, Silicon Drive
Sama Jaya Free Industrial Zone
93350 Kuching

9 Melexis Technologies NV (Malaysian) Branch
1, Silicon Drive
Sama Jaya Free Industrial Zone
93350 Kuching
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7.1 CONSOLIDATED STATEMENT OF FINANCIAL POSITION

in Euro

ASSETS

Current assets: Cash, and cash equivalents (Note 7.9.5.A) 75,789,465 73,837,757
Current investments (Note 7.9.5.B) 158,170 49451
Accounts receivable -trade (Note 7.9.5.D) 66,297,897 | 51,243,338
Accounts receivable —Related companies (Note 7.9.5.AC 2) 418,270 1,999,238
Assets for current tax (Note 7.9.5.AA) 338,985 1,384,340
Assets held for sale (Note 7.9.5.E) - 289,419
Inventories (Note 7.9.5.F) 76,879,871 64,098,815
Other current assets (Note 7.9.5.G) 10,679,813 5,237,251

Total current assets 230,562,471 | 198,139,609

Non current assets: Intangible assets (Note 7.9.5.H) 6,208,661 7,440,360
Property, plant and equipment (Note 7.9.5.1) 97,411,365 90,299,601
Financial assets (Note 7.9.5.J) 6,100 6,100
Other non-current assets 7,150 7,830
Deferred tax assets (Note 7.9.5.AA) 23,969,703 10,876,579

Total non current assets 127,602,979 | 108,630,469
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December 31 2016 2015
LIABILITIES
Current liabilities: Derivative financial instruments (Note 7.9.5.C) 792,808 1,626,571
Current portion of long-term debt (Note 7.9.5.N) 4,046,559 7,046,147
Accounts payable - trade 19,555,027 15,247,382
Accounts payable - related companies (Note 7.9.5.AC 2) 14,551,168 10,790,802
Accrued expenses, payroll and related taxes (Note 7.9.5.K) 8,602,906 7,134,597
Accrued taxes (Note 7.9.5.AA) 30,160,447 6,542,984
Other current liabilities (Note 7.9.5.M) 2,566,914 3,258,489
Deferred income (Note 7.9.5.1) 2262017 2,358,226
Total current liabilities 82,537,847 54,005,199
Non-current liabilities: Long-term debt less current portion (Note 7.9.5.N) 11,093,119 8,138,440
Other non-current liabilities (Note 7.9.5.0) 2,069,820 2,115,608
Total non-current liabilities 13,162,939 | 10,254,048
Equity: Shareholders’ capital 564.814 564.814
Reserve treasury shares (3,817,835) (3,817,835)
Revaluation reserve Hedge (Note 7.9.5.C) (226,013) (371,919)
Legal reserve 56,520 56,520
Retained earnings 272,534,270 | 252,379,719
Cumulative translation adjustment (6,657,562) (6,310,937)
Equity attributable to company owners 262,454,193 | 242,500,360
Non-controlling interest 10471 10471
Total equity (Note 7.9.5.P) 262,464,664 | 242,510,832
TOTAL LIABILITIES 358,165,449 306,770,078

The accompanying notes to this consolidated statement of financial position form an integral part of these consolidated

financial statements.
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7.2 CONSOLIDATED INCOME STATEMENT

in Euro

December 31+ 2016 2015
Product sales (Note 7.9.5.Q) 455,623,619 | 398,924,799
Revenues from Research and Development (Note 7.9.5.Q) 661,370 1,211,136
Total revenue 456,284,990 400,135,935
Cost of sales (Note 7.9.5.5) (247,736,799) | (208,014,543)
Gross margin 208,548,191 192,121,392
Research and development expenses (Note 7.9.5T) (63,989,373) (56,737,053)
General and administrative expenses (Note 7.9.5.U) (20,943,489) (19,089,980)
Selling expenses (Note 7.9.5V) (9,557,105) (8,689,985)
Other operating income (net) (Note 7.9.5.Y) 310,581 -
Income from operations (EBIT) 114,368,805 107,604,374
Financial income (Note 7.9.5.7) 6,098,166 9,589,633
Financial charges (Note 7.9.5.7) (7,391,100) (7,720,932)
Profit or loss before tax 113,075,871 109,473,076
Income tax (Note 7.9.5.AA) (16,818,988) | (10,401,594)
Net profit or loss for the period 96,256,883 99,071,482
Earnings per share attributable to the ordinary equity holders of the parent

Earnings per share non-diluted (Note 7.9.5.AE) 2.38 2.45
Earnings per share diluted 2.38 2.45

The accompanying notes to this consolidated income statement form an integral part of these consolidated financial

statements.
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in Euro

December 31+ 2016 2015

Net profit or loss 96,256,883 99,071,482
Other comprehensive income

Other non-recyclable items of profit or loss on comprehensive income

Cumulative translation adjustment (346,625) (5,932,364)
Recyclable items of profit or loss

Fair value adjustments to cashflow hedges 145,907 80,632
Total other comprehensive income for the period (200,719) | (5,851,732)
Total comprehensive income (loss) for the period 96,056,164 93,219,750
Total comprehensive income attributable to:

Owners of the parent 96,056,164 93,219,750
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7.4 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

in Euro

Number of shares Share capital Legal reserve Retainedearnings
December 31st, 2014 40,400,000 564,814 56,520 205,378,253
Net income - - - 99,071,482
CTA movement - - . _
Hedge reserves (Note 7.9.5 C) - - - -
Other comprehensive income - - - -
Dividends - - - (52,070,017)
December 31st, 2015 40,400,000 564,814 56,520 252,379,719
Net income - - - 96,256,883
CTA movement - - - -
Hedge reserves (Note 7.9.5 C) - - - -
Other comprehensive income - - - -
Dividends - - - (76,102,333)
December 31st, 2016 40,400,000 564,814 56,520 272,534,270
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Fair value

v el men o Nomeonrling roucquy
(3,817,835) (452,551) (378,573) 10,471 201,361,099
- - - - 99,071,482
- - (5,932,364) - (5,932,364)
- 80,632 - - 80,632
- 80,632 (5,932,364) - (5,851,732)
- - - - (52,070,017)
(3,817,835) (371,919) (6,310,937) 10,471 242,510,832
- - - - 96,256,883
- - (346,625) - (346,625)
- 145,907 - - 145,907
- 145,907 (346,625) - (200,719)
- - - - (76,102,333)
(3,817,835) (226,013) (6,657,562) 10,471 262,464,664
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In 2015 and 2016, no purchases of own shares took place.
At the end of 2016, Melexis NV holds 1,785 own shares
and Melexis Technologies NV holds 344,356 shares of
Melexis NV, in total representing 0.86% of shares out-

standing.
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7.5 CONSOLIDATED STATEMENT OF CASH FLOWS

in Euro
December 31st (indirect method) 2016 2015
Cash flows from operating activities
Net profit 96,256,883 | 99,071,482
Adjustments for operating activities
Deferred taxes (Note 7.9.5.AA) (13,093,124) 2,367,928
Unrealized exchange results (Note 7.9.5 Z) (452,347) 147,622
Government grants (Note 7.9.5 R) 895,978 805,920
Depreciation and amortization (Note 7.9.5 X) 25,871,601 22,809,389
Financial results (Note 7.9.5 Z) 1,298,222 (113,640)
Operating profit before working capital changes 110,777,212 | 125,088,702
Accounts receivable, net (Note 7.9.5 D) (15,047,307) | (10,890,374)
Other current assets (Note 7.9.5 G) (5,146,509) (420,934)
Other non-current assets 680 956,120
Due to (from) related companies (Note 7.9.5 AC) 3,760,366 4,631,935
Due (to) from related companies (Note 7.9.5 AC) 1,580,968 (415,296)
Accounts payable 4,322,588 1,342,275
Accrued expenses (Note 7.9.5 K) 29,619,240 6,504,931
Other current liabilities (Note 7.9.5 M) (633,479) 1,726,945
Other non-current liabilities (Note 7.9.5 O) (975,759) 1,714,347
Inventories (Note 7.9.5 F) (15,479,045) | (10,550,556)
Interest paid (Note 7.9.5 Z) (294,104) (382,689)
Income tax (Note 7.9.5 AA) (4,533,468) (4,306,953)
Net cash from operating activities 107,951,382 | 114,998,453
Cash flows from investing activities
Purchase of property, plant and equipment and intangible assets (Note 7.9.5.1) (28,774,011) | (40,280,566)
Interest received (Note 7.9.5 Z) 171,826 360,583
Investments, proceeds, from current investments (108,719) (32,846)
Net cash used in investing activities (28,710,904) | (39,952,829)
Cash flows from financing activities
Repayment from long-term debts (Note 7.9.5.N) (46,006) (3,010,338)
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December 31+ (indirect method) 2016 2015

Impact of exchange results on financing items (1,135,176) (5,737,939)
Dividend payment (Note 7.4) (76,102,333) | (52,070,017)
Net cash used in financing activities (77,283,515) | (60,818,294)
Effect of exchange rate changes on cash (5,256) 67
(Decrease) increase in cash 1,951,708 | 14,227,396
Cash at beginning of the period 73,837,757 59,610,361
Cash at end of the period 75,789,465 73,837,757
Cash at end of the period minus cash at beginning of the period 1,951,708 14,227,396

The accompanying notes to this statement of cash flows form an integral part of the consolidated financial statements.
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The following discussion and analysis of the financial con-
dition and results of operations should be read in con-
junction with the Company’s financial statements from
previous years.

Revenue

In 2016, total revenue increased by 14% compared to
2015,fromEUR400,135,935in2015to EUR 456,284,990
in 2016. In 2015, EUR 1,211,136 in research and devel-
opment costs were recharged to customers, compared to
EUR 661,370 in 2016. Specific research and development
activities were performed under contract for customers.
Sales to automotive customers represented 89% of sales
in 2016. ASSP sales represented 61% of all sales, i.e. 3%
more thanin 2015.

Cost of Sales

Cost of sales consists of materials (raw materials and
semi-finished parts), subcontracting, labor, deprecia-
tion and other direct production expenses. The cost of
sales amounted to EUR 208,014,543 in 2015 and EUR
247,736,799 in 2016.

Expressed as a percentage of total revenue, the cost of
sales increased from 52.0% in 2015 to 54.3% in 2016.
This is mainly due to FX effects, a less favourable product
mix and the higher than expected cost of yield

Gross margin
The gross margin, expressed as a percentage of total rev-
enues decreased from 48.0% in 2015 to 45.7% in 2016.

Research and Development expenses

Research and Development expenses amounted to EUR
63,989,373 in 2016, representing 14% of total revenue,
versus EUR 56,737,053 in 2015. Research and develop-
ment activities were more focused on researching and de-
veloping Hall Effect Sensors, MEMS Sensors and Signal
Conditioning Interface Sensors, LIN and motor Control
IC’s, Infrared and Optical Sensors and wireless IC’s.

General, administrative and selling expenses

General, administrative and selling expenses mainly con-
sisted of salaries and salary related expenses, office equip-
ment and related expenses, commissions, travel and ad-

vertising expenses. The general, administrative and selling
expenses increased by 10% compared to 2015, which
was less than sales growth.

Financial results

The net financial results amounted to EUR 1,292,934 loss
in 2016 compared to EUR 1,868,702 profit in 2015. The
(net) interest result amounted to a loss of EUR 271,378
in 2016 compared to a loss of EUR 103,665 in 2015. The
net currency exchange gains (both realized and unrealized)
in 2016 amounted to a loss of EUR 880,816, compared to
againof EUR 2,283,313 in 2015.

Net income

The company recorded a net income for 2016 of EUR
96,256,883. The increase in revenue was offset by an
increase in cost of sales and income tax, which led to a
decrease in net income, in comparison with 2015.

Cash and cash deposits amounted to EUR

75,789,465 as of December 31, 2016, compared to

EUR 73,837,757 as of December 31, 2015.

In 2016, operating cash flow before working capital
changes amounted to EUR 110,777,212. Working capital
changes in 2016 mainly concerned inventories, accounts
receivable and accrued expenses, resulting in a net oper-
ating cash flow of EUR 107,951,382.

The cash flow from investing activities was negative by
an amount of EUR 28,710,904, mainly as a result of in-
vestments in fixed assets amounting to EUR 28,774,011
and proceeds from investments for an amount of EUR
108,719, compensated by interests received for an
amount of EUR 171,826.

The cash flow from financing activities was negative by
an amount of EUR 77,283,515. This was the result of the
repayment of bank debts amounting to EUR 46,006, the
impact of exchange rates on financing items amounting
to EUR 1,135,176 and the interim and final dividend pay-
ment amounting to EUR 76,102,333.
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The Melexis board of directors hereby certifies, for and on

behalf of the company, that, to its knowledge:

(a) the financial statements prepared in accordance with
International Financial Reporting Standards give a true
and fair view of the assets, liabilities, financial position
and profit or loss of the company and the entities in-
cluded in the consolidation as a whole, and,

(b) the management report includes a fair review of the

development and performance of the business and
the position of the company and the entities included
in the consolidation as a whole, together with a de-
scription of the principal risks and uncertainties they
face.

The consolidated statements were approved and author-
ized for issue by the Board of Directors on March é6th,
2017 and were signed on its behalf by Francoise Chom-
bar.

The consolidated statements haven't been changed after
the approval by the Board of Directors.
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Francoise Chombar
Managing Director, Chief Executive Officer (CEO)
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7.9.1 General

Melexis NV is a limited liability company incorporated un-
der Belgian law. The company has been operating since
1988. The company designs, develops, tests and markets
advanced integrated semiconductor devices mainly for
the automotive industry. The company sells its products
to a wide customer base in the automotive industry in Eu-
rope, Asia and North America.

The accounting year covers the period from January 1st,
2016 to December 31st, 2016.

The Melexis group of companies employed, on average
1,181 people in 2016 and 1,054 in 2015.

The registered office of the group is located at Rozendaal-
straat 12, 8900 leper, Belgium.

The consolidated results as included in the press release
were authorized for issue by the Board of Directors sub-
sequent to the meeting held on February 3rd, 2017.

7.9.2 Statement of compliance

The consolidated financial statements were prepared in
accordance with International Financial Reporting Stand-
ards as issued by the International Accounting Standards
Board (“IASB”) and in conformity with IFRS as adopted by
the European Union until December 31st, 2016 (collec-
tively “IFRS”). Melexis did not apply any new IFRS require-
ments not yet effective in 2016.

7.9.3 Summary of significant accounting
policies

The consolidated financial statements of Melexis NV were

prepared according to IFRS as accepted by the EU on Jan-

uary 1st, 2016. The principal accounting policies adopted

when preparing the consolidated financial statements of

Melexis NV were as follows:

Basis of preparation

The consolidated financial statements were prepared un-
der the historical cost convention, except for investments
available for sale, assets held for sale and derivative finan-
cial instruments, which were stated at their fair value as
disclosed in the accounting policies hereafter.



Use of estimates and judgments

The preparation of the consolidated financial statements
in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the ap-
plication of policies and reported amounts of assets and
liabilities, income and expenses. The estimates and asso-
ciated assumptions are based on historical experience and
various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgments about carrying values of
assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these esti-
mates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimate is re-
vised when the revision affects only that period or in the
period of the revision and future periods if the revision
affects both current and future periods.

The critical estimates and judgments that have a signifi-
cant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial
year are listed below.

Assumptions and estimates are applied when recognizing
and measuring provisions for tax and litigation risks, de-
termining inventory write-downs, assessing the extent to
which deferred tax assets will be realized (Note 7.9.5 AA),
useful lives of property, plant and equipment and intangi-
ble assets (Note 7.9.5Hand 7.9.51).

Deferred tax assets are recognized for deductible tempo-
rary differences, unused tax losses/tax attributes carried
forward and fair value reserves entries only if it is probable
that future taxable profits (based on Melexis’ operation-
al plans) are available to use those temporary differences
and losses. The actual tax results in future periods may
differ from the estimate made at the time the deferred
taxes are recognized. Other assumptions and estimates
are disclosed in the respective notes relevant to the item
where the assumptions or estimates were used for meas-
urement (Note 7.9.5 AA).

Please refer to the accounting policies of inventories,
property, plant and equipment, intangible assets and pro-
visions in this chapter for the assumptions and estimates.

Presentation currency

The presentation currency of Melexis NV has been de-
termined to be the Euro. To consolidate the company and
each of its subsidiaries, the financial statements of for-
eign consolidated subsidiaries, with a non-EUR currency,
are translated at year-end exchange rates with respect to
the statement of financial position and at the average ex-
change rate for the year with respect to the statement of
comprehensive income. All resulting translation differenc-
es are included in a translation reserve in equity.

Foreign currency transactions

Each entity within the group translates its foreign curren-
cy transactions and balances into its functional currency
by applying to the foreign currency amount the exchange
rate between the functional currency and the foreign cur-
rency at the date of the transaction. Exchange rate dif-
ferences arising on the settlement of monetary items or
on reporting monetary items at rates different from those
at which they were initially recorded during the period or
reported in previous financial statements are recognized
in the statement of comprehensive income in the period
in which they arise.

Foreign currency translation

Since the introduction of the Euro on January 1st 1999,
and in accordance with Belgian law, Melexis NV keeps its
books and prepares its consolidated financial statements
in Euro. The functional currency of Melexis NV and of its
subsidiaries Melexis Technologies NV, Melefin NV, Melex-
is GmbH, Melexis Nederland BV, Melexis Dresden GmbH
and the French branch office is the Euro. The functional
currency of Melexis Inc. is the United States Dollar (USD),
for Melexis Ukraine the Ukrainian Hryvnia (UAH) and for
Melexis Bulgaria Ltd. the Bulgarian Leva (Bgn). The func-
tional currency for Sentron AG, Melexis Switzerland SA and
for Melexis Technologies SA is the Swiss Franc (CHF) and
the functional currency for Melexis Electronic Technology
(Shanghai) Co. Ltd. is the Chinese Yuan Renminbi (CNY).
For the Philippine branch of Melexis NV the functional
currency is the Philippine Peso (PHP), for the Japanese en-
tity the Japanese Yen (JPY), for the Hong Kong branch the
Hong Kong Dollar (HKD) and for Melexis (Malaysia) Sdn.
Bhd. and Melexis Technologies NV (Malaysian) branch the
Malaysian Ringit (MYR).
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Assets and liabilities of Melexis Inc., Melexis Ukraine, Me-
lexis Bulgaria Ltd, Sentron AG, Melexis Technologies SA,
Melexis Switzerland SA, Melexis Japan, Melexis Philip-
pines, Melexis Hong Kong, Melexis Electronic Technolo-
gy (Shanghai) Co. Ltd., Melexis Technologies (Malaysian)
branch and Melexis (Malaysia) Sdn. Bhd. are translated at
closing rate, and revenues and expenses are translated at
the average exchange rate during the period. Equity com-
ponents have been translated at historical exchange rates.
Gains or losses resulting from this translation are reflected
in the component “cumulative translation adjustment” in
the statement of financial position.

Principles of Consolidation
Where the company has control over an investee, it is
classified as a subsidiary. The company controls an inves-
tee if all three of the following elements are present: pow-
er over the investee, exposure to variable returns from the
investee, and the ability of the investor to use its power to
affect those variable returns. Control is reassessed when-
ever facts and circumstances indicate that there may be a
change in any of these elements of control.
De-facto control exists in situations where the company
has the practical ability to direct the relevant activities of
the investee without holding the majority of the voting
rights. In determining whether de-facto control exists the
company considers all relevant facts and circumstances,
including:

The size of the company’s voting rights relative to both

the size and dispersion of other parties who hold voting

rights

Substantive potential voting rights held by the compa-

ny and by other parties

Other contractual arrangements

Historic patterns in voting attendance.

The consolidated financial statements present the results
of the company and its subsidiaries (“the Group”) as if they
formed a single entity. Inter-company transactions and bal-
ances between group companies are therefore eliminated
in full.

The consolidated financial statements incorporate the re-
sults of business combinations using the acquisition meth-
od. In the statement of financial position, the acquiree’s
identifiable assets, liabilities and contingent liabilities are
initially recognized at their fair values at the acquisition
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date. The results of acquired operations are included in the
consolidated statement of comprehensive income from the
date on which control is obtained. They are deconsolidated
from the date on which control ceases.

The consolidation scope includes on the one hand Melexis
NV and its 3 branch offices being Melexis Philippines, Me-
lexis France and Melexis Hong Kong. On the other hand,
the subsidiaries being part of the consolidation scope are
Melexis Ukraine, Melexis Nederland BV, Melexis Inc., Mel-
exis GmbH, Melexis Bulgaria Ltd., Sentron AG, Melefin NV,
Melexis Technologies NV, Melexis Technologies SA, Melexis
Japan, Melexis Electronic Technology, Melexis Switzerland
SA, Melexis (Malaysia) Sdn. Bhd., Melexis Technologies NV
Malaysian branch. In July 2016, Melexis Dresden GmbH
was founded. Melexis Dresden GmbH is a 100% subsidiary
of Melexis NV.

Cash and cash equivalents

Cash includes cash on hand and cash in different bank
accounts. Cash equivalents are short term, highly liquid in-
vestments that are readily convertible to known amounts
of cash with original maturities of three months or less
and that are subject to an insignificant risk of change in
value.

Hedging

The company applies hedge accounting for a part of its
financial instruments as defined under IAS 39.

The hedges whereby hedge accounting is applied are cash
flow hedges. Provided the hedge is effective, changes in
the fair value of the hedging instrument are initially recog-
nized in a ‘hedging reserve’ in equity. At maturity they are
transferred to the statement of comprehensive income.
The ineffective portion of the change in the fair value of
the hedging instrument (if any) is recognized directly in
the statement of comprehensive income.

The table with outstanding derivatives at year end is dis-
closed in Note 7.9.5.C.

Inventories

Inventories, including work-in-progress are comprised of
material, labor and manufacturing overheads and are val-
ued at the lower of cost (determined on FIFO basis) or
net realizable value after reserve for obsolete items. Net
realizable value is the selling price in the ordinary course
of business, less the costs of completion, marketing and



distribution. For processed inventories, cost includes the
applicable allocation of fixed and variable overhead costs.
Unrealizable inventory has been fully written off. Inven-
tory is written off when no sales are expected in the next
six months.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses. Depreciation is computed on a straight-line basis
over the following estimated useful lives.

Buildings 20-33 years
Machinery, equipment and installations 5vyears
Furniture and vehicles 5vyears
Computer equipment 3-5years
Mask set 5vyears

Melexis does capitalize the expenses for masks as tangible
assets. A mask is a thin sheet of material from which a
pattern has been cut, placed over a semiconductor chip so
that an integrated circuit can be formed on the exposed
areas. Masks can be used for the lifetime of the product.
Therefore, masks are depreciated over the estimated use-
ful lifetime of 5 years.

Expenditures, incurred after the fixed assets have been
placed in operation, such as repairs and maintenance and
overhaul costs, are included in the statement of compre-
hensive income, in the period in which the costs are in-
curred.

The useful life and depreciation methods are reviewed
periodically to ensure that the method and period of
depreciation are consistent with the expected pattern
of economic benefits from items of property, plant and
equipment.

Financial assets

The group classifies its financial assets in the following
categories: financial assets at fair value through profit or
loss; loans and receivables; held-to-maturity investments;
and available-for-sale financial assets. The classification
depends on the purpose for which the financial assets
were acquired. Management determines the classification
of its financial assets at initial recognition and re-evaluates
this designation at every reporting date.

This category comprises financial assets held for trading
which have been acquired principally for the purpose of
selling in the short term. Derivatives also fall within this
category unless they are designated as hedges and the
hedge is effective for accounting purposes. Assets in this
category are classified as current.

The fair value of these assets is measured using quoted
prices (Conform IFRS 7 - level 1) or inputs, other than
quoted prices, that are observable for the asset either di-
rectly (as prices) or indirectly (derived from prices), both
conform IFRS 7 - Level 2.

These assets are non-derivative financial assets with fixed
or determinable payments that are not quoted in an ac-
tive market. They arise principally through the provision of
goods and services to customers (e.g. trade receivables),
but also incorporate other types of contractual monetary
asset. They are initially recognized at fair value plus trans-
action costs that are directly attributable to their acquisi-
tion or issue, and are subsequently carried at amortized
cost using the effective interest rate method, less provi-
sion for impairment.

Impairment provisions are recognized when there is ob-
jective evidence (such as significant financial difficulties
on the part of the counterparty or default or significant
delay in payment) that the Group will be unable to collect
all of the amounts due under the terms receivable, the
amount of such a provision being the difference between
the net carrying amount and the present value of the fu-
ture expected cash flows associated with the impaired
receivable. For trade receivables, which are reported net,
such provisions are recorded in a separate allowance ac-
count with the loss being recognized within administrative
expenses in the consolidated statement of comprehensive
income. On confirmation that the trade receivable will not
be collectable, the gross carrying value of the asset is writ-
ten off against the associated provision.

The Group’s loans and receivables comprise trade and
other receivables and cash and cash equivalents in the
consolidated statement of financial position.

Held-to-maturity investments are non-derivative finan-
cial assets with fixed or determinable payments and fixed
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maturities that the group’s management has the positive
intention and ability to hold to maturity. They are included
in non-current assets unless the investment is due to ma-
ture within 12 months of the balance sheet date or unless
the investment is considered as very liquid.

The fair value of these assets is measured using quoted
prices (Conform IFRS 7 - level 1) or inputs, other than
quoted prices, that are observable for the asset either di-
rectly (as prices) or indirectly (derived from prices). This
conform IFRS 7 - Level 2 or Level 3.

Available-for-sale financial assets are non-derivative fi-
nancial assets that are either designated in this category
or not classified in any of the other categories. They are
included in current or non-current assets. Investments are
initially recognized at fair value plus transaction costs for
all financial assets not carried at fair value through profit
or loss. Investments are derecognized when the rights to
receive cash flows from the investments have expired or
have been transferred and the group has transferred sub-
stantially all risks and rewards of ownership.

The fair value of these assets is measured using quoted
prices (unadjusted) in active markets for identical assets
or liabilities conform IFRS 7 - Level 1.

“‘Available-for-sale financial assets” and “financial assets at
fair value through profit or loss” are subsequently carried
at fair value. “Loans and receivables” and “held-to-matu-
rity investments” are subsequently carried at amortized
cost using the effective interest method. Realized and un-
realized gains and losses arising from changes in the fair
value of the “Financial assets at fair value through profit or
loss” -category are included in the statement of compre-
hensive income in the period in which they arise. Unreal-
ized gains and losses arising from changes in the fair value
of non-monetary securities classified as available-for-sale
are recognized in equity. When securities classified as
available-for-sale are sold or impaired, the accumulated
fair value adjustments are included in the statement of
comprehensive income as gains and losses from invest-
ment securities.

Melexis

Non-current assets held for sale
Non-current assets and disposal groups are classified as
held for sale when:
They are available for immediate sale
Management is committed to a plan to sell
It is unlikely that significant changes to the plan will be
made or that the plan will be withdrawn
An active program to locate a buyer has been
initiated
The asset or disposal group is being marketed at a
reasonable price in relation to its fair value, and
A sale is expected to complete within 12 months from
the date of classification.

Non-current assets and disposal groups classified as held
for sale are measured at the lower of:
Their carrying amount immediately prior to being clas-
sified as held for sale in accordance with the group’s
accounting policy; and
Fair value less costs of disposal.

Following their classification as held for sale, non-current
assets (including those in a disposal group) are not depre-
ciated. The results of operations disposed during the year
are included in the consolidated statement of comprehen-
sive income up to the date of disposal.



Retirement benefits:

Defined contribution schemes

A defined contribution plan is a pension plan under which
the group pays fixed contributions (percentage of annual
gross salary). The scheme is funded through payments to
the insurance company. Contributions to defined contri-
bution pension schemes are charged to the consolidated
statement of comprehensive income in the year to which
they relate.

Intangible Assets

Intangible assets, externally purchased, are measured ini-
tially at cost. Intangible assets are recognized if it is proba-
ble that the future economic benefits that are attributable
to the asset will flow to the enterprise and the cost of the
asset can be measured reliably. After initial recognition,
intangible assets are measured at cost less accumulated
amortization and any accumulated impairment losses. In-
tangible assets are amortized on a straight-line basis over
the best estimate of their useful lives. The amortization
period and the amortization method are reviewed annual-
ly at each financial year end. Amortization of intangible as-
sets is shown as a separate line item in operating charges.
Amounts paid for licenses are capitalized and then amor-
tized on a straight-line basis over the expected periods
of benefit. The expected useful life of licenses is 5 years.

Business Combinations

The consolidated financial statements incorporate the re-
sults of business combinations using the purchase meth-
od. In the statement of financial position, the acquiree’s
identifiable assets, liabilities and contingent liabilities are
initially recognized at their fair values at the acquisition
date. The results of acquired operations are included in
the consolidated statement of comprehensive income
from the date on which control is obtained. They are de-
consolidated from the date control ceases.

Goodwill

The excess of the cost of an acquisition over the company’s
interest in the fair value of the net identifiable assets and
liabilities acquired as at the date of the exchange trans-
action is recorded as goodwill and recognized as an asset
in the statement of financial position. When the excess is
negative, a bargain purchase gain is recognized immediate-
ly in the statement of comprehensive income. The identi-
fiable assets and liabilities recognized upon acquisition are

measured at their fair values as at that date. Any non-con-
trolling interest is stated at the minority’s proportion of the
fair values. Any goodwill arising on the acquisition of a for-
eign entity and any fair value adjustments to the carrying
amounts of assets and liabilities arising on the acquisition
of that foreign entity are treated as assets and liabilities of
the company (unless it concerns badwill, this is recognized
in the comprehensive income). Goodwill is carried at cost
less accumulated impairment losses. Impairment of good-
will is included in operating profit.

Research and Development Costs

According to IAS 38 Par. 54 all research costs must be
charged to expense. Expenditure for development costs
is also recognized as an expense when incurred and not
capitalized, since not all criteria set forth by IAS 38 Par.
57 are met. Furthermore, the company has no analytical
tools in place to distinguish on a reliable basis the research
phase from the development phase.

Equity

The shares of Melexis NV are listed without par value.
Melexis’ aim in managing its equity is to maintain a healthy
financial structure with a minimal dependency on external
financing as well as to create shareholders value. Melexis
intends to pay out regular (interim-) dividends, in order to
maximize the return on equity for its shareholders.

Treasury shares

Treasury shares are presented in the statement of financial
position as a deduction from equity. The acquisition of
treasury shares is presented as a change in equity. No gain
or loss is recognized in the statement of comprehensive
income on the sale, issuance, or cancellation of treasury
shares. Consideration received is presented in the finan-
cial statements as a change in equity.

Provisions

A provision is recognized when, and only when an enter-
prise has a present obligation (legal or constructive) as a
result of a past event and it is probable (i.e. more likely
than not) that an outflow of resources embodying eco-
nomic benefits will be required to settle the obligation,
and a reliable estimate can be made of the amount of the
obligation. Provisions are reviewed at each balance sheet
date and adjusted to reflect the current best estimate.
Where the effect of the time value of money is materi-
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al, the amount of a provision is the present value of the
expenditures expected to be required to settle the obli-
gation.

Reserves

Capital reserves represent the legal reserve of the parent
company and are in accordance with the Belgian law.

The translation reserve is used for translation differences
arising on consolidation of financial statements of foreign
entities.

Non-controlling interests

Non-controlling interests include the third party interests
in the fair values of identifiable assets and liabilities rec-
ognized upon acquisition of a subsidiary as well as the mi-
nority share of the result of the year and retained earnings.

Revenue recognition

The company recognizes revenue from sales of products
upon shipment or delivery, depending on when title and
risk of loss are transferred under the specific contractu-
al terms of each sale, which may vary from customer to
customer.

Revenue from research projects is recognized upon meet-
ing of all contractual conditions.

Borrowing costs

Borrowing costs are expensed as incurred. Borrowing
costs directly attributable to the acquisition, construction
or production of a qualifying asset are included in the cost
of the asset.

Government Grants

Government grants are deferred and amortized into in-
come over the period necessary to match them with the
related costs that they are intended to compensate. Grants
received are treated as deferred income in the accompany-
ing consolidated financial statements.

The company recognizes government grants if they have
reasonable assurance that the grants will be received. They
are recognized as income on a systematic and rational ba-
sis over the periods necessary to match them with the
related costs. The grant related revenue is recorded net
of the related expense in the statement of comprehensive
income and as deferred income on the statement of finan-
cial position.

Income taxes

The income tax charge is based on the result of the year
and considers deferred taxation. Deferred taxes are cal-
culated using the balance sheet liability method. Deferred
income taxes reflect the net tax effects of temporary dif-
ferences between the carrying amounts of assets and li-
abilities for financial reporting purposes and the amounts
used for income tax purposes. Deferred tax assets and
liabilities are measured using the tax rates expected to ap-
ply to taxable income in the years in which these tempo-
rary differences are expected to be recovered or settled,
based on tax rates enacted or substantially enacted at the
balance sheet date.

The measurement of deferred tax liabilities and deferred
tax assets reflects the tax consequences that would fol-
low from the manner in which the enterprise expects, at
the balance sheet date, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are recognized regard-
less of the moment when the timing difference is likely to
reverse. Deferred tax assets are not discounted and are
classified as non-current assets in the statement of finan-
cial position.

Deferred tax assets are recognized when it is probable that
sufficient taxable profits will be available against which the
deferred tax assets can be utilized. At each balance sheet
date, the company reassesses unrecognized deferred tax
assets and the carrying amount of deferred tax assets. The
enterprise recognizes a previously unrecognized deferred
tax asset to the extent that it has become probable that
future taxable profit will allow the deferred tax asset to be
recovered. The company conversely reduces the carrying
amount of a deferred tax asset to the extent that it is no
longer probable that sufficient taxable profit will be availa-
ble to allow the benefit of part or that entire deferred tax
asset to be utilized.

A deferred tax liability is recognized for all taxable tem-
porary differences, unless the deferred tax liability arises
from goodwill for which amortization is not deductible for
tax purposes.

Impairment of assets

Property, plant and equipment and intangible assets are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an
asset may not be recoverable. Whenever the carrying



amount of an asset exceeds its recoverable amount, an
impairment loss is recognized in income. The recoverable
amount is the higher amount of an asset’s net selling price
and value in use. The net selling price is the amount ob-
tainable from the sale of an asset in an arm’s length trans-
action while value in use is the present value of estimated
future cash flows expected to arise from the continuing
use of an asset and from its disposal at the end of its use-
ful life.

Recoverable amounts are estimated for individual assets
or, if it is not possible, for the cash-generating unit. Re-
versal of impairment losses recognized in prior years is
recorded when there is an indication that the impairment
losses recognized for the asset no longer exist or have
decreased.

Segments

Melexis uses the management approach for determining
its segment information. As of 2014 Melexis has only one
operating segment. The available information that is eval-
uated regularly by the chief operating decision maker has
only one operating segment. Melexis products and pro-
duction processes have evolved in such a way that the
distinction between automotive and non-automotive
segments is no longer relevant. Operating decisions are
taken for each individual product during a committee lead
by the CEO, based on performance assessments. Finan-
cial information on geographical segments is presented in
Note 7.9.5 AB.

Contingencies

Contingent liabilities are not recognized in the financial
statements. They are disclosed unless the possibility of
an outflow of resources embodying economic benefits is
remote.

A contingent asset is not recognized in the financial state-
ments, but disclosed when an inflow of economic benefits
is probable.

Subsequent events

Post year end events that provide additional information
about a company’s position at the balance sheet date, (ad-
justing events), are reflected in the financial statements.
Post year end events that are not adjusting events are dis-
closed in the notes when material.

Earnings per share

Basic earnings per share are calculated by dividing the net
result for the period attributable to ordinary shareholders
by the weighted average number of shares outstanding
during the period.

Financial liabilities

All movements in financial liabilities are accounted at
trade date.

Borrowings are initially recognized at fair value. Subse-
quently they are carried at amortized cost using the ef-
fective interest rate method. Amortized cost is calculated
by taking into account any issue costs, and any discount
or premium on issue. Any differences between cost and
redemption value are recognized in the statement of com-
prehensive income upon redemption.

Trade payables and other short-term monetary liabilities
are initially recognized at fair value and subsequently car-
ried at amortized cost using the effective interest method.

If a forecast transaction is no longer considered high-
ly probable but the forecast transaction is still expected
to occur, the cumulative gain or loss recognized in other
comprehensive income is frozen and recognized in profit
or loss in accordance with the policy set out in the para-
graph above. Subsequent changes in the fair value of the
derivative are recognized in profit or loss. If the Group
closes out its position before the transaction takes place
(even though it is still expected to take place) the cumula-
tive gain or loss on changes in fair value of the derivative
is recognized in profit and loss. If, at any point, the hedged
transaction is no longer expected to occur, the cumulative
gain or loss is reclassified from the cash flow hedge re-
serve to profit or loss immediately.

The effective portion of gains and losses on derivatives
used to manage cash flow interest rate risk (such as float-
ing to fixed interest rate swaps) are also recognized in oth-
er comprehensive income and accumulated in the cash
flow hedge reserve. However, if the Group closes out its
position early, the cumulative gains and losses recognized
in other comprehensive income are frozen and reclassified
from the cash flow hedge reserve to profit or loss using
the effective interest method. The ineffective portion of
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gains and losses on derivatives used to manage cash flow
interest rate risk are recognized in profit or loss within fi-
nance expense or finance income.

Where derivatives are used to hedge the Group’s expo-
sure to fair value interest rate risk (such as fixed to floating
rate swaps), the hedged item is remeasured to take into
account the gain or loss attributable to the hedged risk (in
the case of a fixed rate loan, the hedged risk is changes
in the fair value of interest rates) with the gains or losses
arising recognized in profit or loss. This offsets the gain or
loss arising on the hedging instrument which is measured
at fair value through profit or loss.

An overview of the derivative financial instruments with
negative fair value can be found in Note 7.9.5.C.

Adoption of new and revised standards

The consolidated financial statements of Melexis NV are
prepared according to IFRS as accepted by the EU at Jan-
uary 1st, 2016.

During the current financial year, the Group has adopt-
ed all the new and revised Standards and Interpretations
issued by the International Accounting Standards Board
(IASB) and the International Financial Reporting Interpre-
tations Committee (IFRIC) of the IASB, that are relevant to
its operations and effective for the accounting year start-
ing on January 1st, 2016. The Group has not applied any
new IFRS requirements that are not yet effective as per
December 31th, 2016.
The following new Standards, Interpretations and Amend-
ments issued by the IASB and the IFRIC are effective for
the current annual period:

Annual Improvements to IFRSs 2010-2012 Cycle

(issued by the IASB in December 2013)

Annual Improvements to IFRSs 2012-2014 Cycle

(issued by the IASB in September 2014)

IAS 1 Presentation of Financial Statements —

Amendments resulting from the disclosure initiative

(December 2014)

IAS 16 Property, Plant and Equipment —

Amendments regarding the clarification of acceptable

methods of depreciation and amortization (May

2014)

IAS 19 Employee Benefits — Amendments relating

to Defined Benefit Plans: Employee Contributions
(November 2013)

The adoption of these new standards and amendments
has not led to major changes in the Group's accounting
policies.

The Group elected not to early adopt the following new
Standards, Interpretations and Amendments, which have
been issued but are not yet effective as per December
31th, 2016.
Annual Improvements to IFRSs 2014-2016 Cycle
(December 2016) *
IFRS 2 Share-based Payment — Amendments to
clarify the classification and measurement of share-
based payment transactions (June 2016) *
IFRS 4 Insurance Contracts - Amendments regarding
the interaction of IFRS 4 and IFRS 9 (September
2016)*
IFRS 7 Financial Instruments: Disclosures
(Amendments December 2011) — Deferral of
mandatory effective date of IFRS 9 and amendments
to transition disclosures
IFRS 7 Financial Instruments: Disclosures
(Amendment November 2013) — Additional
hedge accounting disclosures (and consequential
amendments) resulting from the introduction of the
hedge accounting chapter in IFRS 9
IFRS 9 Financial Instruments — Classification
and Measurement (Original issue July 2014, and
subsequent amendments)
IFRS 10 Consolidated Financial Statements —
Amendments regarding the sale or contribution of
assets between an investor and its associate or joint
venture (September 2014) *
IFRS 14 Regulatory Deferral Accounts (Original issue
January 2014) **
IFRS 15 Revenue from Contracts with Customers
(Original issue May 2014 and subsequent
amendments)
IFRS 16 Leases (Original issue January 2016) *
IAS 7 Cash flow statement — Amendments as result
of the Disclosure initiative (January 2016) *
IAS 12 Income taxes — Amendments regarding the



recognition of deferred tax assets for unrealized losses
(January 2016) *

18.1AS 28 Investments in Associates and Joint Ventures
— Amendments regarding the sale or contribution of
assets between an investor and its associate or joint
venture (September 2014) *

19.1AS 39 Financial Instruments: Recognition and
Measurement — Amendments for continuation of
hedge accounting (fair value hedge of interest rate
exposure) when IFRS 9 is applied (November 2013)

20.1AS 40 Investment Property: Amendments to clarify
transfers or property to, or from, investment property
(December 2016) *

21.1FRIC 22 Foreign Currency Transactions and Advance
Consideration (December 2016) *

* Not yet endorsed by the EU as of December 31th, 2016

**The EC had decided not to launch the endorsement pro-

cess of this interim standard and to wait for the final stand-

ard.

7.9.4 Overview of Group structure

In July 2016, Melexis Dresden GmbH was incorporated.
Melexis Dresden GmbH is a 100% subsidiary of Melexis
NV.

Melexis Branch Office

Philippines Be|g|um

Management has analyzed the effect of IFRS 15 on the
Group's future financial statements. Based on our first ex-
ercise of the expected effect resulting from the application
of IFRS 15, Management believes the effect won't be sig-
nificant.

The analysis of the other new standards is ongoing and the
effect on the Group’s future financial statements is not yet
known.

Melexis Branch Office
France

Melexis Branch Office

Hong Kong
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7.9.5 Notes

in Euro
December 31 2016 2015
Cash at bank and in hand 75,789,465 | 73,837,757
Total 75,789,465 | 73,837,757
in Euro
December 31+ 2016 2015
Current Investments 158,170 49451

In principle, Melexis’ current investments are classified as
assets available for sale. According to IAS 39, the difference
between the purchase price and the fair value of current
investments classified as available for sale is recognized di-
rectly into equity under ‘Revaluation reserve fair value. On
December 31st, 2016 Melexis had no current investments
in portfolio classified as assets available for sale. Melexis’
financial derivatives with a positive market value are clas-
sified as assets at fair value through profit and loss. The fair

Notional amounts

value changes for derivatives where no hedge accounting is
applicable are immediately recognized in the statement of
comprehensive income. As of December 31st, 2016 the fair
value of the financial derivatives recognized as an asset un-
der current investments amounted to EUR 158,170. A de-
tailed overview of the outstanding derivatives, categorized
under current investments, is included in Note 7.9.5.C. On
December 31st, 2016 Melexis had no assets in portfolio
classified as investments held to maturity.

The following table presents the evolution of the aggregate notional amounts of the group’s outstanding derivative financial

instruments:
December 31+ 2016 2015
Outstanding FX hedge contracts at December 31, usb 25,000,000 | 19,000,000
not exceeding 1 year CHF 45,000,000 | 60,000,000
Outstanding Interest hedge contracts at December 31°, exceeding 1 year EUR 15,000,000 15,000,000
Outstanding Inflation hedge contracts at December 31°, exceeding 1 year EUR 10,000,000 15,000,000
Outstanding Inflation hedge contracts at December 31, not exceeding 1 year EUR 5,000,000 -

FX hedge contracts are entered into in order to hedge (part
of) the outstanding balance sheet exposure in foreign cur-
rency (USD/CHF).
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Interest hedge contracts are entered into in order to hedge
(part of) the group’s borrowings at floating interest rate. In-
flation hedge contracts are entered into in order to hedge
(part of) the salary inflation risk of the group.



Fair value
The fair value of derivatives is based upon mark to market
valuations (input received from bank).

The following table presents an overview of the fair value of outstanding derivatives, classified as an asset under Current

Investment, Derivatives:

December 31+ 2016 2015
Assets Fair value Fair value
EUR EUR
Outstanding FX swaps - IFRS 7-compliant - level 2 158,170 49451
Total, classified under Current investment (see also Note 7.6.5.B) 158,170 49,451

These financial instruments are classified as financial assets at fair value through profit or loss. Refer to Note 7.9.5 Z for the

representation of the gains and losses relating to these assets.

The following table presents an overview of the fair value of outstanding derivatives, classified as a liability under Derivative

financial instruments:

December 31 2016 2015
Liabilities Fair value Fair value
EUR EUR
QOutstanding FX swaps - IFRS 7-compliant - level 2 - (185,088)
Outstanding Interest swaps (hedged) - IFRS 7-compliant - level 2 (342,392) (563,429)
Outstanding Inflation swaps - IFRS 7-compliant - level 2 (450,416) (878,054)
Total, classified under Derivative financial instruments (792,808) (1,626,571)

The following table presents an overview of the fair value of outstanding derivatives, for which hedge accounting is applied as

defined under IAS 39. Changes in the fair value of the hedging instrument are recognized in a hedging reserve, classified as a

‘Revaluation reserve Hedge'.

December 31+

2016 2015
Fair value of instruments through equity (hedge accounting IAS 39)
Outstanding Interest hedge swaps at December 31 (342,392) (563,429)
Subtotal (342,392) (563,429)
Deferred tax asset 116,379 191,510
Total, classified under Revaluation reserve Hedge (226,013) (371,919)
Melexis



D. TRADE RECEIVABLES

in Euro
December 31+ 2016 2015
Trade accounts receivables 66,364,124 | 51,640,468
Allowance for doubtful accounts (66,227) (397,130)
Total 66,297,897 | 51,243,338
As of December 31st, 2016 trade receivables of EUR 11,821,569 were past due.
The aging analysis of these receivables including allowance for doubtful accounts is as follows:
in Euro
December 31+ 2016 2015
Not due 54,476,328 | 45,884,054
<30days 8,979,998 4,542,243
>30 <60 days 1,982,929 495,615
>60 days 858,642 321,425
Total 66,297,897 | 51,243,338

In the following aging analysis the distinction is made between the receivables for which an accrual for doubtful debtors is
made and the receivables for which no accrual for doubtful debtors is needed:

in Euro
December 31+ 2016
accrual no accrual total
for doubtful for doubtful :
debtors debtors receivables
Not due - 54,476,328 54,476,328
<30days - 8,979,998 8,979,998
>30 <60 days - 1,982,929 1,982,929
>60 days 66,227 858,642 924,869
Total 66,227 66,297,897 66,364,124

The credit control department reviews on a regular basis the outstanding balances of the customers.
When a customer is no longer able to fulfill the outstanding balance, an accrual for doubtful debtors is made.
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E. ASSETS HELD FOR SALE

The Group disposed of an office building, as the compa-
ny was no longer using this building for its core activities.
Please refer to note 7.9.5 Y for the impact of the sale.

F.INVENTORIES

Inventory is written off when no sales are expected or
when the goods contain defects. In 2016, EUR 2,697,962 of
additional inventory was written off. EUR 2,962,918 of the
inventory written off during the previous year was reversed
because it had been scrapped or sold. As aresult, the net
effectis EUR 264,956.

in Euro
December 31+ 2016 2015
Raw materials and supplies, at cost 41,825,089 35,259,162
Work in progress, at cost 36,283,095 31,333,916
Finished goods, at cost 2,980,342 1,979,348
Reserve for obsolete stock (4,208,655) (4,473,611)
Net 76,879,871 | 64,098,815

G. OTHER CURRENT ASSETS

in Euro
December 31+ 2016 2015
Other receivables 9,349,960 3,561,600
Prepaid expenses 1,329,852 1,675,651
Total 10,679,813 5,237,251

The other receivables mainly relate to VAT.
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H. INTANGIBLE ASSETS
in Euro

December 31+ Licenses IP Total

Acquisition value

Balance end of previous period 16,267,790 1,264,810 17,532,600
Additions of the period 896,051 - 896,051
Retirements (-) (2,800) - (2,800)
CTA 699,002 - 699,002
Total 17,860,043 1,264,810 19,124,853
Depreciation
Balance end of previous period 9,259,573 832,667 10,092,240
Additions of the period 1,481,006 126,481 1,607,487
Retirements (-) (2,800) - (2,800)
CTA 1,219,266 - 1,219,266
Total 11,957,045 959,148 12,916,193
NET BOOK VALUE 5,902,999 305,662 6,208,661
Licenses are being amortized over a period of 5 years. IP At the end of 2016, the IP has been amortized for 7 years
is amortized over 10 years. All intangible assets have finite and 7 months.

useful lives. The yearly amortizing expenses are included in
the statement of comprehensive income mainly as cost of
sales (Note 7.9.5 S) and research and development expens-
es (Note 7.9.5T).
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I. PROPERTY, PLANT AND EQUIPMENT

in Euro
Land and Machinery and Furniture and G
Bl e building equipment vehicles under. fotal
construction
Cost
Beginning of the period 39,514,500 | 188,750,731 10,939,635 6,258,149 | 245,463,015
Additions of the period 2,541,921 15,486,965 2,409,856 9,698,307 30,137,049
Retirements (10,026) (4,983,389) (346,299) - (5,339,714)
Transfers 89 12,407,714 - | (12,407,803) -
CTA 9,932 49,231 25,508 1,271 85,942
End of the period 42,056,416 | 211,711,252 13,028,700 3,549,924 | 270,346,292
Accumulated depreciation
Beginning of the period 11,971,793 | 136,075,025 7,116,597 - 155,163/415
Additions of the period 1,785,298 18,184,593 1,605,986 - 21,575,877
Retirements (7,125) (3,789,868) (303,306) - (4,100,299)
Transfers 89 (89) - - -
CTA 13,295 256,252 26,388 - 295,935
End of the period 13,763,350 | 150,725,913 8,445,665 - | 172,934,928
NET BOOK VALUE 28,293,067 60,985,339 4,583,035 3,549,924 97,411,365

for sale.

Additions of the year mainly relate to test equipment. Re-
tirements: no material amount of compensation from third
parties which have been concluded in the consolidated
statement of comprehensive income. Please refer to Note
7.9.5Nfor secured loans on property, plant and equipment.
Please refer to Note 7.9.5 E for the assets held

J.NON CURRENT FINANCIAL ASSETS
in Euro

Fixed assets under construction: this mainly relates to the
construction in progress of test equipment. The transfer to
machinery and equipment relates to the finished construc-
tion of new test equipment.

December 31+

Non-current financial assets

2016 2015

6.100 6.100

As per December 31st, 2016, the total of non-current fi-
nancial assets amounted to EUR 6,100.

This amount reflects the non-controlling interest taken in
the course of 2010 in a company. The investments are rec-
ognized as investments, initially measured at transaction
price (cost price).

Melexis Annual Report 2016



K. ACCRUED EXPENSES, ACCRUED CHARGES, PAYROLL AND RELATED TAXES

in Euro

December 31+ 2016 2015
Vacation pay bonuses and 13th month 6,106,945 6,145,362
Other social accruals 584,656 279,679
Remuneration 497,609 324,193
Social security 689,163 163,708
Direct and indirect taxes 724,534 221,656
Total 8,602,906 7,134,597

L. DEFERRED INCOME

in Euro
December 31 2016 2015
Capital grants 408,738 501,576
Deferred income 1,853,280 1,856,651
Total 2,262,017 2,358,226

The investment grant is attributed to the consolidated statement of comprehensive income pro rata the acquisition value of
new machinery and equipment.

M. OTHER CURRENT LIABILITIES

in Euro

December 31 2016 2015
Accrued real estate withholding tax 115,606 50,606
Accrued financial services 256,107 348,653
Accrued design services 633,373 515,640
Accrued management services 252,160 323,110
Accrued HR services 151,909 118,364
Accrued transport services 35,000 138,000
Accrued insurances 50,000 4,000
Accrued IT services 34,867 84,000
Accrued licenses and royalties 460,000 1,182,139
Other 577,891 493,977
Total 2,566,914 3,258,489
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N.LONG AND SHORT TERM DEBTS

in Euro

December 31+ 2016 2015
Secured loans
Bank loan (in CHF) at floating interest rate; average rate for the year 2016 was 2.50%

(1); maturing in 2019 139,678 184,587
Total secured loans 139,678 184,587
Unsecured loans
Unsecured loan (in EUR) at floating interest rate; matured in 2016 - 3,000,000

Unsecured loan (in EUR) at floating interest rate; average rate for the year 2016 was

L 8,000,000 12,000,000
1.09%; maturing in 2018

Unsecured loan (in EUR) at floating interest rate; average rate for the year 2016 was

0.59%; maturing in 2022 7000000 i
Total unsecured loans 15,000,000 15,000,000
Total debt 15,139,678 | 15,184,587
Current maturities 4,046,559 7,046,147
Long-term portion of debts 11,093,119 8,138,440
(1) The loan is secured by a mortgage on the building of Bevaix, Switzerland.
As of December 31st, 2016 there are engagements for the The repayment of debts as of December 31st, 2016 is
following financial covenants: scheduled as follows:
e
o Tangible net worth/total assets = 35% 2017 4,046,559
As per December 31st, 2016 Melexis is respecting all its 2018 4,046,559
financial covenants. 2019 46,559
2020 2,000,000
2021 2,000,000
Thereafter 3,000,000
Total 15,139,678
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in Euro

December 31+ 2016 2015
Other non-current liability 2,069,820 2,115,608
Total 2,069,820 2,115,608

The other non-current liability mainly relates to an obliga-
tion of repayment for subsidies. Melexis GmbH received
an investment grant for a planned investment project
which ended at year end 2009. The allocation of subsidies
is based on the “Joint agreement for the improvement of
regional economic structures (GA)” and according to the
“European fund for regional development (EFRE)".

Shareholder’s capital

As of December 31st, 2016 the common stock consisted of
40,400,000 issued and outstanding ordinary shares with-
out face value.

Each shareholder is entitled to one vote per share, with-
out prejudice to specific restrictions on the shareholders’
voting rights in the company’s articles of association and
Belgian company law, including restrictions for non-voting
shares and the suspension or cancellation of voting rights
for shares which have not been fully paid up at the request
of the Board of Directors.

Under Belgian company law, the shareholders decide
on the distribution of profits at the annual shareholders’
meeting, based on the latest audited statutory accounts
of the company. Dividends may be paid either in cash or in
kind. However, shareholders may not declare a dividend if
the company has not first reserved at least 5% of its prof-
its for the financial year until such reserve has reached
an amount equal to 10% of its share capital (the “legal re-
serve”) or if, following any such dividend, the level of the net
assets adjusted for the unamortized balance of the incor-
poration costs and capitalized research and development
costs of the company falls below the amount of the com-
pany’s paid-in-capital and of its non-distributable reserves.
The Board of Directors may pay an interim dividend, pro-
vided certain conditions set forth in Belgian company law
are met.

Since not all agreed criteria were met at the end of the
investment period, there is a risk that Melexis GmbH will
have to repay the grant. The repayment of the investment
grant would take place at the earliest during the 2018 fi-
nancial year. Because of the long-term nature of the liabili-
ty, a non-current liability for the amount of EUR 2,068,020
has been recorded.

In the event of a liquidation of the company, the proceeds
fromthe sale of assets remaining after payment of all debts,
liquidation expenses and taxes are to be distributed pro-
portionally to the shareholders, subject to liquidation pref-
erence rights of shares having preferred dissolution rights.
The company currently has no plans to issue any shares
having such preferred dissolution rights.

Reserves

Reserve treasury shares: For own shares repurchased by
the Company or entities belonging to Melexis Group, the
amount of consideration paid, is recognized as a deduction
from equity. In case of a cancellation or sale of treasury
shares, the result of the transaction is included in retained
earnings.

Revaluation reserve Hedge: Changes In the fair value of the
hedging instrument, for which hedge accounting is applied
asdefined under IAS 39, are recognized in a hedging reserve.
For more details about the fair value of the hedging instru-
ments through equity please refer to note 7.9.5 C.

Revaluation reserve Fair value: The difference between the
purchase price and the fair value of current investments
classified as available for sale is recognized directly into
equity into ‘Revaluation reserve fair value’ For more detail
about the fair value of the current investments please refer
tonote 7.9.5 C.



Legal reserve: The part of the retained earnings that cannot
be used for distribution to the shareholders as a result of
the legal requirement to have a legal reserve of at least 10
per cent of the share capital.

Retained earnings: The net earnings retained by the compa-

ny to be reinvested in its core business, or to pay debt.

Research and development revenues relate to revenues
for specific product developments.

Cumulative translation adjustment: The foreign currency
translation reserve is used to record exchange differences
arising from the translation of the financial statements of
foreign subsidiaries.

The product sales and research and development revenues
are as follows:

in Euro

December 31+ 2016 2015
Product sales 455,623,619 398,924,799
Research and development revenues - product developments 661,370 1,211,136
Total 456,284,990 | 400,135,935

For the revenue from product sales, please refer to the
Operating Segments section in chapter 7.9.5 AB.

The government grants mentioned below consist of capital
grants and operational grants. Capital grants are received
for investments in buildings, machinery and equipment.
The capital grants consist of a percentage of the purchase
price of the building, machinery and equipment. Capital
grants can be revoked if the expected investment threshold
is not met. There is one subsidy that most probably needs
to be repaid, this subsidy has been classified as an ‘other

non-current liability’, please refer to note 7.9.5 O. Opera-
tional grants are received as an incentive for research and
development expenses. Operational grants are paid after
pre-defined milestones are met. Capital grants are recog-
nized as cost of sales in relation to the depreciation period
of the underlying assets. The operational grants are recog-
nized as a reduction of research and development expens-
es when incurred.

in Euro

December 31+ 2016 2015
Grants for research and development 836,300 913,831
Investment grants in building, machinery and employment grants 83,302 122,155

Total

919,601 1,035,986

Grants for research and development are recognized as a
reduction of other expenses included in total research and
development expenses, see Note 7.9.5T.

Investment grants in building, machinery and employment
grants are recognized as a reduction of purchases included
in total cost of sales, see Note 7.9.5 S.
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S.COST OF SALES
Cost of sales includes the following expenses:

in Euro

December 31 2016 2015
Purchases 192,359,115 | 158,542,346
Transportation costs 4,650,358 3,945,889
Salaries 20,767,866 17,888,917
Depreciation and amortization (*) 17,268,348 16,039,822
Other direct production costs 12,691,112 11,597,569
Total 247,736,799 | 208,014,543

The increase in sales resulted in an increase in purchases. The salaries increased due to an increase in headcount.
(*) Includes amounts written off on inventory for the amount of EUR 2,697,962 and reversal of amounts written off in previous year for EUR
2,962,918. Inventory movement of 2016 (increase) for the amount of EUR 12,781,056 as part of the total cost of sales

T.RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses include the following expenses:

in Euro

December 31+ 2016 2015
Salaries 34,080,735 | 29,408,496
Depreciation and amortization 5,876,337 4,516,485
External services 11,444,562 11,160,784
Prototype wafers 2,150,340 1,982,954
Fees 3,268,553 3,237,190
Other 7,168,847 6,431,144
Total 63,989,373 | 56,737,053

Due to anincrease in headcount the expenses for salaries increase.

U. GENERAL AND ADMINISTRATIVE EXPENSES

General and administration expenses include the following expenses:

in Euro

December 31+ 2016 2015
Salaries 6,082,953 5,579,230
Depreciation and amortization 2,585,060 2,173,503
External services 4,011,486 3,836,459
Fees 1,465,159 1,295,523
Other 6,798,831 6,205,264
Total 20,943,489 | 19,089,980
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V.SELLING EXPENSES
Selling expenses include the following expenses:

in Euro
December 31+ 2016 2015
Salaries 5,204,686 5,029,911
Depreciation and amortization 141,856 79,579
Commissions 1,196,624 1,136,798
Other 3,013,939 2,443,697
Total 9,557,105 8,689,985

W. PERSONNEL EXPENSES AND AVERAGE NUMBER OF EMPLOYEES

in Euro
December 31+ 2016 2015
Wages and salaries 66,136,240 57,906,555
Total 66,136,240 | 57,906,555

The average number of employees was 1,181 in 2016 and 1,054 in 2015.

Key management personnel compensation

For more detail on compensation of key management, see chapter 8.

X.DEPRECIATION AND AMORTIZATION EXPENSES

Depreciation and amortization include the following expenses:

in Euro

December 31 2016 2015
Cost of sales 17,268,348 16,039,822
Research and development 5,876,337 4,516,485
General and administration 2,585,060 2,173,503
Selling 141,856 79,579
Total 25,871,601 | 22,809,389

Y. OTHER OPERATING INCOME (NET)

in Euro

December 31+ 2016 2015
Other operating income 310,581 -
Total 310,581 -
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The Group disposed of one office building in 2016.
A gain of EUR 310,581 was recognized on the sale of the
building.
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Z.NET FINANCIAL RESULT

in Euro

December 31 2016 2015
Financial income 6,098,166 9,589,633
Interest income 171,826 360,583
Exchange differences 5,204,682 8,753,939
Result on financial instruments excluding fair value adjustments - -
Fair value adjustment FX swaps 293,807 41,113
Fair value adjustment Inflation swaps 427,638 408,630
Dividends - -
Other 214 25,368
Financial charges (7,391,100) | (7,720,932)
Interest charges (443,203) (464,247)
Bank charges (116,541) (115,014)
Exchange differences (6,085,498) (6,470,626)
Result on financial instruments excluding fair value adjustments (687,810) (591,566)
Fair value adjustment FX swaps - -
Fair value adjustment Inflation swaps - -
Other (58,048) (79,480)
Net financial results (1,292,934) 1,868,702
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The income tax expenses can be broken down as follows:

in Euro

December 31+ 2016 2015
Current tax expenses 29,983,242 8,075,186
Deferred tax expenses (13,164,254) 2,326,408
Total 16,818,988 | 10,401,594

Intra-group transactions resulted in intangible assets in
the Melexis Technologies NV, Melexis Technologies SA and
Melexis Bulgaria Ltd statutory (standalone) financial state-
ments. These assets, although eliminated in consolidated
figures, result in tax deductible amortization charges in
the hands of these companies. Deferred tax effects linked
to these transactions could amount to approximately EUR
12.8 million at year end 2016.

As Melexis during recent years became a more mature
organization with a steady track record of successful de-
velopment projects (resulting in successful products) the
Board of Directors as from financial year 2016 deemed
it expedient to start capitalizing research and develop-
ment efforts in Melexis Technologies NV’s standalone/tax
financial statements. Such approach is found to be a best
practice approach from a Belgian accounting and tax per-
spective. Deferred tax effects linked thereto amount to ap-
proximately EUR 10.1 million at year end 2016.

Added to deferred tax effects linked to available tax offsets
carried forward in the hands of Melexis Technologies NV
and Melefin NV and deferred tax effects resulting from
among others fair value adjustments related to financial
instruments, the maximum amount of deferred tax assets
to be recognized amounts to EUR 30.5 million at year end
2016.

Melexis

As in previous years, the company assessed to what extent
it is probable that this positive tax effect will effectively
be realized in the future. In this respect, the Board of Di-
rectors in particular took into account the uncertainties
related to the rapid technological evolutions in the sector,
the highly competitive market as well as the fact that the
company only has short-term contracts with its customers.
Different from previous years, the Board of Directors in
its judgement extended its horizon from 1 year to 3 years.
Taking into account these considerations, the Board of Di-
rectors decided to recognize as per December 31st, 2016
a cumulative deferred tax asset of EUR 23,969,703. Ac-
cordingly, the unrecognized deferred tax asset amounts to
approximately EUR 6.5 million at year end 2016.

Consolidated figures show acurrenttaxreceivable amount-
ing to EUR 338,985 and a current tax liability amounting
to EUR 30,160,447. The most important components of
the current tax liability are the Belgian corporate income
tax owed by Melexis Technologies NV for the financial year
2015 amounting to EUR 3.2 million and the estimated Bel-
gian corporate income tax owed by Melexis NV and Melexis
Technologies NV for the financial year 2016 amounting to
EUR 23.3 million. Higher current tax is among others due
to aforementioned capitalization of research and develop-
ment efforts in standalone/tax accounts only as well as to
the gradual decline in tax attributes carried forward.



Components of deferred tax assets are as follows:
in Euro

CI.1arged £ Charged to
Jan 1st, 2016 income e Dec 31st, 2016
statement
Tax amortization charges 9,470,000 12,500,450 - 21,970,450
Fair value adjustments to financial instruments 344,554 (245,219) - 99,335
Tax losses carried forward 650,000 879,550 - 1,529,550
Fair value adjustments to hedge accounting 191,509 - (75,130) 116,379
Miscellaneous 220,516 33,473 - 253,989
Total 10,876,579 13,168,254 (75,130) 23,969,703
Reconciliation of the expected tax expenses and the consolidated income taxes is as follows:
in Euro
December 31+ 2016 2015
Income before taxes 113,075,871 | 109,473,076
Expected taxes at domestic rate 38,434,488 37,209,898
Effective taxes 16,818,988 10,401,594
Difference to be explained (21,615,500) | (26,808,304)
Explanation of the difference
Difference in foreign tax percentages and other tax regimes (2,240,045) (1,208,338)
Effect of IP amortization 2,622,859 | (8,282,764)
Fair value adjustments to financial instruments 245219 113,738
Tax effect of non-deductible items 352,862 232,967
Tax effect of non-taxable income (320,732) (192,893)
Tax effect of patent income deduction (7,008,033) (6,983,613)
Tax effect of notional interest deduction (4,612,049) (9,014,934)
Tax effect of investment deduction (2,193,452) (2,939,100)
Tax losses carried forward (650,663) (674,042)
Current tax adjustments relating to prior years 1,177,186 (510,995)
Miscellaneous 4,476,976 49,074
Unrecognized deferred tax assets for the current period (52,154) 389,925
Change of recognition of deferred tax assets (decrease +/ increase - ) (13,413,474) 2,212,671
Total (21,615,500) | (26,808,304)
Difference 0 (0)
Melexis Ar
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AB. OPERATING SEGMENTS

Business Segments

Melexis products and production processes that are regu-
larly evaluated by the chief operating decision maker have
only one operating segment. Operating decisions are taken
for each individual product during a committee lead by the
CEQ, based on performance assessments.

Information about transactions

with major customers

The following table summarizes sales per customer for the
10 most important customers. It consists of the sales to
end customers and not to subcontractors or distributors.

Information about geographical areas

The Melexis group’s activities are conducted predominant-
ly in EMEA (Europe, Middle-East and Africa), APAC (Asia
Pacific) and NALA (North and Latin America).

in Euro

in%

December 31 2016 2015
Customer A 17 18
Customer B 8 7
Customer C 6 6
Customer D 5 4
Customer E 4 4
Customer F 3 3
Customer G 3 3
Customer H 3 3
Customer | 2 2
Customer J 2 2
Total 52 53

The origin of all revenue is in Belgium, as the invoicing enti-
ty is located in Belgium.

Europe,

December 31st, 2016 Middle East N?rth and. e Asia Pacific Total
A in America
and Africa
Revenue by origin 456,284,990 - - 456,284,990
Non-current assets 119,317,943 280,019 8,005,017 127,602,979
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in Euro

S, North and Lat-

December 31st, 2015 Middle East . . Asia Pacific Total
. in America
and Africa
Revenue per origin 400,135,935 - - 400,135,935
Non-current assets 101,688,661 312,000 6,629,808 108,630,469

Due to the fact that the production sites are mainly locat-
ed in Europe, the assets are also centralized in Europe (see

table above).

The following table summarizes sales by destination, deter-
mined by the customer’s billing address:

47% Asia Pacific
39% Europe, Middle East and Africa

14% North and Latin America

Melexis Annual Report 2016



In Euro

December 31+ 2016 2015

Europe, Middle East and Africa 180,416,439 | 159,547,540
Germany 80,002,845 70,991,866
France 12,628,813 | 11,571,558
United Kingdom 12,150,566 | 11,286,085
Poland 11,784,668 9,784,860
Switzerland 10,088,448 7,681,199
Ireland 4,302,896 4,599,118
Czech Republic 4,793,719 3,044,865
Austria 13,925,962 | 14,581,128
Netherlands 1,899,099 1,190,535
Romania 9,928,016 9,265,644
Bulgaria 3,054,849 2,466,749
Spain 852,691 941,897
South Africa 1,941,882 2,526,753
Hungary 5,832,591 4,654,359
Italy 3,729,811 2,512,624
Other 3,499,583 2,448,300
North and Latin America 62,654,508 56,615,200
United States 42,271,285 | 39,243,371
Canada 5,667,079 2,502,435
Mexico 14,614,993 14,754,797
Brazil 101,150 114,597
Asia Pacific 213,214,043 | 183,973,196
Japan 33,329,814 | 32,310,736
China 48,438,035 | 39,464,476
Hong Kong 29,656,221 | 19,644,124
Thailand 56,601,542 | 51,485,509
Korea 25,494,482 | 22,335,883
Philippines 5,457,649 5,278,672
Taiwan 7,391,617 7,988,090
India 1,532,883 1,338,940
Other 5,311,800 4,126,766
Total 456,284,990 | 400,135,935
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AC.RELATED PARTIES

1. Shareholders’ structure and identification of major related parties
Melexis NV is the parent company of the Melexis group that includes following entities and branches which have been

consolidated:

Melexis Inc

US entity

Melexis GmbH

German entity

Melexis Bulgaria Ltd.

Bulgarian entity

Melexis BV

Dutch entity

Melexis Ukraine

Ukrainian entity

Melexis Technologies SA

Swiss entity

Melexis NV French branch

French branch

Sentron AG Swiss entity
Melefin NV Belgian entity
Melexis Technologies NV Belgian entity

Melexis NV Philippine branch

Philippine branch

Melexis Japan

Japanese entity

Melexis NV Hong Kong

Chinese branch

Melexis Electronic Technology Co. Ltd

Chinese entity

Melexis Switzerland SA

Swiss entity

Melexis (Malaysia) Sdn. Bhd.

Malaysian entity

Melexis Technologies NV (Malaysian) branch

Malaysian branch

Melexis Dresden GmbH

German entity

The shareholders of Melexis NV are as follows:

o Xtrion NV owns 53.58% of the outstanding Melexis
shares. The shares of Xtrion are controlled directly and/
or indirectly by Mr. Roland Duchatelet, Mr. Rudi De
Winter and Mrs. Francoise Chombar who are all direc-
tors at Melexis NV.

o ElexNVis 99.9% owned by Mr. Roland Duchételet. One
share is held by Mr. Roderick Duchatelet.

o Xtrion NV owns 61.43% of the outstanding shares of
X-FAB Silicon Foundries SE, producer of wafers, which
are the main raw materials for the Melexis products.
X-FAB Silicon Foundries SE sells the majority of its prod-
ucts also to third parties.

o Melexis, as in prior years, purchases part of its test
equipment from the XPEQT Group. XPEQT Group de-
velops, produces and sells test systems for the semicon-
ductor industry. XPEQT Group is owned by Xtrion NV

for 99.99%. One share is held by Mrs Francoise Chom-
bar and one share is held by Mr Roland Duchételet.

o Xtrion NV owns 90% of the outstanding shares of X-Cel-
ePrint Ltd.

o Xtrion NV owns 55% of the outstanding shares of Mi-
crogen Systems Inc.

o Xtrion NV owns 24% of the outstanding shares of An-
vo-Systems Dresden GmbH

o Elex NV owns 99.9% of the outstanding share of
Fremach Group

o Please refer to chapter 8.7 for potential conflicts of in-
terest.
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2. Outstanding balances at year-end
As of December 31st 2016 and 2015, the following balances were outstanding:

Receivables
December 31 2016 2015
On Elex 3,630 3,630
Xtrion 4,598 4,598
Fremach Group 33,563 16,380
Xfab group 267,574 1,578,427
Xpeqt group 16,283 30,305
Anvo-Systems Dresden 92,622 365,898
Total 418,270 1,999,238
Payables
December 31 2016 2015
On Elex 62 41,794
Xtrion 157,073 65,665
Fremach Group (4) (4)
Xfab group 12,734,813 8,640,193
Xpeqt group 1,661,315 1,958,423
Anvo-Systems Dresden (2,123) 33,536
Other 32 51,196
Total 14,551,168 | 10,790,802
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3. Transactions during the year
Sales/ purchases of goods and equipment

In the course of the year, following transactions have taken place:

December 31+ 2016 2015
Sales to
Fremach Group (mainly IC's)* 109,443 492,524
Xpeqt group 1,040 1,040
*IC’s: Integrated Circuits
December 31+ 2016 2015
Purchases from
Xfab group (mainly wafers) 156,908,894 | 122,896,023
Xpegt group (mainly equipment and goods) 13,234,684 10,545,394
Xtrion (mainly IT infrastructure) 169,803 324,234
X-CelePrint 90,500 1,800,000
Anvo-Systems Dresden 2,614 -
Sales/purchases of services
December 31 2016 2015
Sales to
Elex (mainly R&D services and rent) 37,211 37,209
Xpeqt group (infrastructure office building) 186,176 172,047
Xtrion (infrastructure office building) 45,600 47565
Xfab group 680,476 567,178
Anvo-Systems Dresden 132,369 139,874
December 31 2016 2015
Purchases from
Xtrion NV (mainly IT and related support) 1,132,270 1,046,902
Elex NV (mainly IT and related support) 144,157 165,188
Xpeqt group 2,327,791 1,808,179
Xfab group 2,804,698 2,315,922
Anvo-Systems Dresden 984,162 649,150
X-CelePrint 161,782 105,000

The Board of Directors and the Audit Committee have re-
viewed and analyzed the major transactions and conclud-
ed that these transactions are within the normal course of

business and that there are sufficient elements to conclude
that the remuneration is based on arm’s length principles

AD. REMUNERATION OF BOARD OF DIRECTORS
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In accordance with the company’s bylaws, directors can be
remunerated for their mandate. The independent directors
or entity that they represent, have received in total EUR
45,000 remuneration and EUR 12,960 expenses during
2016. The other directors are not remunerated.

Net earnings per share are calculated by dividing the net
result for the period attributable to ordinary sharehold-
ers of EUR 96,256,883 in 2016 and EUR 99,071,482 in
2015 by the weighted average number of ordinary shares
outstanding during the period (40,400,000 in 2016 and
40,400,000in 2015).

The average number of ordinary shares outstanding dilut-
ed and non-diluted are the same.

No material share transactions or potential share transac-
tions occurred after the balance sheet date.

On February 3th, 2017 the Board of Directors agreed to
propose at the Annual Shareholder meeting to pay out over
the result of 2016 a total dividend of EUR 2.00 gross per
share. This amount contains an interim dividend of EUR
1.30 per share which was paid in October 2016 and a final
dividend of EUR 0.70 per share which will be payable after
approval of the Annual Shareholder meeting.

Purchase commitments

As of December 31st, 2016 the company had purchase
commitments for tangible fixed assets amounting to EUR
1,811,611 mainly related to test equipment for the pro-
duction sites.

Melexis

Operating leases relate to leases of company cars and of-
fice material with lease terms of 5 years. The group does
not have an option to purchase the leased company cars
and office material at the expiry of the lease periods.

Payments recognized as an expense

December 31 2016 2015
Company cars 121,650 111,600
Office equipment 23,300 22,080
Total 144,950 133,680
Operating lease commitments
December 31+ 2016
< lyear 147,700
>1 year <5 years 332,100
>5years -
Total 479,800

No business combinations in 2016.

(1) Melexis is involved in a patent claim because AMS AG
is seeking compensation for P related to a patent on mag-
netic angle sensing they acquired. The court in Diisseldorf
(1st instance) has judged in favor of AMS AG against which
Melexis has lodged an appeal with the Higher Regional
Court of Disseldorf. Moreover, in March 2010 on the ba-
sisof prior art, Melexis initiated a claim against the AMS AG
patent with the Federal Patent Court in Munich, the only
competent German court for judging patent validity. As a
consequence, the appeal with the Higher Regional Court
of Dusseldorf was postponed. On December 9, 2010 the
Court rendered its verdict on this patent nullity case. In 1st
instance, the Court declared all attacked patent claims as
null and invalid based on the prior art submitted by Melexis.
The invalidation of all relevant claims of the AMS AG patent
takes away the basis for the earlier judgment in the parallel
patent infringement case judged in Disseldorf. However, in
May 2014, the patent nullity claim, against which AMS AG
lodged an appeal in the Federal Supreme Court of Karls-
ruhe was judged against Melexis. As a result, the claim in



appeal with the Higher Regional Court of Dusseldorf has
been reopened. The hearing is expected in November
2017, the final verdict early 2018.

AJ. AUDITOR’S SERVICES

On a consolidated basis, the audit fees and audit-related
fees required by law amounted to:

o Audit fees EUR 125,000;

o Otherservices EUR 14,000.

AK.RESERVES POST-RETIREMENT BENEFITS
Contributions to defined contribution pension schemes
are charged to the consolidated statement of comprehen-
sive income in the year to which they relate. The contribu-
tions to defined contribution schemes amounted to EUR
627,704 in 2016 compared to EUR 658,209 in 2015.

AM. LIST OF SUBSIDIARIES CONSOLIDATED

The company’s employees in Belgium participate in defined
contribution plans, funded through a group insurance. The
employer contributions paid to the group insurance are
based on a fixed percentage of the salary. By law, employers
are required to provide an average minimum guaranteed
rate of return over the employee’s career, currently equal
to 3.75% on employee contributions and 3.25% on employ-
er contributions. Since the minimum guaranteed reserves
were entirely covered by plan assets by the insurance com-
pany, no amounts were recognized in the statement of fi-
nancial position at December 31,2015 and 2016.

AL.SUBSEQUENT EVENTS
There are no subsequent events that have a material effect
on these financial statements.

Subsidiary inc::':‘:':tfion Principal activities oi‘: ::r'::tip
Melexis Inc. USA R&D, Marketing & Sales support 100%
Melexis GmbH Germany R&D + Test operations 100%
Melexis Ukraine Ukraine R&D 100%
Melexis Bulgaria Ltd. Bulgaria R&D + Test operations 100%
Melexis BV The Netherlands R&D 100%
Sentron AG Switzerland R&D 100%
Melefin NV Belgium Treasury 99.9%
Melexis Technologies NV Belgium R&D 99.9%
Melexis Technologies SA Switzerland R&D 99.9%
Melexis Japan Japan Marketing & Sales support 100%
Melexis Electronic Technology Co.Ltd | China (Shanghai) Marketing & Sales support 100%
Melexis Switzerland SA Switzerland Holding 100%
Melexis (Malaysia) Sdn. Bhd. Malaysia Test operations 100%
Melexis Dresden GmbH Germany R&D 100%
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An investment in shares involves certain risks. Prior to
making any investment decision, prospective purchasers
of shares should consider carefully all of the information
set forth in this annual report and, in particular, the risks
described below. If any of the following risks actually occur,
the company’s business, results of operations and financial
condition could be materially adversely affected. Except for
the historical information in this annual report, the discus-
sion contains certain forward-looking statements that in-
volve risks and uncertainties such as statements regarding
the company’s plans, objectives, expectations and inten-
tions. The cautionary statements made in this annual re-
port should be read as being applicable to all forward-look-
ing statements wherever they appear in this annual report.

a. Risks related to the company

The company’s business and prospects must be consid-
ered in light of the risks, uncertainties, expenses and dif-
ficulties frequently encountered by companies active in
new and rapidly evolving markets, such as the semicon-
ductor market. To address these risks and uncertain-
ties, the company must, among other things: (1) increase
market share; (2) enhance its brand; (3) implement and
execute its business and marketing strategy successful-
ly; (4) continue to develop and upgrade its technology;
(5) respond to competitive developments; and (6) attract,
integrate, retain and motivate qualified personnel. There
can be no assurance that the company will be successful in
accomplishing any or all of these things, and the failure to
do so could have a material adverse effect on the company’s
business, result of operations and financial condition.

As a result of the rapidly evolving markets in which it com-
petes, the company may be unable to forecast its revenues
accurately.

The company’s current and future expense levels are
based largely on its investment plans and estimates of fu-
ture revenues. Sales and income from operations generally
depend on the volume and timing of, and ability to fulfill,
orders received, which are difficult to forecast. The com-
pany may be unable to adjust its expenditures in a timely
manner to compensate for any unexpected revenue short-
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fall. Accordingly, any significant shortfall in revenues in re-
lation to the company’s planned expenditures would have
an immediate adverse effect on the company’s business,
income from operations and financial condition. Further,
in response to changes in the competitive environment,
the company may from time to time make certain pricing,
service or marketing decisions that could have a material
adverse effect on the company’s business, result of opera-
tions and financial condition.

The company is subject to risks of currency fluctuations
to the extent that its revenues are received in currencies
other than the currencies of the company’s related costs.
Fluctuations in the value of the Euro against an investor’s
currency of investment may affect the market value of
the shares expressed in an investor’s currency. Such fluc-
tuations may also affect the conversion into US dollars of
cash dividends and other distributions paid in Euros on the
shares.

Please refer to the foreign currency risk in chapter 7.9.5
AO of Melexis’ Annual Report for more information about
the impact of foreign currencies.

The company is subject to risks of financial losses on invest-
ments in marketable securities and short term deposits.

To manage future growth effectively, the company must
enhance its financial and accounting systems and controls,
further develop its management information systems, in-
tegrate new personnel and manage expanded operations.
The company’s failure to manage its growth effectively
could have a material adverse effect on the quality of its
products and services, its ability to retain key personnel
and its business, operating result and financial condition.

As apart of its growth strategy, the company regularly eval-
uates potential acquisitions of businesses, technologies
and product lines. Announcements concerning potential
acquisitions and investments could be made at any time.

Future acquisitions by the company may result in the use
of significant amounts of cash, potentially dilutive issuing of



equity securities, incurrence of debt and amortization ex-
penses related to goodwill and other intangible assets, each
of which could materially and adversely affect the compa-
ny’s business, result of operation and financial condition or
negatively affect the price of the shares. Should the compa-
ny’s future acquisitions operate at lower margins than those
that exist for the company’s present services and products,
they may further limit the company’s growth and place a
significant strain on its business and financial resources.
In addition, acquisitions involve numerous risks, including
difficulties in the assimilation of the operations, technolo-
gies, products and personnel of the acquired company, the
diversion of management’s attention from other business
concerns, risks of entering markets in which the company
has no, or limited, direct prior experience and potential loss
of key employees of the acquired company. While the com-
pany has had discussions with other companies, there are
currently no commitments or agreements with respect to
any potential acquisition. In the event that such an acquisi-
tion does occur, there can be no assurance that the compa-
ny’s business, result of operations and financial condition,
and the market price of the shares, will not be materially
adversely affected.

The company’s performance is substantially dependent
on the performance and continued presence of its senior
management and other key personnel. The company’s per-
formance also depends on the company’s ability to retain
and motivate its other officers and employees. The loss of
the services of any of the company’s senior management or
other key employees could have a material adverse effect
on the company’s business, result of operations and finan-
cial condition.

The company’s future success also depends on its ability to
identify, attract, hire, train, retain and motivate other highly
skilled technical, managerial, marketing and customer ser-
vice personnel. Competition for such personnel is intense,
and there can be no assurance that the company will be
able to attract, integrate or retain sufficiently qualified per-
sonnel. The failure to retain and attract the necessary per-
sonnel could have a material adverse effect on the compa-
ny’s business, result of operations and financial condition.

The company’s products may contain undetected defects,
especially when first released that could adversely affect
its business. Despite rigorous and extensive testing, some
defects may be discovered only after a product has been
installed and used by customers. Any defects discovered
after commercial release could result in (1) adverse public-
ity; (2) loss of revenues and market share;

(3) increased service, warranty or insurance costs; or (4)
claims against the company. Any of the foregoing could
have a material adverse effect on the company’s business,
result of operations and financial condition.

The majority of sales to the large automotive accounts are
generated by direct sales people. However, over time, in-
creasingly more sales of ASSP’s have been generated via
the representative and distribution network of Melexis.
As the majority of the Melexis ASSP products are unique,
the end customers are still dependent on Melexis and not
on the representative or distributor that they are working
with.

Every distributor or agent or distribution method may in-
volve risks of unpaid bills, idle inventories and inadequate
customer service. Any of the foregoing could have a ma-
terial adverse effect on the company’s business, result of
operations and financial condition.

The semiconductor industry is characterized by frequent
claims alleging the infringement of patents and other in-
tellectual property rights. Thus, the company may receive
communications or claims from third parties asserting pat-
ents or other intellectual property rights on certain tech-
nologies or processes used by the company. In the event
any third party claim were to be valid, the company could
be required to discontinue using certain processes or tech-
nologies or to cease the use and sale of infringing products,
to pay damages and to acquire licenses to the allegedly in-
fringed technology or develop non-infringing technologies.
The company’s business, financial condition and result of
operations could be materially and adversely affected by
any such development.
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The company has already obtained patent protections and
expects to file additional patent applications when appro-
priate to protect certain of its proprietary technologies.
The company also protects its proprietary information and
know-how through the use of trade secrets, confidentiali-
ty agreements and other measures. The process of patent
protection can be expensive and time consuming. There
can be no assurance that patents will be issued for appli-
cations or that, if patents are issued, they will not be chal-
lenged, invalidated or circumvented, or that rights granted
thereunder will provide meaningful protection or other
commercial advantage to the company. Likewise, there can
be no assurance that the company in the future will be able
to preserve any of its other intellectual property rights.
Melexis is currently involved in a court case with another
company related to IP infringement. More information can
be found in note 7.9.5 Al Litigation of Melexis’ Annual Re-
port.

Melexis receives on a regular basis claims from customers
and competitors. The company uses all possible resources
to limit the risk for the company. More information on the
pending claims can be found in note 7.9.5 Al Litigation of
Melexis’ Annual Report.

Melexis’ biggest customer accounts for 17% of total sales.
No other customers have sales over 10% of total sales. For
the year ended December 31st, 2016, the 10 most impor-
tant customers accounted for 52% of total sales (cfr. Note
7.9.5.AB).

The main shareholder holds 53.58% of the company’s is-
sued and outstanding ordinary shares. As a result, this
shareholder, through the exercise of his voting rights, has
the ability to significantly influence the company’s man-
agement and affairs and all matters requiring shareholder
approval, including the election of directors and approval
of significant corporate transactions. In addition, some de-
cisions concerning the company’s operations or financial
structure may present conflicts of interest between the
company and this shareholder. For example, if the company
is required to raise additional capital from public or private
sources to finance its anticipated growth and contemplated
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capital expenditures, its interests might conflict with those
of these shareholders with respect to the particular type
of financing sought. In addition, the company may have an
interest in pursuing acquisitions, divestitures, financings, or
other transactions that, in management's judgment, could
be beneficial to the company, even though the transactions
might conflict with the interests of this shareholder. Like-
wise, this shareholder has contractual and other business
relationships with the company from time to time. Although
it is anticipated that any such transactions and agreements
will be on terms no less favorable to the company than it
could obtain in contracts with unrelated third parties, con-
flicts of interest could arise between the company and this
shareholder in certain circumstances.

For the required information with respect to the potential
conflicts of interest please refer to the related parties in
chapter 8.7 of Melexis’ Annual Report.



b. Risks related to the business

The semiconductor industry is characterized by rapid
technology change, frequent product introductions with
improved price and/or performance characteristics, and
average unit price erosion. These factors could have a ma-
terial adverse effect on the company’s business and pros-
pects.

The automotive semiconductor market is very different
from other segments of the semiconductor market. In par-
ticular, technological requirements for automotive semi-
conductors differ significantly as automotive electronics
must withstand extreme conditions, including very hot and
cold temperatures, dry and humid weather conditions and
an environment subject to dust, oil, salt and vibration. In
addition and unlike the situation in other segments of the
semiconductor market, the supply voltage to automotive
semiconductors originating from a car’s battery will vary
strongly in practice (between 6,5 and 24 volts). As a result
these factors make automotive semiconductor product de-
signand, in particular, testing, difficult when compared with
other semiconductor markets.

The company currently competes with a number of other
companies. These companies could differ for each type of
product. The company’s competitors include, among oth-
ers, Allegro Microsystems, Analog Devices, Atmel, AMS,
Elmos, Honeywell, Infineon Technologies, TDK (Micronas),
NXP, ST Microelectronics.

The company believes that the principal competitive fac-
tors in its market are technological know-how, human re-
sources, new product development, a close relationship
with the leading automotive original equipment manufac-
turers and to a lesser extent with the car manufacturers.

The company’s current and potential competitors could have
longer operating histories, greater brand recognition, access
to larger customer bases and significantly greater financial,
technical, marketing and other resources than the company.
As a result they may be able to adapt more quickly to new
or emerging technologies and changes in customer require-
ments or to devote greater resources to the promotion and
sale of their products than the company.

There can be no assurance that the company will be able
to compete successfully against current and future com-
petition. Further, as a strategic response to changes in the
competitive environment, the company may, from time
to time, make certain pricing, service and marketing de-
cisions or acquisitions that could have a material adverse
effect on its business, results of operations and financial
condition.

New technologies and the expansion of existing tech-
nologies may increase the competitive pressures on the
company by enabling its competitors to offer a lower cost
service or a better technology. There can be no assurance
that any current arrangements or contracts of the compa-
ny will be renewed on commercially reasonable terms.

Any and all of these events could have a material adverse
effect on the company’s business result of operations and
financial condition.

The semiconductor market is characterized by rapidly
changing technology, frequent new product announce-
ments, introductions and enhancements to products, and
average unit price erosion. In the automotive semiconduc-
tor market the active product life cycle is approximately 5
to 10 years.

Accordingly, the company’s future success will depend
on its ability to adapt to rapidly changing technologies, to
adapt its products and services to evolving industry stand-
ards and to improve the performance, features and relia-
bility of its products and services in response to compet-
itive product and service offerings and evolving demands
of the marketplace. The failure of the company to adapt
to such changes would have a material adverse effect on
the company’s business, result of operations and financial
condition.

The vast majority of the company’s products are manu-
factured and assembled by foundries and subcontract
manufacturers under a “fabless” model. This reliance
upon foundries and subcontractors involves certain risks,
including potential lack of manufacturing availability, re-
duced control over delivery schedules, the availability of
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advanced process technologies, changes in manufacturing
yields, dislocation, expense and delay caused by decisions
to relocate manufacturing facilities or pro-

cesses, and potential cost fluctuations.

During downturns in the semiconductor economic cycle,
reduction in overall demand for semiconductor products
could financially stress certain of the company’s subcon-
tractors. If the financial resources of such subcontractors
are stressed, the company may experience future product
shortages, quality assurance problems, increased manu-
facturing costs or other supply chain disruptions.

During upturns in the semiconductor cycle, it is not always
possible to respond adequately to unexpected increases in
customer demand due to capacity constraints. The com-
pany may be unable to obtain adequate foundry, assembly
or test capacity from third-party subcontractors to meet
customers’ delivery requirements even if the company ad-
equately forecasts customer demand.

Alternatively, the company may have to incur unexpected
costs to expedite orders in order to meet unforecasted
customer demand. The company typically does not have
supply contracts with its vendors that obligate the vendor
to perform services and supply products for a specific pe-
riod, in specific quantities, and at specific prices.

The company’s foundry and assembly subcontractors typi-
cally do not guarantee that adequate capacity will be avail-
able within the time required to meet customer demand for
products. In the event that these vendors fail to meet re-
quired demand for whatever reason, the company expects
that it would take up to twelve months to transition perfor-
mance of these services to new providers. Such a transition
may also require qualification of the new providers by the
company’s customers or their end customers, which would
take additional time. The requalification process for the en-
tire supply chain including the end customer could take sev-
eral years for certain of the company’s products.

Melexis sources the majority of its wafers from a related
party (cfr. also Related Parties in Chapter 7), but sources
also from 2 Asian wafer fabs to reduce the risk of depend-
ency on one supplier. For the packaging services, Melexis
sources from several Asian vendors.

A Melexis

c. Risks related to the trading on Euronext

The trading price of the company’s shares has been and
may continue to be highly volatile and could be subject to
wide fluctuations in response to factors such as actual or
anticipated variations in the company’s quarterly operat-
ing results, announcements of technological innovations,
or new services by the company or its competitors, chang-
es in financial estimates by securities analysts, conditions
or trends in semiconductor industries, changes in the
market valuations of companies active in the same mar-
kets, announcements by the company or its competitors
of significant acquisitions, strategic relationships, joint
ventures or capital commitments, additions or departures
of key personnel, sales of shares or other securities of the
company in the open market and other events or factors,
many of which are beyond the company’s control. Further,
the stock markets in general, and Euronext, the market for
semiconductor-related and technology companies in par-
ticular, have experienced extreme price and volume fluctu-
ations that have often been unrelated or disproportionate
to the operating performance of such companies. These
broad market and industry factors may materially and ad-
versely affect the market price of the company’s shares,
irrespective of the company’s operating performance.



AO. SENSITIVITY ANALYSIS ON FINANCIAL RISK
Melexis is mainly sensitive to foreign currency and interest
rate risk.

Foreign currency risk
The group has transactional currency exposures. Such ex-
posure arises from sales or purchases by an operating unit

in currencies other than the unit’s functional currency, es-
pecially in USD. In 2016 approximately 60% of the group’s
sales are denominated in USD and approximately 55% of
the group’s costs are denominated in USD.

The following table demonstrates the sensitivity to a reasonably possible change in the EUR/USD exchange rate, with all other

variables held constant of the Group's result before tax.

Increase/Decrease
in EUR/USD rate

FY 2016

Reference rate: 1.109 (average FY 2016)

Effect on profit or loss before taxes
(in EUR)

+0.05(1.159) (3,609,923)
-0.05(1.059) 3,950,803
At December 31st, 2016, the following financial assets and liabilities were present, shown in USD and CHF:
31Dec 16 (USD) 31 Dec 16 (CHF)
Financial assets 51,974,666 781,059
Cash and cash equivalents 6,179,374 775,137
Trade and other receivables 45795291 5,922
Financial liabilities 17,007,932 939,971
Trade and other payables 17,007,932 789,971
Loans and borrowings 150,000

Anincrease/decrease of the EUR/USD rate of +/- 500 base
points (reference rate = 1.05) would have an impact on the
balance sheet value of -1,500,554 EUR/ +1,649,908 EUR
at 31 December 2016.

An increase/decrease of the EUR/CHF rate of +/- 500 base
points (reference rate = 1.07) would have an impact on the
balance sheet value of +6,595 EUR/-7,239 EUR at 31 De-
cember 2016.

The portion of other non-functional currencies (other than
USD and CHF) is not material.
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The group’s exposure to the risk of changes in market in-
terest rates relates primarily to the group’s long-term debt
obligations with floating interest rates.

At December 31st, 2016 approximately 100% of the
group’s borrowings are at a floating rate of interest. In or-
der to hedge the interest rate risk, Melexis is using interest
rate derivatives.

The following table demonstrates the sensitivity of the
group’s financial result to a reasonably possible change in
interest rates (through the impact on floating rate borrow-
ings), with all other variables held constant.

The calculation is based on outstanding debt at year end
and assumes an increase/decrease of the interest rate on
the whole interest rate curve.

Increase/Decrease Effect on financial result (in EUR)
FY 2016 in base points excluding derivatives including derivatives
+15 (22.710) (210)
-15 22.710 210
Melexis



Financial risk management

Melexis operates internationally, which could give an expo-
sure to market risks from changes in interest and foreign
exchange rates. Melexis uses derivative financial instru-
ments to manage the foreign exchange risks, interest risks
and inflation risks.

Risk management policies have been defined on group lev-
el, and are carried out by the local companies of the group.

The group has no significant concentration of credit risk
with any single counterparty or group of counterparties
having similar characteristics. The group has a policy to en-
sure that sales are only made to new and existing custom-
ers with an appropriate credit history.

The group does use derivatives to manage interest rate
risks of the outstanding bank debt.

The schedule of long-term-debt repayments is disclosed in
Note 7.9.5.N.

The table with outstanding derivatives at year end is dis-
closed in Note 7.9.5.C.

Liquidity risk arises from the possibility that customers
may not be able to settle obligations to the company within
the normal terms of trade. To manage the risk the company
periodically assesses the financial viability of customers.

The currency risk of the group occurs due to the fact that
the group operates and has sales in USD. The group uses
derivative contracts to manage foreign exchange risks. The
table with outstanding derivatives at year end is taken up
in Note 7.9.5.C.

Fair value of Financial Instruments

The fair value of foreign exchange contracts is determined
using forward exchange market rates at the balance sheet
date. For all of these instruments, the fair values are con-
firmed to the group by the financial institutions through
which the group has entered into these contracts.

The group’s principal financial instruments not carried at
fair value are cash and cash equivalents, trade receivables,
other current assets, other non-current assets, trade and
other payables, bank overdrafts and long term borrowings.

The carrying amount of cash and cash equivalents and of
bank overdrafts approximates their fair value due to the
short-term maturity of these financial instruments. The
fair value of current investments is calculated by reference
to the market value on the stock exchange on which the
shares are listed.

The fair value of the long-term loans is based on the cur-
rent rates available for debt with the same maturity profile
and approximates their carrying amounts.

Management believes that the exposure to interest rate
risk of financial assets and liabilities as of December 31st,
2016 was minimal since their deviation from their respec-
tive fair values was not significant.
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According to the Royal Decree of 6 June 2010 (B.S.G. 28
June 2010) the 2009 Belgian Code on Corporate Govern-
ance is applicable to all listed companies in Belgium.

The English version of the Code can be found on the web-
site of the Belgian Corporate Governance Committee.

Melexis has aligned its Corporate Governance Charter
with the 2009 Belgian Code on Corporate Governance.
The Corporate Governance Charter can be consulted on
the website of the Company at:
www.melexis.com/en/investors/corporate-governance/
board-of-directors

An overview of the principles and guidelines where Mel-
exis does not comply with the 2009 Belgian Code on Cor-
porate Governance is given in Section 8.11 of this Corpo-
rate Governance Statement
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8.1 SHAREHOLDERS

Melexis seeks to guarantee transparent and clear commu-
nication with its shareholders. Active participation of the
shareholders is encouraged by Melexis.

In order to achieve this goal, the shareholders can find all
the important and relevant information on Melexis’ web-
site. Melexis publishes the annual reports, half year re-
ports, statutory reports, quarterly results and the financial
calendar on its website in the section “Investor Relations”
Melexis realizes that the publication of these reports and
information benefits its trust-based relationship with its
shareholders and other stakeholders.

Furthermore, Melexis is committed to guaranteeing share-

holder rights.

o Shareholders can submit questions to the company (at
the latest six days) prior to the annual general meeting
of shareholders in order to have those questions an-
swered during the general meeting;

o At the latest 30 days prior to the general meeting, the
agenda and other relevant documents are published on
Melexis’ website;

o Shareholders representing at least 3% of the share cap-
ital have the right to add items and/or resolution pro-
posals to the agenda at the latest 22 days prior to the
general meeting;

e During the general meeting, shareholders have the
right to vote on each item on the agenda. In case they
cannot attend the general meeting, they have the right
to appoint a proxy holder;

o The minutes of the general meeting with the voting
results will be published on Melexis’ website after the
general meeting;



The Board of Directors determines the strategic direction
of Melexis and supervises the state of affairs within Mel-
exis.

The Board of Directors is assisted in its role by an Audit
Committee and a Nomination and Remuneration Commit-
tee. These board committees have an advisory function.
Only the Board of Directors has the decision-making pow-
er.

The daily management of Melexis has been delegated by
the Board of Directors to the Chief Executive Officer, Ms.
Francoise Chombar, who can represent the company by
her sole signature within the framework of the daily man-
agement. For actions that fall outside the scope of the daily
management, Melexis is validly represented by two direc-
tors acting jointly.

The Chief Executive Officer is also the chairman of the
Executive Management. The Executive Management is re-
sponsible for leading Melexis in accordance with the glob-
al strategy, values, planning and budgets approved by the
Board of Directors. The Executive Management is also re-
sponsible for screening the various risks and opportunities
that the company might encounter in the short, medium
or longer term, as well as for ensuring that systems are in
place to identify and address these risks and opportunities.

The Directors of Melexis are:

Composition

In accordance with article 13 of Melexis’ Articles of Associ-
ation, the Board of Directors consists of at least 5 members,
of which at least three members should be independent in
accordance with article 526ter of the Companies Code.

The Board of Directors is composed of at least half non-ex-
ecutive members and at least one executive member. Inde-
pendent directors qualify as non-executive directors.

The directors are appointed by the majority of the votes
cast of the General Meeting for a period of four years. In
the same way the General Meeting may revoke a director
at any time. There is no age limit for directors and directors
with an expiring mandate can be reappointed within the
limits stipulated in the Companies Code.

The Chief Executive Officer is the only member of the
Board of Directors that has an executive mandate. The
Chairman of the Board is Mr. Roland Duchatelet.

The composition of the Board of Directors already takes
into account the Act of July 28th, 2011 which requires that
one third of its members has to be of a different gender as
of January 1st, 2017.

Position

Chairman of the Board Non-executive director

Vice-chairman of the Board Non-executive director (*)

Managing director, CEO

Non-executive and independent director

Non-executive and independent director

Name Age Expiry mandate
Roland Duchatelet 70 2018
Rudi De Winter 56 2018
Francoise Chombar 54 2018
e
Shiro Baba 67 2017
Martine Baelmans 52 2018

Non-executive and independent director

(*) Mr. Rudi De Winter has resigned as member of the Board of Directors as from March 2017.
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Mr. Roland Duchatelet is private shareholder of the compa-
ny since April 1994 and serves as a director ever since. Pri-
or to that date, Mr. Duchételet served in various positions
in production, product development and marketing func-
tions for several large and small companies. He contributed
in the start-up of two other semiconductor manufacturers:
Mietec Alcatel (Belgium) from 1983 to 1985 as business
development/sales manager and Elmos GmbH (Germany)
from 1985 to 1989 as marketing manager. Mr. Duchéatelet
is the co-founder of the parent company of Melexis NV. He
holds a degree as Electronics Engineer, Applied Economics
and an MBA from the University of Leuven.

Mr. Rudi De Winter has been a private shareholder of the
company since April 1994. Since January 2011, he has
been the Chief Executive Officer of X-FAB, a main supplier
and related party to Melexis. Between 1996 and 2010 he
served as the Chief Executive Officer and Managing Direc-
tor of Melexis. Prior to that date, Mr. De Winter served as
a development engineer at Mietec Alcatel (Belgium) from
1984 to 1986 and as a development manager at Elmos
GmbH (Germany) from 1986 to 1989. In 1990, Mr. De
Winter became director together with Mr. Duchételet of
Xtrion NV, the parent Company of Melexis NV. Mr. De Win-
ter holds a degree in Electronic Engineering from the Uni-
versity of Ghent. Mr. De Winter is married to Ms. Chombar,
the Chief Executive Officer and Managing Director.

Ms. Francoise Chombar has served as acting Chief Oper-
ating Officer since 1994. Prior to that date, she served as
planning manager at ElImos GmbH (Germany) from 1986
to 1989. From 1989 she served as operations manager
and director at several companies within the Elex group.
Ms. Chombar became director in 1996. She holds a mas-
ter's degree as Interpreter in Dutch, English and Spanish
from the University of Gent. In 2004 Ms. Chombar was ap-
pointed co-Managing Director and Chief Executive Officer.
After the resignation of Mr. Rudi De Winter, mid February
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2011, as Managing Director and Chief Executive Officer,
Ms. Chombar will continue these functions.

Ms. Jenny Claes has a long career in three different com-
panies and was mainly active in the field of logistics. This
included responsibilities for commercial planning, produc-
tion planning, warehousing, transport, international sales
administration, ICT and quality management. She partic-
ipated in the start up of the European distribution cen-
tre of SKF in Tongeren and held the position of General
Manager of SKF Logistics Services Belgium from the end
of 2003 till the end of 2008. Ms. Claes held the position
of Manager Quality and Business Excellence of SKF Logis-
tics Services worldwide. Ms. Jenny Claes holds a Masters
degree in International Trade.

Mr. Shiro Baba has 38 years professional and management
experience in different fields related to the semiconductor
business. He started his career in 1975 with the semicon-
ductor division of Hitachi. Since 1999 he has held several
general management positions within the Hitachi sem-
iconductor division. From 2003 till 2009 Mr. Baba was
employed by Renesas Technology Corp. amongst others
as general manager of the Automotive Semiconductor
Business Unit and later as Board Director and senior VP.
His last mandate was President & CEO of Hitachi ULSI
Systems Co. before retiring in 2013. Since April 2013 Mr.
Baba has been appointed as independent director of Mel-
exis. Mr. Baba obtained a Master’s degree in Electrical and
Physical Engineering from Tokyo Institute of Technology
and in Electrical Engineering from Stanford University.

Ms. Martine Baelmans started her career at KU (Catholic
University) Leuven in 1987 as assistant at the Division of
Applied Mechanics and Energy Conversion. Since 2006
she is Full Professor at the Faculty of Engineering Sciences
and until mid-2013 she was also vice-rector at this univer-
sity. Ms. Baelmans holds a Master of Science in Mechani-



cal Engineering and a PhD degree in Engineering Sciences
from KU Leuven. Her research has been mainly focused
on thermodynamics and heat transfer, particularly in ap-
plications for electronics cooling.

Appointment and replacement

of directors

The Articles of Association (Articles 13 and following) and
the Melexis Corporate Governance Charter contain spe-
cific rules concerning the (re)appointment, the induction
and the evaluation of directors.

Directors are appointed for a term not exceeding four
years by the General Meeting of Shareholders, who can
also revoke their mandate at any time. An appointment or
dismissal requires a simple majority of the votes cast.

If and when a position of a director prematurely becomes
vacant within the Board, the remaining directors tempo-
rarily appoint a new director until the General Meeting
appoints a new director. Said appointment will then be
included in the agenda of the next General Meeting.

The Nomination and Remuneration Committee submits a
reasoned recommendation to the Board on the nomina-
tion of directors and equally makes propositions to the
Board on the remuneration policy for directors and Exec-
utive Management.

Functioning of the Board
The internal regulation of the Board is part of the Corpo-
rate Governance Charter. The Board convened 9 times in
2016 and discussed, amongst others, the following topics:
Financial results of the group;
Financial and legal risks to which the group is exposed;
Sale and revaluation of real estate;
Possible acquisitions;
IP risk management;
Establishment of a subsidiary in Dresden, Germany;
Strategic review;
Evaluation of certain transactions with related parties;
Dividend policy;
Budget for the financial year 2017;
Start selection process of new statutory auditor in view
of EU Regulation (nr. 537/2014), effective as from
June 17th, 201¢;
Recommendations of the Audit Committee and the
Nomination and Remuneration Committee;
Management structure
Procexcel BVBA, represented by Ms. Jenny Claes could

not attend one meeting of the board. Mr. Rudi De Win-
ter and Mr. Roland Duchételet were represented by proxy
during one meeting of the board. The other board mem-
bers attended all meetings.

Evaluation of the Board and
its Committees
The effectiveness of the Board of Directors and its Com-
mittees is monitored and reviewed every three years in or-
der to achieve possible improvements in the management
of Melexis. The last review has been performed in 2016.
In the evaluation special attention is paid to:
The functioning of the Board of Directors and its rele-
vant committees;
The thoroughness with which important issues are pre-
pared and discussed;
The effectiveness of the interaction with the Executive
Management;
Quiality of the information provided;
Individual contribution of each member of the board.

Audit Committee

The Audit Committee assists the Board of Directors in its
supervisory duties with respect to the internal supervision
in the broadest sense, including the financial reporting, as
described in the Company’s Corporate Governance Char-
ter. The Audit Committee also assists the Executive Man-
agement in its assessment and follow-up of the auditor’s
recommendations.

The Audit Committee is composed of three non-execu-
tive members: Mr. Roland Duchéatelet, Chairman, Procex-
cel BVBA, represented by Ms. Jenny Claes, independent
director and Mr. Shiro Baba, independent director.

According to Article 526bis, §2 of the Belgian Companies
Code the members of the Audit Committee as a whole
have competence relevant to the sector in which Melexis
is operating and at least one of its members have compe-
tence in auditing and accounting. Both Procexcel BVBA,
represented by Ms. Jenny Claes, and Mr. Shiro Baba com-
ply with this latest requirement through their relevant
work experience. In this respect we like to refer to the
short biographies of the abovementioned members in this
chapter.
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The Chief Executive Officer, the Chief Financial Officer
and the external auditor are invited to the meetings of the
Audit Committee to warrant the interaction between the
Board of Directors and the Executive Management.

The Audit Committee met three times during 2016. All
members attended the meetings.

In addition to the exercise of its legal powers and the tasks
listed in the Melexis Corporate Governance Charter, the
Audit Committee reviewed amongst others:

o Legalrisks

o Risks concerning intellectual property

o Authority to sign for financial transactions

o Audit remote sites

o Rotation of audit firm

e Hedging policy of foreign currencies

o Reports of the statutory auditor and internal audit

8.5 EXECUTIVE MANAGEMENT

Nomination and Remuneration Committee
The Nomination and Remuneration Committee advises the
Board of Directors concerning the way in which the com-
pany’s strategic objectives may be promoted by adopting
an appropriate nomination and remuneration program.
This committee will supervise the development of remu-
neration, allocation of variable remuneration and the gen-
eral performance within Melexis.

The Nomination and Remuneration Committee is com-
posed of three non-executive members, Mr. Roland
Duchatelet, Chairman, Procexcel BVBA, represented by
Ms. Jenny Claes, independent director and Mr. Shiro Baba,
independent director.

The Nomination and Remuneration Committee met 3
times in 2016. All members attended the meetings.

In addition to the exercise of its legal powers and the tasks

listed in the Melexis Corporate Governance Charter, the

Nomination and Remuneration Committee reviewed

amongst others:

e Remuneration and variable remuneration of Senior
Management

o Assessment of the variable remuneration of the CEO

e Management structure

Composition

The Executive Management is composed of the following members:

Name Age Position
Marc Biron 46 VP Development & Quality
Francoise Chombar 54 Chief Executive Officer
Kristof Coddens 46 VP Magnetic Sensors & Sensors Interfaces
Karen van Griensven 46 Chief Financial Officer
Vincent Hiligsmann 46 VP Corporate Strategy Core Markets
Veerle Lozie 43 VP Operations and IT
Damien Macq 50 VP Sensors
Sam Maddalena 40 VP Corporate Strategy Emerging Markets
Robert Remmers 47 VP Actuators
Heidi Stieglitz 57 VP Human Resources

As of September 2016 the team composition changed. This overview reflects the current team composition.
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Remuneration policy

The remuneration policy of Melexis is analyzed on an annu-
al basis by the Nomination and Remuneration Committee
in close cooperation with the HR department. This evalu-
ation takes into account the market pay levels to ensure
that compensation within Melexis is established in such a
way that it enables the company to attract and motivate its
talent.

Recommendations of the Nomination and Remuneration
Committee are submitted to the Board of Directors for its
approval. The Board of Directors approved the remuner-
ation policy in its meeting of December 15th, 2014. The
Remuneration Policy has been added to the Corporate
Governance Charter of the company. The remuneration
policy will most likely remain the same during the current
and following financial year.

Remuneration of directors
The remuneration of the directors is subject to the approv-
al of the General Meeting.

Only the mandates of the independent directors are re-
munerated. Their compensation consists of a fixed annual
remuneration of EUR 15,000 and reimbursement of costs
to attend the board and/or committee meetings. The direc-
tors are expected to uphold the expenditure policy within
Melexis and to submit suitable justification for their costs.
In 2016 Melexis paid in total EUR 45,000 as remuneration
to the independent directors and EUR 12,960 as reim-
bursement of costs as follows:

Name Remuneration Costs
Procexcel BVBA,

represented by 15,000 122
Jenny Claes

Shiro Baba 15,000 12,838
Martine Baelmans 15,000 -

The other directors are not remunerated for their man-
date and do not receive any fringe benefits.

The performances of directors are evaluated by the Board
of Directors to ensure that only persons with competences
matching Melexis’ international ambitions are nominated
as director.

Remuneration of Executive Management
The compensation of the Executive Management mem-
bers combines three integrated elements: base salary,
variable pay and other benefits. The remuneration pack-
ages are granted with the purpose to attract and to retain
the best team and management talent in each part of the
world where Melexis is present.

The base salaries remain in line with market average. Var-
iable pay payments are dependent on the company’s per-
formance and the individual/team performance measured
through the achievement of pre-established targets. They
can vary up to 20% of the annual base salary, except for
the CEO, who can potentially receive a variable pay up to
50% of the annual base salary. Variable pay is paid out in
cash. No shares, options or other rights to acquire shares
are granted as part of the compensation. The other bene-
fits concern only a smaller part of the total compensation
of the Executive Management.

The Nomination and Remuneration Committee evaluates
the performance of the CEO and discusses with the CEO
the performance of the other members of the Executive
Management based on the guidelines of the company’s
remuneration policy.

The Nomination and Remuneration Committee then
makes recommendations to the Board of Directors with
respect to the compensation level of the CEO and the
other members of the Executive Management based on
performance outputs and a benchmark analysis of com-
pensation levels for similar positions at comparable com-
panies. The company has not materially deviated from its
remuneration policy during the reported financial year.

Melexis
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CEO

Of all the members of the Executive Management only the
CEOQO is also a member of the Board of Directors. The CEO
does not receive an additional remuneration for this man-
date.

The remuneration of the CEO is composed of a fixed
amount and a variable pay. The variable pay of the CEO
may vary up to 50% of the determined fixed compensation
and will have the following multi-year payout period:

(i) 50% of the variable pay will be based on performance
criteria measured over the performance year itself (ii) 25%
of the variable pay will be based on performance criteria
measured over two financial years and (i) 25% of the var-
iable pay will be based on performance criteria measured
over three financial years. The funding levels for the an-
nual variable pay are dependent on the company’s perfor-
mance against approved financial targets regarding reve-
nue growth and EBIT growth.

In 2016 the CEQO received a fixed remuneration amounting
to EUR 249,996 and a variable pay of EUR 125,000.

Francoise Chombar Rem;gization
Base remuneration 249 996
Short-term variable remuneration 62,500
Mid-term variable remuneration 31,250
Long-term variable remuneration 31,250
Pension 0
Extralegal arrangements 0
Reimbursement of costs 10,716

The CEO does not benefit from contributions in a pension
scheme, nor does she have any extra legal arrangements
through an individual/group insurance paid for by the
company or receive any other fringe benefits.

Other Executive Managers

The total amount of the fixed remuneration of the oth-
er members of the Executive Management amounted to
EUR 1,596,740 in 2016. The total of the 2016 variable
pay component payouts amounted to EUR 276,790.

Executive Managers Remuneration 2016
Base remuneration 1,596,740
Variable remuneration 276,790
Pension 23,213
Extra legal arrangements 99,897
Reimbursement of costs 101,551

The Executive Management variable pay scheme does not
include a multi-year payout horizon so far.

The annual variable pay opportunities of the Executive
Management, except for the CEO, constitute up to max-
imum 25% of the annual base remuneration, and include
(i) a global business performance measured through rev-
enue growth and EBIT growth which represents a 50%
opportunity of the total variable pay (ii) an assessment of
individual performance measured through achievement of
pre-established targets, which represents a 50% oppor-
tunity of the total variable pay and may be increased up
to 70%, taking a discretionary element into consideration.

In the event that any variable remuneration would be
paid based on incorrect financial data, such miscalculation
could be compensated with the payment of future remu-
neration.

The members of the Executive Management, except
for the CEO, also benefit from extra legal arrangements
through a group insurance that is in effect in their respec-
tive home countries i.e. pension, life insurance, disability
and medical insurance, all defined contribution schemes.
All these group insurance elements are in line with home
country market practices and only represent a minor por-
tion of their remuneration.

Members of the Executive Management have contractual
agreements with the company or with a subsidiary of the



company that provide for severance payments in case of
termination of the cooperation in line with the applicable
laws of the country where the company or its subsidiary is
located. No special arrangements have been made regard-
ing severance payment in the case of contract termination

Conflicts of interest in the Board of
Directors

According to Article 523 of the Companies Code a mem-
ber of the Board of Directors has to inform the other di-
rectors about any item on the agenda of the Board that
will cause a direct or indirect conflict of interest of a finan-
cial nature to him/her. In this event the respective director
may not participate in the deliberation and voting on this
agenda item.

Pursuant to article 524 of the Belgian Companies Code,
companies listed on the stock exchange must follow a spe-
cial procedure before decisions are taken or operations are
executed concerning (i) the relations of the listed company
with an affiliated company, except its subsidiaries, and (ii)
the relations between a subsidiary of the listed company
and an affiliated company of the subsidiary, other than a
subsidiary of the subsidiary. Prior to the decision or trans-
action, a committee composed of three independent direc-
tors, assisted by one or more independent experts, must
prepare a written motivated advice for the Board of Direc-
tors. The auditor delivers an opinion regarding the accuracy
of the information contained in the committee advice and
in the minutes of the Board of Directors’ decision. The ad-
vice of the committee, an excerpt from the minutes of the
Board of Directors and the opinion of the auditor have to
be recorded in the annual report of the company.

In 2016 however there were no transactions between the
company and its directors involving a conflict of interest.

Other transactions with directors and
executive management

As determined by clause VII.2 of the Melexis Corporate
Governance Charter, members of the Board of Directors
and the Executive Management have to refrain from any

action that could raise an impression of being in conflict
with the interests of the company. Therefore any trans-
action between a director and the company has to be re-
ported to the chairman of the Board of Directors.

In 2016 however there were no transactions between the
company and its directors or executive managers involv-
ing a conflict of interest.

Insider trading

In compliance with the Belgian Corporate Governance
Code 2009 and EU regulation on market abuse (EU No.
596/2014) the Melexis Insider Trading Policy was updated
in 2016 and approved by the Board of Directors on July
25th, 2016. It is integrated as an Annex to the Melexis Cor-
porate Governance Charter.

Melexis complies with the Belgian provisions on insider
trading and market abuse. In this respect a list is kept up to
date of all people with managerial responsibilities as well as
all other people who have access to sensitive information
on share prices.

The purpose of the Melexis Insider Trading Policy is to pre-
vent the abuse of information which could have a consider-
able effect on the share price, in particular during the peri-
ods prior to the publication of financial results, or decisions
or events which can affect the share price. As determined
in the Melexis Insider Trading Policy it is prohibited to sell
Melexis shares during such a closed period. This closed pe-
riod includes at least the 21 days immediately preceding the
announcement of the financial results.

Moreover, before trading any company shares, the mem-
bers of the Board and the Executive Management have
to receive the green light from the Compliance Office and
have to report back once the transaction has been complet-
ed. Furthermore, in compliance with the same legislation,
the members of the Board and the Executive Management
have to notify all their transactions in Melexis shares to the
Belgian Financial Services and Markets Authority, who will
publish these notices on its website.

Compliance with the Melexis Insider Trading Policy will be
supported and verified by the Compliance Officer.
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The internal control and risk assessment procedures in re-
lation to the process of financial reporting are coordinated
by the CFO. Such procedures have to make sure that the
financial reporting is based on reliable information and
that the continuity of the financial reporting in conformity
with the IFRS accounting principles is guaranteed.

The process of internal control in relation to the financial
reporting is based on the following principles:
Data on transactions or use of assets of the company
are registered accurately and saved in an automated
global enterprise resource planning (‘ERP”) system by
the different Melexis business units.
Accounting transactions are registered in globally
standardized operating charts of accounts.
The financial information is prepared and reported in
first instance by the accounting teams in the different
legal entities of Melexis worldwide.
Consequently the finance managers at the different
Melexis sites will review the prepared and reported lo-
cal financial information before sending it to the Global
Finance Department.
In the Global Finance Department the financial infor-
mation will receive its final review before it is included
in the consolidated financial statements.
All Melexis sites use the same software for the report-
ing of the financial data for consolidation.
Random checks are made to assure that:
Transactions have been saved as required for the
preparation of the financial accounts in conformity
with the IFRS accounting principles;
Transactions have been approved by the author-
ized persons of the company to do so.

Melexis is validly represented by the sole signature of
the CEO for all aspects of the daily management of the
company. Specific powers are granted to members of the
Executive Management to represent Melexis in matters
that relate to the business unit for which they are respon-
sible. For actions that fall outside the scope of the daily
management, the company is validly represented by two
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directors acting together.

In the event of detection of certain deficiencies, this will
be reported to the Executive Management to determine
which appropriate measures can be taken.

The risk assessment in connection with the financial re-

porting is based on the following principles:
Risks that the company is confronted with are detected
and monitored with the responsible persons of the dif-
ferent business units of the company.
By using an automated ERP-system, the responsible
persons of the business units have permanent access
to the financial information with regard to their busi-
ness unit for monitoring, controlling and directing pur-
poses with regard to their business activities.
Closing the accounts at the end of every month war-
rants that the financial consequences of the identified
risks are monitored closely to be able to anticipate to
possible adverse evolutions.
The financial results are also monthly reviewed on a
global level.
A data protection system based on antivirus software,
internal and external backup of data and the controlling
of access rights to information, protects the company’s
information and guarantees the continuity of the finan-
cial reporting. The adequacy and integrity of these IT
systems and procedures are reviewed regularly.
In accordance with the 2009 Belgian Code on Corpo-
rate Governance Melexis has set up an internal audit
function for its financial department, whose resources
and skills are adapted to assess the financial reporting
and the risk management of the company. The Audit
Committee receives a periodic summary of the internal
audit activities.



Capital structure

The registered capital of Melexis NV amounts to EUR
56481386 and is represented by 40,400,000 equal
shares without par value. The shares are in registered or
non-material form.

Restrictions on the transfer of securities

The Articles of Association contain no restrictions on the
transfer of the shares. The Board of Directors is further-
more not aware of any restrictions imposed by law on the
transfer of shares by any shareholder, except in the frame-
work of market abuse regulations.

Restrictions on the exercise of voting rights
Each share entitles the holder to one vote. The Articles
of Association contain no restrictions on the voting rights
and each shareholder can exercise his voting rights pro-
vided he is validly admitted to the General Meeting and
his rights have not been suspended. Pursuant to Article
9 of the Articles of Association the company is entitled to
suspend the exercise of the rights attaching to securities
belonging to several owners until one person is appointed
towards the company as representative of the security.

No one can vote at the General Meeting using voting
rights attached to securities that have not been reported
in due time in accordance with the Articles of Association
and with the law.

The Board is not aware of any other restrictions imposed
by law on the exercise of voting rights.

Agreements among shareholders

The Board of Directors is not aware of any agreements
among shareholders that may result in restrictions on the
transfer of securities or the exercise of voting rights.

Amendments to the Articles of Association

The Articles of Association can be amended by an Ex-
traordinary General Meeting in accordance with the Com-
panies Code. Each amendment to the Articles of Associ-
ation - including capital increases or reductions, mergers,
demergers and a winding up—- in general requires an at-

tendance quorum of 50% of the subscribed capital and
acceptance by a qualified majority of 75% of the votes
cast. More stringent majority requirements have to be
complied with in a number of cases, such as the modifica-
tion of the corporate object or the company form.

Authorities of the Board to issue, buy back
or dispose of own shares

The Articles of Association do not mention any special au-
thorities granted to the Board of Directors to increase the
registered capital.

The Board of Directors is authorized by the Extraordi-
nary General Meeting of April 22nd, 2014 to acquire own
shares in the Company, either directly, by a person acting
in his/her own name on behalf of the Company or by a di-
rect Subsidiary in accordance with article 5,82, 1° 2 ° and
4° of the Companies Code, under following conditions:
This authorization applies for a number of own shares
hat is at most equal to that which, after acquisition,
results in a total number of own shares held by the
company equal to the set limit of 20% as stipulated in
article 620, §1, 1° 2 ° of the Companies Code;
Under this authorization a share should be acquired at
a price per share ranging between one euro (€ 1.00)
and fifty euros ( € 50.00) on the regulated market on
which they are listed;
The nominal value of the number of own shares the
Company desires to acquire, including the previously
obtained own shares held by the Company, may not
represent more than 20% of the registered capital of
the Company;
The remuneration for the acquisition of these own
shares may not exceed the resources of the Company
that are available for distribution in accordance with ar-
ticle 617 of the Companies Code;
The acquisition of shares under this authorization di-
rectly establishes an “acquisition of own shares” re-
serve that is unavailable for distribution and equal to
the global acquisition amount of the acquired shares
and by prior deduction of the available profit. The re-
serves the company has made unavailable for distribu-
tion are only obligatory as long as the shares are being
held;
This authorization applies for a period of five (5) years
from the date at which this resolution was approved.
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The existing authorizations of the Board of Directors
were awarded for an indefinite period by the resolu-
tions of the Extraordinary General Meeting of April 22,
2014 for the alienation of own shares held in accord-
ance with article 622, §2, of the Companies Code and
article 622,82, 1° of the Companies Code;
The number of own shares disposed of may not ex-
ceed the number of shares in the company that a di-
rect subsidiary of the company may hold as a legitimate
cross-shareholding within the meaning of Article 631,
§ 1 of the Companies Code;
The disposal of a share under this authority shall take
place at the last closing price at which the shares were
quoted on the Brussels stock exchange at the moment
of disposal;
The shares concerned may only be transferred to Mel-
exis Technologies NV, whose registered office is situat-
ed at 3980 Tessenderlo, Transportstraat 1, RPR Hasselt
0467,222,076, or to a company of which Melexis NV
directly or indirectly holds more than 99% of the divi-
dend entitled securities;
The reserves the company has made unavailable for
distribution due to the “acquisition of own shares” are
transferred back to reserves available for distribution
for an amount equal to the acquisition value of the dis-
posed shares.
The Board of Directors is also authorized for an indefinite
period of time to dispose of purchased own shares in ac-
cordance with Article 622, §2, section 2, 1° of the Compa-
nies Code to the extent that the shares are disposed of on
the regulated market on which they are quoted.
On December 31st, 2016, the Melexis Group was in the
possession of 346,141 shares out of 40,400,000 shares in
the registered capital of the company, or 0.86% of the to-
tal outstanding share capital. In accordance with art. 622
of the Companies Code, the voting rights on these shares
are suspended.

Other elements

The company has not issued securities with special con-
trol rights.

No agreements have been concluded between the com-
pany and its directors or employees providing for a com-
pensation if, as a result of a take-over bid, the directors
resign or are made redundant without valid reason or if
the employment of the employees is terminated.

Melexis

BDO Bedrijfsrevisoren Burg Ven CVBA, whose registered
office is situated at 1930 Zaventem, Da Vincilaan 9/E6,
listed in the Register for Legal Entities of Brussels with
company number 431.088.289, was reappointed as stat-
utory auditor of the company. Ms. Veerle Catry, auditor,
whose registered office is situated at 9820 Merelbeke,
Guldensporenpark 100, blok K, was appointed as the per-
manent representative of the auditor.

The annual fee for this mandate amounted consolidated
to EUR 125,000 in audit fees, VAT excluded and is ad-
justed annually according to the consumer index. In 2016
the additional legal fees amounted to EUR 14,000 VAT
excluded.

At the general meeting of shareholders, on April 20th,
2017, in view of EU Regulation (nr. 537/2014), upon rec-
ommendation of the Board of Directors, following the ad-
vice of the Audit Committee, a new statutory auditor will
be appointed.



Melexis complies to a large extent to all corporate govern-
ance rules of the 2009 Belgian Code on Corporate Gov-
ernance. In view of the “comply-or-explain™ principle of
the Code the following overview sets out the principles of
the Code that Melexis does not comply with, along with
an explanation of the reasons for non-compliance.

Principle 5, Appendix C, Audit Committee,
5,2/3-5,2/17 -5,2/28

The 2009 Belgian Code on Corporate Governance rec-
ommends that the Chairman of the Board should not chair
the Audit Committee. The Board of Directors of Melexis
opts to have its advising committees presided by its Chair-
man to clarify the interests of the Company and the share-
holders.

Melexis



e Listing
e Reuters ticker
e Bloomberg ticker

Euronext
MLXS.BR
MELE BB

9.1 SHAREHOLDER STRUCTURE

Situation on December 31,2016

Company Number of Shares  Participation Rate
Xtrion 21,644,399 53.58%
FMR LLC (Fidelity) 2,987,640 7.40%
Treasury Shares 346,141 0.86%
Public 15,421,820 38.17%
Total 40,400,000 100.00%

9.2 SHARE INFORMATION

e First day of listing

October 10th, 1997

53.58% Xtrion
38.17% rubiic

7.40% rMR LLC Fidelity)

0.86% Treasury Shares

e Number of shares outstanding on December 31st, 2016 40,400,000

e Market capitalization on December 31st, 2016 EUR 2,571,460,000

(Euro) 2016 2015 2014 2013 2012 2011 2010 2009 2008 2007
Earnings per share 2.38 245 2.10 1.37 1.25 1.06 1.12 | (0.09) | 0.52 0.86
Net cash from operating activities 2.67 2.85 2.35 1.75 1.41 1.35 1.04 0.46 0.62 0.77
Gross Dividend 2.00 1.90 1.00 | 0.70 | 0.65 0.60 | 0.30 000 | 0.60 | 0.60
Year end price 63.65 | 50.18 | 37.50 | 23.18 | 1288 | 10.37 | 1346 | 6.78 500 | 11.15
Year's high 65.88 | 5947 | 37.54 | 24.44 | 1340 | 13.84 | 1380 | 744 | 11.87 | 15.00
Year's low 40.94 | 37.70 | 23.10 | 13.19 | 10.60 | 835 6.84 3.33 4.95 | 10.15
Average volume of shares traded/day | 59.810 | 73.249 | 35.665 | 22.741 | 22.958 | 34.818 | 34.900 | 22.137 | 32.991 | 56.569
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9.3 SHAREHOLDER CONTACT INFO

Investor Relations

Phone: +3213670779

Fax: +32 13672134
Rozendaalstraat 12, B-8900 leper, Belgium
www.melexis.com/InvestorRelations.aspx

9.4 FINANCIAL CALENDAR 2017

April 20th, 2017
Annual Shareholder’s Meeting

April 20th, 2017
Announcement of Q1 Results

August 2nd, 2017
Announcement of Half Year Results

October 25th, 2017
Announcement of Q3 Results

February 7th, 2018
Announcement of Full Year Results

9.5 DIVIDEND POLICY

Taking into account the current and future cash flow sit-
uation and if no rewarding investment opportunities can
be found, Melexis NV intends to pay out regular (interim-)
dividends, in order to maximize the return on equity for its
shareholders.
Gross (interim-) dividend per share related to accounting
year
1999: EUR0.30 interim dividend
2002: EURQ.50 interim dividend
2003: EURO.50 interim dividend
2004: EUR0.2762 dividend and
EUR 0.7238 capital decrease
2005: EURO.50 interim dividend
2006: EUROQ.50 interim dividend
2007: EUR Q.60 interim dividend
2008: EUR0.60 interim dividend
2009: nodividend
2010: EUROQ.30 interim dividend
2011: EUROQ.60 interim dividend
2012: EURQ.65 interim dividend
2013: EUROQ.70 interim dividend
2014: EUR 1.00 interim dividend
2015: EUR 1.30 interim dividend
EUR 0.60 final dividend
2016: EUR 1.30 interim dividend
EUR Q.70 final dividend
(payable after approval of the Annual
Shareholders meeting on April 20th, 2017)
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The following information is extracted from the separate
Belgian GAAP financial statements of Melexis NV. These
separate financial statements, together with the man-
agement report of the board of directors to the general
assembly of shareholders as well as the auditors’ report,
will be filed with the National Bank of Belgium within the
legally foreseen time limits.

It should be noted that only the consolidated financial
statements as set forth in chapters 7 and 8 present a true
and fair view of the financial position and performance of
the Melexis group.

Therefore, these separate financial statements present
no more than a limited view of the financial position of
Melexis.

ﬂ Melexis Annual Report 2016

For this reason, the board of directors deemed it appropri-
ate to publish only an abbreviated version of the non-con-
solidated balance sheet and income statement prepared
in accordance with Belgian GAAP as at and for the year
ended December 31, 2016. Participations in affiliated
companies are recognized at purchase price.

The statutory auditors’ report is unqualified and certifies
that the non-consolidated financial statements of Melexis
NV prepared in accordance with Belgian GAAP for the
year ended December 31, 2016 give a true and fair view
of the financial position and results of Melexis NV in ac-
cordance with all legal and regulatory dispositions.

The full statutory financial statements can be obtained at
the registered office of the company at Rozendaalstraat
12,8900 leper.



Condensed non consolidated statement of financial position

in 1,000 Euro
ASSETS 2016 2015
FIXED ASSETS 688,035 686,411
[I. Intangible assets 687 844
[Il. Tangible assets 32,003 30,283
A. Land and buildings 12,024 12,258
B. Plant machinery and equipment 18,715 16,691
C. Furniture and vehicles 959 894
F. Assets under construction and advanced payments 305 441
IV. Financial assets 655,344 655,283
A. Affiliated companies 655,278 655,253
1. Participations 655,278 655,253
B. Other enterprises linked by participating interests 6 6
1. Participations 6 6
C. Other financial assets 61 24
2. Receivables and caution money 61 24
CURRENT ASSETS 2,487 2,278
V. Amounts receivable after more than one year 3 3
1. Other receivables 3 3
VII. Amounts receivable within one year 382 295
A. Trade receivables 1 29
B. Other receivables 380 266
VIII. Cash investments 271 271
A.Own shares 21 21
B. Other investments and deposits 250 250
IX. Cash deposits 268 161
X. Deferred assets and accrued income 1,564 1,547
TOTAL ASSETS 690,522 688,689
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Condensed non consolidated statement of financial position (Continued)

in 1,000 Euro
2016 2015
SHAREHOLDERS' EQUITY 286,454 361,630
. Capital 565 565
A. Outstanding Capital 565 565
IV. Reserves 88 84
A. Legal reserve 57 57
B. Reserves not available for distribution 31 28
1. In respect of own shares held 31 28
V. Retained earnings 285,428 360,585
VI. Investment grants 373 396
DEBTS 404,068 327,059
IX. Amounts payable within one year 402,567 325,502
B. Financial debts - -
1. Credit institutions - -
C.Trade debts 1,863 2,096
1. Trade payables 1,863 2,096
E. Taxes, remuneration and social security 4,189 2,082
1. Taxes 2,237 6
2. Remuneration and social security 1,952 2,076
F. Other amounts payable 396,515 321,324
X. Accrued charges and deferred income 1,501 1,557
TOTAL LIABILITIES 690,522 688,689
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Condensed non consolidated statement of comprehensive income

in 1,000 Euro
2016 2015
|. Operating income 47,147 44,235
A.Turnover 46,344 43,341
C. Other operating income 803 894
II. Operating charges (34,995) (31,938)
B. Services and other goods 14,417 13,110
C. Remuneration, social security charges and pensions 13,469 12,019
D. Depreciations 6,975 6,709
E. Amounts written off stocks, contracts in progress and trade receivables - -
G. Other operating charges 134 99
[1l. Operating result 12,152 12,297
IV. Financial income 49 49
B. Income from current assets 2 12
C. Other financial income 47 37
V. Financial charges (4,323) (4,308)
A. Debt charges 4,243 4,025
C. Other financial charges 81 283
VI. Result of the year before taxes 7877 8,039
VII. Income taxes (2,234) (6)
A. Taxes (2,234) 6
B. Regularization - (0)
VIII. Result of the year 5,643 8,033
IX. Profit of the year available for appropriation 5,643 8,033
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Appropriation of the Result

in 1,000 Euro
2016 2015
A. Result to be appropriated 366,228 437,345
1. Result of the period available for appropriation 5,643 8,033
2. Result carried forward 360,585 429312
C. Transfers to capital and reserves (4) (3)
1. To other reserves (4) (3)
D. Result to be carried forward 285,428 360,585
1. Result to be carried forward 285,428 360,585
F. Distribution of profit (80,796) (76,757)
1. Dividends (80,796) (76,757)
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Earnings per share
Profit attributable to equity holders of Melexis divided by
the weighted average number of ordinary shares.

Earnings per share diluted

Profit attributable to equity holders of Melexis divided
by the fully diluted weighted average number of ordinary
shares.

Revenue
Product sales + Revenues from Research and Develop-
ment.

EBIT (Earnings Before Interests and Taxes)
Turnover/Sales - Cost of sales - Research and develop-
ment expenses — General and administrative expenses -
Selling -expenses — Other operating expenses.

EBITDA (Earnings Before Interests and Taxes + Depre-
ciation, amortization and impairment)
EBIT + depreciation, amortization and impairment.

Shareholders’ equity

Shareholders’ capital + retained earnings (inclusive current
year’s result) +/- reserves (reserve treasury shares, reval-
uation reserve hedge, revaluation reserve fair value, legal
reserve) +/- Cumulative translation adjustment.

Net Indebtedness

Current portion of long-term debt + long-term debt less
-current portion + bank loans and overdrafts - current -in-
vestments - cash and cash equivalents.

Working capital

(Total current assets - Cash and cash equivalents - current
investments) - (current liabilities - bank loans and over-
drafts — current portion of long-term debt - derivative
financial -instruments).

Net cash from operating activities

Melexis Annual Report 2016

Net Result +/- adjustments for operating activities +/-
changes in working capital.

Capital expenditure
Investments in Property, Plant and Equipment.

ROE (Return On Equity)
Net Income/Shareholders’ equity.

Liquidity
Current assets/current liabilities.

Solvency
Shareholders’ equity/total assets.

Tangible net worth
Total assets - liabilities - intangible assets.



Tel.: +32 (0)2 778 01 00 The Corporate Village
Fax: +32 (0)2 771 56 56 Da Vincilaan 9 - Box E.6
www.bdo.be Elsinore Building

= — B-1935 Zaventem

Free translation

Statutory auditor’s report to the general meeting of the company
Melexis NV for the year ended 31 December 2016

As required by law, we report to you on the performance of our mandate of statutory auditor.
This report includes our opinion on the consolidated financial statements, as well as the
required additional statement. The consolidated financial statements comprise the
consolidated statement of financial position as at 31 December 2016, the consolidated
statement of comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended and the explanatory notes.

Report on the consolidated financial statements - unqualified opinion

We have audited the consolidated financial statements of the company Melexis NV for the
year ended 31 December 2016, prepared in accordance with the International Financial
Reporting Standards as adopted by the European Union, which show a consolidated statement
of financial position total of 358.165.449 EUR and a consolidated income statement showing a
consolidated profit for the year of 96.256.883 EUR.

Responsibility of the board of Directors for the preparation of the consolidated financial
statements

The board of Directors is responsible for the preparation of consolidated financial statements
that give a true and fair view in accordance with the International Financial Reporting
Standards as adopted by the European Union, and for such internal control as the board of
Directors determines is necessary to enable the preparation of annual accounts that are free
from material misstatement, whether due to fraud or error.

Responsibility of the statutory auditor

Our responsibility is to express an opinion on these consolidated financial statements based
on our audit. We conducted our audit in accordance with International Standards on Auditing
(ISA’s) as adopted in Belgium. Those standards require that we comply with the ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the,
statutory auditor’s judgment, including the assessment of the risks of material misstateme;
of the consolidated financial statements, whether due to fraud or error. In making those

BDO Bedrijfsrevisoren Burg. Ven. CVBA / BTW BE 0431 088 289 RPR Brussel
BDO Réviseurs d’Entreprises Soc. Civ. SCRL / TVA BE 0431 088 289 RPM Bruxelles

BDO Bedrijfsrevisoren Burg. Ven. CVBA - BDO Réviseurs d’Entreprises Soc. Civ. SCRL, a limited liability company incorporated in Belgium,
is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of independent member firms



Free translation

IBDO

assessments, the statutory auditor considers the company’s internal control relevant to the
preparation of consolidated financial statements that give a true and fair view, in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the board of Directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We have obtained from the board of Directors and company officials the explanations and
information necessary for performing our audit.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Unqualified opinion

In our opinion, the consolidated financial statements of the company Melexis NV give a true
and fair view of the group’s equity and financial position as at 31 December 2016, and of its
results and its cash flows for the year then ended, in accordance with the International
Financial Reporting Standards as adopted by the European Union.

Report on other legal and regulatory requirements

The board of Directors is responsible for the preparation and the content of the Directors’
report on the consolidated financial statements.

In the context of our mandate and in accordance with the Belgian standard which is
complementary to the International Standards on Auditing (ISAs) as applicable in Belgium, our
responsibility is to verify, in all material respects, compliance with certain legal and
regulatory requirements. On this basis, we make the following additional statement, which do
not modify the scope of our opinion on the consolidated financial statements:

« The Directors’ report on the consolidated financial statements includes the information
required by law, is consistent with the consolidated financial statements and is free from
material inconsistencies with the information that we became aware of during the
performance of our mandate.

)4 {'Entreprises Soc. Civ. SCRL
AEtAtutory auditpr
Represented by Veerle Catry

MELEXIS NV
Statutory auditor’s report to the general meeting of the company
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