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This annual report is published in Swedish and Eng-
lish. The Swedish version is the original and has been
audited by Tobii's independent auditors. The formal
annual report and consolidated financial statements are
presented on pages 41-74.

Financial Calendar

Interim report, January — March April 27, 2017
Annual General Meeting May 9, 2017
Interim report January — June July 25, 2017

Interim report January — September  October 26, 2017
Interim report January — December February 8, 2018

IR Contact

Sara Hyléen, Corporate Communications Director
Phone: +46 70 916 16 41
Email:  sara.hyleen@tobii.com

A hard copy of the annual report can be ordered from
the contact person above.

Tobii Dynavox

In 2016, nearly 15,000 more people
were given the opportunity to com-
municate aided by one of our com-
munication devices. We also
invested heavily in future product

generations and solutions adapted to
our customers’ varying needs. s.8

Tobii Pro

2016 was a strong year in terms of

sales. The eye-tracking glasses

Glasses 2 was a success in both

established and new sub-segments.

The year closed with the launch of

the new analytics platform, Tobii Pro

Lab, and the company’s most powerful

and advanced eye tracker to date, Tobii Pro Spectrum. s. 14

h Tobii Tech

Important steps were taken in the com-

)\ puter gaming market: Three of the five

LY |argest gaming computer manufactu-
rers have now launched products with

Tobii eye tracking. Eye tracking has

also become established in more cate-

gories of PC games and in pace with new

games releases we also noted a gradual improvement in the
eye tracking user experience. s. 20

Rights Issue

Tobii conducted a rights issue to
finance increased investments in
virtual reality and smartphones.
Interest in eye tracking surged du-
ring the year and Tobii presented its
first smartphone customer, Huawei.

We are growing

We welcomed 180 new Tobiians to
our organization which grew by 17 %
idynavox = to a total of 759 employees.
5 A key focus during the year has
been to ensure a good introduction
for all new employees and to build an
effective organization that upholds the
right values in a phase of high-paced
growth.

Tobii and sustainability

Tobii presents its first Sustainability

Report in accordance with GRI.

Involving our key stakeholders, we

have identified key aspects and

begun to measure and evaluate. Our

main focus covers our responsibility as

an employer, business ethics in the supply
chain, product design and environmental impact.




2016 in brief

Carried out
several important
product launches

I-Series+ and PCEye

Mini with 1S4 plat-
form, Snap Scene

Major
investments
in future
products

Launched a new
high-end eye
tracker for
research

Tobii Pro Spectrum

Launched next-
generation
analysis platform
Tobii Pro Lab

Strong sales
trend
throughout
the year

Tobii IS4
eye-tracking
platform

in volume integration

Three of
"top 5” gaming
computer
manufacturers

integrated Tobii
eye tracking

MSI, Alienware and Acer

Some 50 PC
games with
eye tracking
available via
tobiigaming.com

Important product launches during the year

Examples of customer launches

MSI GT72 Tobii, Acer Predator Z301CT, Huawei Honor
Magic, Acer Predator 21X, Acer V 17 Nitro, Alienware 17.

Developed
eye-tracking
technology
adapted for VR

Developed
eye tracking
for smartphones
and delivered to Huawei

Operating loss

-67

SEK m

Number of
employees

719

Examples of own products
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Strengthened
it's cash
position through
a rights issue

Sales growth

9 %

Tobii Dynavox PCEye Mini, Tobii Eye Tracker 4C,
I-Series+, Snap Scene, Tobii Pro Lab, Tobii Pro Spectrum.



Comments from the CEO

2 COMMENTS FROM THE CEO

2016 was another exciting and eventful year for Tobii. The Tobii Pro business unit
showed consistently good growth and important product launches were carried
out during the year. Tobii Dynavox invested heavily in product and market develop-
ment to stimulate growth and increase profitability in the long term. In the PC
gaming area, Tobii reached several key milestones through the integration into
hardware by several leading gaming computer manufacturers and in some 50
games. We also took our first step into the smartphone market together with
Huawei. To be able to increase the investments in virtual reality and smartphones,
we strengthened our cash position through a rights issue.

Eye tracking is a fantastic technology that can be used in a
variety of ways. It facilitates humanized and natural interac-
tion with our tech devices. The ability to control a computer
using the eyes is vital for people who cannot speak or use
their hands. By studying eye movements and attention, we
can gain unique insights into human behavior. Today, Tobii is
the market leader in eye tracking in our established fields
and we are gradually expanding the scope of our operations,
setting our sights on volume markets such as computer
gaming, virtual reality and smartphones. | am convinced that
eye tracking, combined with other intelligent technologies,
will have a fundamental impact on how we interact with tech-
nology in our daily lives.

Tobii's leading technology and our market successes are
made possible by our fantastic team of smart, passionate
and motivated employees. Through our three business units,
we can operate in significantly different markets in a focused
manner. At the same time, the joint organization enables our
employees to develop in different roles within the Group, and
share each other’s expertise, experience and results. This
creates dedication and pride in all Tobiians. In 2016, we wel-
comed more than 180 new employees, bringing the number
of employees to more than 700. The pace of recruitment has
remained high at the start of the new year and we continue
to work to make Tobii one of the most attractive employers
among technology companies.

Tobii Dynavox — the right to communication at the
core of our business

A guiding principle at Tobii Dynavox is that communication is
a human right and that as many people as possible who have
special needs shall have access to the right assistive tech-
nology for communication. A major challenge is that many
are unaware of the opportunities that modern technology
can offer today. By continuing to increase our initiatives to
spread knowledge and awareness of Tobii Dynavox’s pro-
ducts, we can expand the market in the long term.

During the year, Tobii Dynavox invested in broadening its
product portfolio with products that meet varying needs and
price levels. We upgraded the eye-tracking hardware in our

eye-controlled devices and made important additions and
upgrades in the software range. Several of the year's R&D
projects will result in product launches in 2017.

Commercially, we had a good increase in the number of
eye-controlled communication devices, while sales of touch-
screen-based products were weaker. Sales were also nega-
tively impacted by price reductions. Growth at 3% was con-
siderably lower than the business unit’s long-term goal to
grow 10% per year.

We see good potential to continue to grow in our
established markets, but also to expand into new geographic
markets in the long term. Initiatives taken during the year
included establishing direct sales in the UK, and the launch
of the first product specially adapted to the Chinese market.

Tobii Pro — good growth and important product
launches

2016 was a positive year for Tobii Pro. Eye tracking is beco-
ming a more established method for studying behavior and
for Tobii Pro this means an increasing number of repeat and
new customers. Better and more user-friendly products that
help customers with data collection and analysis also served
to increase the degree of usage.

During the year, Tobii Pro’s sales increased at a good
pace of 159% adjusted for currency effects, which is in line
with our long-term financial goal for the business unit. All
product categories performed well, including the service
organization Tobii Insight.

The Glasses 2 eye-tracking glasses was a great sales
success in established fields, including in-store shopper
research. Through Glasses 2, we have also established our-
selves in several new areas such as simulator environments,
performance analysis in sports and professional training.

To maintain our strong position in the market for eye-track-
ing studies, Tobii Pro made key investments in product deve-
lopment. The Glasses 2 offering was continuously expanded
to meet the varying needs of the broadened customer base.
Tobii Pro Spectrum, our most powerful and sophisticated
eye tracker to date, was launched at the close of the year
together with Tobii Pro Lab, our new analytics software.



These tools enable even more varied studies and more
powerful analyses of eye-tracking data.

Tobii Tech — progress in gaming and focus on new
sub-segments

During the year, Tobii Tech took several important steps in
computer gaming. Three of the five largest gaming PC
manufacturers — MSI, Acer and Alienware, Dell's PC gaming
brand - launched gaming notebooks and monitors with Tobii
eye tracking. We established eye tracking in a growing range
of gaming categories and deepened our relationships with
leading game developers, including Ubisoft, Square Enix,
Crystal Dynamics and Techland, all of which launched major
game titles with eye tracking. As more new games have been
launched, the gaming experience with eye tracking has gra-
dually improved.

Interest in eye tracking in different types of consumer elec-
tronics increased a lot during the year. Tobii Tech gradually
expanded its investments in virtual reality and smartphones
to develop solutions for these areas. In this context, it was of
course particularly gratifying to announce our first smartpho-
ne customer, Huawei, in the last quarter.

Tobii Tech’s long-term goal is to be the leading provider of
eye-tracking technology for integration into high-volume pro-
ducts, and we have taken the step into premium products in
the consumer markets. In order to reach a broader base of
consumer products more development is needed to make
our technology more compact, more power efficient and
affordable, and to make user interfaces even more intuitive.

READ MORE
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Net sales rose by 63% and amounted to SEK 96 million.
Sales of eye-tracking platforms to Tobii's other two business
units accounted for approximately half of the sales.

Pioneering technology requires a long-term
approach

Through its two profitable business units, Tobii has a solid
foundation and we see good growth potential in all three
units. The rights issue carried out during the last quarter of
the year strengthened our cash position and we continue our
investments in gaming computers while simultaneously
increasing our investments in virtual reality and smartphones.
Establishing pioneering technology in new areas of applica-
tion is a long-term commitment. Historically, we have driven a
gradual adoption within the segments where we have esta-
blished eye tracking and, over time, created profitable,
market-leading businesses. It is likely that development will
progress gradually in the new segments, too.

We continue to invest in innovation and development of
both core technology and the user experiences that it ena-
bles so that we can retain and strengthen our world-leading
position in eye tracking.

Danderyd, April 6, 2017

Henrik Eskilsson

Questions to Tobii’'s Chairman of the Board on page 81.
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The Tobii Group

Leading technology with many applications

Tobii is the market leader in eye tracking, an intelligent sen-
sor technology that can determine where a person is looking.
A device equipped with eye tracking becomes aware of the
user. It knows if we are present, what we pay attention to and
what information we process. It becomes more intelligent.
This facilitates more human and natural interaction with our
computers, phones and other devices. Eye tracking is also
used as a powerful tool to study and gain deep insights into
human behavior.

Eye tracking can be applied in many different areas. Tobii's
eye-controlled computers have already revolutionized the lives
of tens of thousands of people with a reduced ability to com-
municate. Eye tracking is also an established, rapidly growing
method in behavior and market research. During the past year,
Tobii has also taken important steps into the PC gaming mar-
ket, and initiated investments in virtual reality and smart-

phones.
Strategy and organization strong foundation for the Group’s operations, organization and
The Tobii Group has a scalable business model based on development.

Tobii invests in the third business unit, Tobii Tech, to reach
future high-volume markets for eye tracking, primarily in con-
sumer products such as computers, gaming products, virtual
reality and smartphones. By providing eye-tracking technology
that customers integrate into their products, Tobii can effect-
ively address more segments and large volumes.

An eye-tracking system with high reliability and precision
places extreme demands on the technical solution. Through
heavy investments over many years, Tobii has today a leading
technology suited to several different areas of application. To
retain its market-leading position in the established segments
and to be an attractive partner for future volume customers,
Tobii will maintain its high pace of investment in technology, IP
and new products going forward.

The Group's growth strategy also includes the potential
acquisition of companies, technologies and intellectual pro-
perty rights.

independent business units with their own management
teams, strategies, business models as well as their own
R&D, sales and marketing organizations. This structure ena-
bles the business units to optimize operations for distinctly
different markets. Through the Group, the business units
share a common technology foundation, trademarks, patents
and other intellectual property.

Two of the business units, Tobii Dynavox and Tobii Pro, are
market leaders and have established product portfolios in
their respective niche markets. Tobii Dynavox is focused on
assistive technology that helps the users to speak and com-
municate. Tobii Pro provides specialized eye-tracking solu-
tions that add deep insights and unique objectivity to a multi-
tude of areas in research of human behavior. Tobii has
established two profitable, cash flow-generating operations in
these two business units that have good potential for profit-
able growth over a long period of time. Together they form a

tobii dynavox tobiipro tobiitech

The world’s leading supplier The world’s leading provider Leading eye-tracking technology

of assistive technology for people of eye-tracking solutions for integration into consumer
with reduced ability to speak for studying human behavior. electronics and other
and communicate. volume products.

Tobii's business units



Vision
Tobii's vision is a world where all technology works in com-
plete harmony with natural human behavior.

Mission

Tobii's mission is to fundamentally transform and improve
both lives and entire industries through humanized technolo-
gy. With eye tracking as a base, Tobii creates the conditions
for new insights into human behavior and more human inter-
faces in computers, games, smartphones, vehicles and other
products.

Sub-segments for eye tracking
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Financial goals

e Tobii Dynavox's long-term goal is to deliver revenue
growth in excess of 10% per year and to reach an EBIT
margin of 20 %.

e Tobii Pro’s long-term goal is to deliver revenue growth in
excess of 15% per year and to reach an EBIT margin in
excess of 15%.

e Tobii Tech’s long-term goal is to be the leading provider
of eye-tracking technology for integration into high-
volume products.

Since the market for integration of eye tracking in volume
products is at an early stage, Tobii has chosen not to formu-
late a specific financial goal for Tobii Tech, but rather to de-
fine a strategic long-term goal relating to the market position
of the business unit. This objective is supplemented with the
Company's assessments of market development for Tobii
Tech.

Tobii's assessments of market
development for Tobii Tech on
page 21.

READ MORE

Assistive
technology
for
communi-
cation

Sub-
segment

Mainstream
computers

Behavior
research

Computer
gaming

Tobii’s

market
share

47 % 75 %’ 100% n/a**
Current
strategic High High High High
priority
t?)r;‘)go-riirnr}‘i‘;y Medium Medium Large Very large
Business Tobii Pro DyTr?gi/LX Tobii Tech  Tobii Tech

Virtual
reality

Specialized
markets

Heavy

Automotive vehicles

n/a** n/a** n/a** 0% n/a**

High High Low Low Medium

Large Very large Large Medium Medium
Tobii Tech Tobii Tech Tobii Tech Tobii Tech Tobii Tech

* Tobii's total market share in assistive technology for communication is 43 %, whereas the market share in eye control products is 75 %.
** Refers to a future potential market that is still undeveloped. It is therefore not possible to specify the market share.



