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In 2018, Siegfried again performed very
well. In its first two years, the “Evolve”
strategy more than successfully passed
its baptism by fire. These are outstand-
ing requirements to achieve our ambi-
tioned goal, namely to grow faster
than the market and assert ourselves as
the leading CDMO (Custom Develop-
ment and Manufacturing Organization)
worldwide.

Wolfgang Wienand, Siegfried's CEO, clearly
formulates his company’s vision: “Siegfried
is growing to become the first address for
pharmaceutical companies of all sizes and to
advance into the top league of global CD-
MOs. This high set goal will make great de-
mands on us. Thanks to the best team and
our outstanding network we will succeed.”
The chances are good that Siegfried can re-
alize its ambition. Siegfried is positioned in
an attractive segment as both, the pharma
and the outsourcing markets, are growing,
the latter stronger than the former (for more
information, see chapter “Market” on page
16). Moreover, the CDMO market is heavily
fragmented with many sometimes small
suppliers, the five largest represent a share
of below 15 percent. This is the segment in
which Siegfried aims to play an active role. It
implies that we continue to grow at an
above-average rate and on our own steam,
both in terms of sales and earnings. This is
significant as size is a decisive factor. Size
not only drives profitability but provides
capital strength required for acquisitions and
creates production capacity for the neces-
sary operational flexibility. The “Evolve”
strategy will secure these capabilities across
the long term.

“Expect more”:

Customer Focus at the Core

At Siegfried, customers are at the center of
its focus. We aim to become the leading cus-
tomer-centered organization. Various quali-

ties provide the basis for our foundation: We
relentlessly search for the best solutions and
strive for scientific and technological excel-
lence. Our facilities produce efficiently and at
the highest level. We seamlessly integrate
our solutions into our customers’ value chain
and demonstrate high delivery reliability.
We are uncompromising in terms of product
quality and reliability. The people at Siegfried
play a central role in fulfilling all of these
qualities. That is why we have invested and
continue to do so in the capabilities of our
teams and in management culture (for more
information, see chapter “Organization” on
page 22).

Focus on Clearly Defined Fields
of Activity
How does Siegfried intend to implement the
“Evolve” strategy in the coming years while
continuing to grow sustainably profitable?
Our focus is on expanding our technology
portfolio, improve the integration of all of
our services and capabilities into our custom-
er offer and grow by means of acquisitions.
The “Evolve” strategy represents a chess-
board of options which we can play depend-
ing on opportunities and value creation.
While Siegfried can exert influence on cer-
tain options (organic growth, technological
basis), others are not under our control. The
large number of potential growth and M&A
routes that Siegfried can follow indepen-
dently of each other increases the likelihood
of closing a transaction that will generate
enduring value.

Acquisitions in a Strongly

Fragmented Market

Targeted acquisitions will represent an essen-
tial share of the Siegfried Group’s growth. In
this way, the Siegfried Group can rapidly
gain market share, strengthen the global
network thanks to the resulting synergies,
and further strengthen its position among
the leading integrated CDMOs.

The Siegfried Group continually analyzes the
M&A market in its industry as well as all rele-
vant transactions. Siegfried carried out no
M&A transactions in 2018 since we as a dis-
ciplined purchaser will consider an acquisition
only if asset quality and transaction value of
the company to be acquired commensurate
and create long-term corporate value. None
of the potential acquisitions in the M&A
market fulfilled Siegfried’s internal criteria. In
the recent past, many transactions were
made at very high valuations, even clearly
above the valuation level on the equity capi-
tal markets which themselves quoted record
levels across long stretches in 2018.

The significance of biopharmaceuticals is
growing. In the coming years, this market
will grow fast for more information, see
chapter “Market” on page 16). Siegfried has
consistently invested in this market segment
for several years, for instance, in the finished
dosage forms of this substance class at our
site in Hameln. By means of selective invest-
ments, Siegfried will continue to access cer-
tain elements of the biologics market. Where
the conditions are right, a corresponding ac-
quisition is conceivable.

We are striving for growth also in the
field of finished dosage forms, both in solid
oral dosage forms (tablets, capsules) and in
sterile filling of liquid drug substances. By
means of external growth, mainly in the USA
and Europe, Siegfried aims to obtain access
to competition-related capacity and technol-
ogies to consolidate critical size in this field.
Hand in hand with this expansion, we aim to
strengthen our capabilities in development.

Overall, Siegfried has at its disposal nu-
merous potential M&A routes to follow
which do not mutually exclude each other.
On the contrary, they can be implemented in
line with the best of value-added logics and
availability of assets. This circumstance in-
creases the likelihood for Siegfried to imple-
ment a transaction that will generate sus-
tained value.

Optimized Offer and Enlarged
Technology Portfolio

Siegfried aims to contribute toward growth
in the coming years by means of various in-
ternal measures and strong partnerships. In
drug substance production, the Nantong
plant will increase utilization, thus contribut-
ing toward profitability of the company as a
whole. Furthermore, we shall systematically
expand our technology portfolio in order to
strengthen our position as a strategic partner
of our customers. In terms of handling highly
effective drug substances, safety for employ-
ees and customers is paramount. We invest
in technologies like micronization (miniatur-
ization of drug-substance particles) and the
production of highly effective drug substanc-
es and final dosage forms. In the field of
aseptic filling we implement technologies
used in filling biopharmaceuticals. In Zofin-
gen, we have created 40 additional labora-
tory workplaces and significantly increased
capacity.

The modern logistics building was com-
pleted in the year under review. It is located
in close vicinity to the production facilities
which simplifies processes. In Hameln, Sieg-
fried has invested in new facilities for aseptic
filling of biologically produced substances. In
Irvine, we expanded production area and
installed additional plant to increase produc-
tion capacity.

The Global CDMO Market

Top 5 player <15%

>&857%

The CDMO competitive landscape is heavily
fragmented: the top 5 players share less
than 15 percent of the market.

The “Evolve” Strategy at a Glance:
Fields of Action

Acquisition Drug Substance

— Continue acquisitive growth in small molecule Drug Substance
— Depending on opportunity, acquire small scale biologics manufacturing assets

Acquisition Drug Product

in Europe and US

— Acquisitive growth in oral solid dosage form and sterile/aseptic filling capacities

Organic expansion biologics
(Drug Product)

development for biologics

— Organic expansion in adjacent areas: aseptic fill & finish as well as formulation

Investments in
technology base

h &6 & 6 4

(e.g., micronization, high potent API)

— Grow our technology base in small molecule manufacturing
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Interview

Dr. Woltgang Wienand
Chief Executive Officer

We have to be top class in our daily
business while, at the same time,

we aim to keep pace with the ongoing
consolidation process in the market.

A company actively shaping a
consolidation process must be fit.

We are fit.
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CEO INTERVIEW

Interview

Dr. Wolfgang Wienand

Chief Executive Officer

Please also find this interview
2L, with our CEO
Dr. Wolfgang Wienand at
E report.siegfried.ch

Siegfried operates in a market that

is very fragmented. The ten largest
companies cover less than 20 percent
of the market. Is that a blessing or

a curse for Siegfried?

It is true that the CDMO (Custom Develop-
ment and Manufacturing Organization)
market remains strongly fragmented al-
though numerous acquisitions and mergers
have been carried out in the past ten years.
This situation holds several challenges for
Siegfried. We have to be top class in our
daily business while, at the same time, we
aim to keep pace with the ongoing consoli-
dation process in the market. A company
actively participating in a consolidation pro-
cess must be fit. We are fit.

How would you characterize

this fitness?

We can fall back on our own experience.
Any company wishing to acquire and inte-
grate has to be well positioned in its daily
business and be in a position to free up re-

sources. In this regard, we succeeded ex-
tremely well with the integration of the
BASF production sites completed more than
a year ago. Moreover, a company aiming to
grow by means of acquisition has to be fi-
nancially robust in order to avoid embarking
on any adventures in relation to the financ-
ing. In this regard, Siegfried is also fit.

Do changes on the customer side,

in other words, the international
pharmaceutical companies, influence
developments in the CDMO industry?
Certainly. Although the pharmaceutical
industry has completed its consolidation
process, we continue to see very expensive
acquisitions. Therapies and drugs are be-
coming increasingly complex. In this situa-
tion, pharmaceutical companies increasingly
focus on research, clinical development and
marketing. Their own production activity is
losing significance and is no longer regard-
ed as strategic. That is where we as service
providers and problem solvers come into
play by taking over these tasks for the phar-
maceutical companies.

Pharmaceutical companies pass

on to us margin they could have
retained had they continued their

own production activity. Why then

the trend toward outsourcing?

It is extremely important that our customers
obtain their product on time and in the
desired quality. That, however, is only a part
of the strategic cooperation. We lower
complexity for our customers’ supply chain
because they can leave all aspects concern-
ing production to us, namely procurement,
development, synthesis/formulation, com-
pliance and logistics. We help them avoid

costly investments and lower their financial
exposure and risk. This awareness is catch-
ing on increasingly. Today, outsourcing is no
longer an option in the event of an emer-
gency, but a generally accepted and recog-
nized business model.’

The “Evolve” strategy, however,
embraces aspects not directly
connected to these requirements.

That may be the case at first glance. Ulti-
mately, as a part of a strategic partnership,
it is our aim to satisfy as many of our cus-
tomers’ needs as possible. A broad offer
from a single source simplifies outsourcing
for our customers and, therefore, saves re-
sources. That is why we aim to broaden our
technological base, and that is why we aim
to grow. In addition to sufficient equipment
availability, broad-based cooperation with
large strategic customers requires a strong
and well-established organization in order
to be reliable and remain flexible. We aim to
be a strategic supplier and partner of our
pharmaceutical customers that meets high
demands concerning technology, quality,
development and logistics. This is the rea-
son why we will expand our technology
portfolio.

We've talked a lot about hardware.

In the first three months of your new
function you visited all of the sites.
How fit are Siegfried’s employees?

As a former high-performance athlete, |
would like to answer that as follows: Sieg-
fried and Siegfried employees play in the
first league. Nevertheless, there is room for
improvement, processes that have not yet
been fully established and market opportu-
nities not fully seized. We have to work
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hard to reach the top of the first league,
and then we have to work hard to remain
there. This is a process that never finishes.
By setting your sights high, you will identify
a lot that calls for improvement and requires
a high need for training. Always.

What are Siegfried’s goals for the 2019
financial year?

Strategically, we will continue on the tried
and tested “Evolve” path and take the next
growth steps as soon as possible without
exposing the company to any adventures.
Internally, we are working on our competi-
tiveness and customer orientation. We have
developed concrete plans of action for each
of our sites in order to optimize our net-
work as a whole. | am convinced that at the
end of this year the Siegfried Group will
again have made considerable progress on
its path to the top.

Do you have any personal goals?

For this year, | have set two personal goals
for myself, apart from the goals for the
company we talked about earlier: first, pro-
moting team spirit and demonstrating it by
example. We want to become the strongest
team in our industry. And second, to make
direct contact with as many employees as
possible so they can get to know me and |
understand their needs and concerns. | have
already made very good progress concern-
ing both goals, which | am very glad about.

" For more information, see the illustration
“Siegfried as a reinsurer” on page 18.

Siegfried’s Position in the Competitive Landscape

Revenues USD

>1b
1b

500m

250m

Breakaway Group

Chasing Pack

Peloton

any at all?

Fragmentation of Pharmaceutical and CDMO Market

The fragmentation and subsequent consolidation which has already occurred
in the pharmaceutical market, is taking place in the CDMO market.

Pharmaceutical market 1990

Pharmaceutical market 2017
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Pharmaceutical market

CDMO market 2017

)

CDMO market 2028

\

%

CDMO market
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Promising Market
Perspectives

Prognoses for the pharmaceutical and
the CDMQO'" markets are very promising.
The latter is strongly fragmented

and provides potential for acquisitions.
These are positive perspectives for
Siegfried to continue on its path of

growth.

The pharmaceutical industry is undergoing
change. Shifting customer needs and fun-
damental developments in the industry will
provide additional positive impulses to the
CDMO market in the coming years. Leading
pharmaceutical companies increasingly fo-
cus on research and clinical development
and marketing. As a result, they outsource
own production capacity. By means of stra-
tegic outsourcing they reduce investments
in production facilities and can improve the
return on capital employed. Figures sub-
stantiate this assessment: While in the last
ten years the revenues of these companies
grew worldwide by almost 30 percent, they
expanded production facilities in the form
of tied capital by only nearly 10 percent.
There are good reasons for this: High capac-
ity, risks in clinical development and the
pressure to develop high quality at low pro-
duction costs motivate the pharmaceutical
industry to outsource. The latter is all the
more the case for the phase following expi-
ry of patent protection: experience shows
that sales prices for generic drugs are de-
clining by up to 95 percent. If margins are
to remain only remotely unchanged, cost
reductions are unavoidable. In this context,
forward-looking life cycle management is
gaining strategic importance for which
companies such as Siegfried with their inte-
grated business model are predestined as
strategic partners.

A further market trend can be recog-
nized in new, innovative drugs. They fre-
quently originate from small or medium-
sized companies and startups without pro-
cess development or own production capac-
ity, a development which is also in favor of
the CDMO industry. Moreover, increasing
complexity of modern medicinal therapies
requires companies or strategic partners
such as Siegfried. Thanks to their extensive
offer in the area of drug substances and fin-
ished products, they are in a position to
bring to market products at the highest level
of quality and at low costs in a short period
of time.

Outstanding Growth Prospects

OECD statistics that include the USA as ref-
erence market expect annual growth
(CAGR) for the healthcare industry of ap-
proximately 5 percent. The same is true for
the pharmaceutical and medical technology
market, which is of relevance to Siegfried.
The CDMO market will grow even more sig-
nificantly until 2022, namely at 6.2 percent
per annum (CAGR). All CDMO segments
and all regions will enjoy growth, finished
dosage forms more so than drug substanc-
es. We expect highest growth in sterile and
aseptic dosage forms, and here we continu-
ously invest in new capacity and skills. Be-
sides strategic outsourcing, innovative drug
substances and drugs represent a significant
driver of above-average growth in the
CDMO sector. As a result, the CDMO indus-
try will have to expand its technological ba-
sis in order to fulfil the increasing require-
ments related to development, production
and process quality (for more on this topic,
see the “Strategy” chapter on page 13).

Favorable Constellation for Siegfried

Allin all, it is a justified conclusion that the
market environment creates favorable con-
ditions for Siegfried to achieve its ambitious
growth targets. The “Evolve” strategy (for
more on this topic, see the “Strategy” chap-
ter on page 13) is the answer to the trends
described above. Increasing complexity of
the business and considerable development
risks motivate large pharmaceutical compa-
nies and smaller companies to cooperate
with strategic partners for fully integrated
solutions — starting with development at an
early stage through to industrial production.

" Custom Development & Manufacturing Organization

2 OECD, Global Data 2016, www.stats.oecd.org

3 EvaluatePharma World Preview 2018; Visiongain
Market Report — Pharmaceutical Contract Manufactur-
ing Market 2017

Growth global prescription
pharma market

4.5%

Siegfried Annual Report 2018

Growth global pharma
CDMO market

0.27

3 Questions to

Marianne Spane

Head Business Development,
Marketing & Sales

We recognize a growing readiness
among pharmaceutical companies to
outsource services for the development
and production of drug substances

and finished dosage form drugs. How
is this reflected in the field of Business
Development?

On the one hand, we recognize a growing
interest among our larger pharmaceutical
customers to outsource their activities and
reduce the number of suppliers by means of
strategic partnerships. Consequently, a cus-
tomer expects a Custom Development and
Manufacturing Organization (CDMO), such
as Siegfried, to provide a broad portfolio of
technical capabilities at various sites and to
reflect high quality awareness. With its over-
arching quality system, Siegfried is capable of
covering the entire value chain from interme-
diates through to finished dosage forms.

On the other hand, we recognize a grow-
ing trend in smaller to medium-sized compa-
nies — often referred to as “emerging phar-
ma" — looking for a supplier with production
expertise. By means of business excellence
programs we have not only developed life
cycle management for products at the end of
their patent expiry cycle, but also an interest-
ing platform for companies producing gener-
ic products. We therefore cover a broad cus-
tomer portfolio. In this trend we recognize
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large potential for Siegfried. As we operate
in a regulated environment, the trend often
cannot be implemented at the desired speed.

Increasingly, Business Development and
Account Management serve a demanding
clientele. Only companies that are well posi-
tioned as a team will be able to take full ad-
vantage of opportunities.

Siegfried’s integrated offer is a
frequent topic of discussion. Is it being
accepted by customers, and do they
understand it?

The integrated model offers advantages at
various levels, especially with regard to the
growing trend toward outsourcing. By
means of its integrated offer, Siegfried pro-
vides an attractive platform for strategic
partnerships.

In the case of smaller to medium-sized
customers, we are capable of providing the
entire supply chain while they can focus on
their research and marketing capabilities.

Thanks to the integrated offer, large cus-
tomers entrust us with both drug substances
and finished dosage forms which, in turn,
creates a strategic CDMO partnership. Cus-
tomer can take full advantage of our broad-
based capabilities.

What are the central elements of your
customer dialogue?

It is always important to know the needs of
customers and to address them. We follow a
dual approach in that we initiate new busi-
ness and also consider individual support of
existing customers to be key to success. We
work in teams in order to effectively contrib-
ute our capabilities. We are our customers’
permanent contact and secure communica-
tion at various levels. Technical and business
oriented teams on both sides work hand in
hand and are often referred to as twins. We
use balanced score cards and regularly ex-
change agreed upon indicators, define mea-
sures and monitor implementation. We are
used to working in matrix organizations, in
other words, overarching departments and
product segments. A defined communica-
tions strategy and interdisciplinary coopera-
tion are a must in order to successfully man-
age a strategic partnership. The bar is set
high, and we shall do everything in our pow-
er to meet these expectations in accordance
with our motto, “expect more”.

Global prescription pharma market
vs. Pharma CDMO Market

Global market
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The worldwide prescription pharma
market is growing at approx. 4.5%, while
the worldwide pharma CDMO market

is growing at more than%.



MARKET

17

Offer Process

Project

Acquisition

Acquisition of project
enquiries through Business
Development

Submission
of offer

An initial technical assessment

is carried out within 48 hours of

request entry, including:

— What exactly is the customer
asking for (scope)?

— Chemical-technical assessment
of feasibility

— Cost estimate to identify

Project
Committee

The assessment serves as the
basis for defining the offer
strategy (incl.development site
and production site).

The decision if an offer is to be
submitted is taken by the Project
Committee (PCom), a global
group meeting on a weekly basis.
The committee ensures the timely
preparation of the technical
evaluation and the offer.

Participants of PCom:

— Lead: Global Head Project
Management

— Global Head Business Develop-
ment & Sales

— Business Development
Manager

— Multi-Site Heads

— Head Supply Chain
and Planning

— Head Production
Planning Sites

— Global Head Research and
Development (Chief Scientific
Officer)

— Site Heads R&D

— Head Evaluation

Technical
Evaluation

An in-depth technical evaluation
of the project request represents
the basis for preparing an offer.
At Siegfried, the evaluation is
carried out by those sites and
departments that will implement
the project once the contract has
been signed.

In the evaluation phase, a
Project Leadership Team (PLT) is
established which will carry out
the evaluation.

Participants of the PLT:

— Lead: Project Manager

— Business Development
Manager

— Research & Development
Manager

— Analytical Project Leader

— Production Chemist

— Quality Assurance Manager

Business
Development
Manager

Project Manager

Chemical/
Pharmaceutical

Development

The evaluation report forms the
basis for the commercial offer.

At the same time, for the duration
of the offer validity, technical
resources will be reserved in the
departments.

Quality

Assurance

Project Leadership
Team (PLT)

Analytical
Development

Scale-up/
Production

Siegfried API portfolio

MIO.

patients per year

By means of its current portfolio,
Siegfried’s customers serve about
40 million patients a year.

Siegfried produces about
200 of the approx. 1500 FDA
approved APIs worldwide,

and is therefore an important

source to secure the therapy
of numerous patients.

Siegfried Annual Report 2018
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Drug Development from Discovery to Marketing

Active

Y
Drug Process . Pharmaceutical Dosage Clinical . Marketing &

: Intermediates . . . Commercial R
discovery development Ingredients formulation supplies Distribution
~—

(API)
— Customer— +——————————Sjegfried—— Siegfried — Customer —

Siegfried creates added value by means of
an integrated formulation development process.

Siegfried operates the necessary bridging
technologies such as spray drying and micronization.

Drug Substances Integration DS & DP Drug Products

Siegfried as a Reinsurer

: o . 10-100k 100-500k 5002500k
Strategic outsourcing improves the capital E J J

efficiency of pharmaceutical companies. In-

creasingly, therefore, production and scale- ‘..90% Postponement of investment decision
up are no longer considered core compe- regarding new plant constructon | | _ _ __—=-+
tencies of pharmaceutical companies. Risk.°'-._ can significantly enhance risk position Sa’Ie’s’ --7"

Like a reinsurance company, Siegfried 50% - Cash Flow
takes on development and production risks ..
for its customers. This allows customers to
initially forego investment in early phases or ~ + .

entirely in own costly production plant.
Moreover, Siegfried can cushion production g
bottlenecks and help customers secure their

delivery capacity at all times. This is attrac- \

tive to our customers in the pharmaceutical

industry as the development of drugs is \
growing increasingly complex and the risk \

for drug companies rising.

2018 2020 2022 2024 2026 2028 2030 2032
eeee Risk — Cash Flow with outsourcing of launch material
—— Cash Flow with dedicated plant at launch — — Sales

The Life Cycle of an API during the Patent-Protected Phase and Thereafter

Siegfried operates not only in the innovative
pipeline-business for customers in the phar-
maceutical industry but also accompanies
products throughout their entire life cycle
right up to the generic phase, which is the
most cost sensitive. We are also capable of
acquiring products at the stage of their en-
trance into the generic phase.

In our network with its differentiated
positioning of individual sites, Nantong
takes on the role of cost leader in the pro-
duction of non-patent-protected products.
In Nantong we can produce at competitive
prices even following expiry of patent pro-
tection.

Splitting the pipeline business into pat-
ent-protected drug substances and the pro-
duction of generic drug substances helps
~9 years 5-15 years >10 years reduce the volatility of our business.

Price erosion —
cost efficiency

Revenues

Flexible
capacity, high
technical
requirements

Generics

Originator

Clinical phase

Pre-clinical On-patent Off-patent

=3

v
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TECHNOLOGY, INNOVATION, PROCESSES

Technology
and Process
Innovation
as Value Driver

One of Siegfried’s core competencies as a worldwide
leading supplier refers to technological innovation and
mastering complex production processes. Targeted
expansion of these capabilities represents a significant
element of the “Evolve” strategy.

The Siegfried Group strives to meet its cus-
tomers’ varied and complex demands by
taking a two-fold approach. On the one
hand, Siegfried integrates complementary
chemical and pharmaceutical capabilities in
a single business model covering the entire
range of products from drug substances to
finished dosage forms while, on the other,
we operate a diversified worldwide network
of development and production sites in
Europe, North America and Asia. This allows
Siegfried to offer individual solutions while
maintaining high flexibility, delivery reliabili-
ty and efficiency during patent protection
and thereafter. Fitting together these ele-
ments to create value requires constant in-
vestment in developing our technology
portfolio and optimizing operational proce-
dures. Targeted improvements concerning
technology and process innovation were de-
fined as central value drivers in the strategic
phase of the “Transform” strategy (2010 —
2016) and even more accentuated since
launching the “Evolve” strategy in 2017.

Early Quality

Chemical development deals with chemical
synthesis processes and the subsequent
physical processes, such as crystallizing, dry-
ing and milling. Analytical development
serves as a control function of chemistry by
examining products concerning cleanliness
or contamination and develops connected
analytical procedures. While functionally
both segments operate independently, they
are harmonized in the process chain. Conse-
quently, we invest in this area at an early
stage, which is decisive for the subsequent
process steps.

Massive Expansion

of Drug Substance Development

In the year under review, Siegfried strength-
ened both chemical and analytical develop-
ment. Both areas employ extremely well

educated employees, about half of them
university graduates. In the past 5 years, the
number of employees in chemical and ana-
lytical development grew acquisition-related
by about a quarter. In 2018, as laboratory
capacity reached its limits, 40 additional lab-
oratory workplaces were established in
Zofingen, allowing us to process and coordi-
nate more development projects in the fu-
ture. Expansion of activity demanded a new
organization and focus in the chemical de-
velopment group. Consequently, chemical
process development, which serves as an
important interface in the technology trans-
fer between customer and Siegfried and
among Siegfried sites, became considerably
more effective. Zofingen, together with Evi-
onnaz and Nantong, represents the group-
wide center of competence.

Numerous Technological Innovations
In Zofingen, additional state-of-the-art
workplaces were established for synthesis
and analysis as well as a special laboratory
serving safe and dust-free handling of solids
and highly potent drug substances. We now
can mill or micronize highly potent drug
substances at laboratory scale in a made-to-
measure laminar-flow chapel without en-
dangering employees or the environment.

We made further progress in laboratory
automation, process development, process
safety, and quality by design. Modern soft-
ware and devices help us to perform exper-
iments in such a way that we can use the
collected data to simulate chemical and
physical processes at production scale and
facility specifically. This reduces scale-up
risks and increases both product quality and
process safety. We presented this approach
by means of successful examples at several
conferences, among them the annual con-
ference of the Swiss Chemical Society.

In the year under review, we installed an
additional micronization mill. In close coor-

dination with a customer, we integrated a
loop mill into the existing pilot plant as a
pilot. The mill was installed, tested, qualified
and taken into operation in record time. The
procedure based on the mill was successful-
ly developed and validated. Furthermore,
for a customer we micronized initial com-
mercial volumes of a highly potent drug
substance.

Siegfried Continues to Grow Together
The “Evolve” strategy encourages the com-
pany’s continued growing together world-
wide — an important requirement to suc-
cessfully put into practice the business
model. We successfully implemented several
projects across all sites in 2018. In Zofingen,
a technology group for demanding cross-
site tasks was formed and initial webinars
were carried out on issues concerning pro-
cess simulation, process safety and process
analysis, thereby increasing the level of
knowledge at all sites of the Siegfried
Group. Experts on process safety from Min-
den, Evionnaz and Zofingen met at group
headquarters for continued training and co-
ordination activities.
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3 Question to

Dr. René Imwinkelried

Head Technical Operations

The Siegfried Group emphasizes its
attractive network and invests huge
sums in cross-site cooperation and
synergies. How do you evaluate the
progress made in the year under
review?

We pressed ahead with process and tech-
nology transfer among the individual sites.
As a result, we can support our customers
in their need for dual sourcing by means of
our network while offering them flexible
development and production capacity. This
gives them an assurance in case their prod-
ucts establish themselves in the market
above expectations. Cooperation grows
steadily by means of targeted investments
at our various sites. Our site in Nantong is
developing into an increasingly significant
partner. Moreover, we continuously
strengthened the development hubs in
Zofingen and Evionnaz. In the field of sterile
filling, our next step is filling of biologically
produced drug substances.

Which will be the next milestones in
Siegfried’s operational excellence,

and how do you measure its success?
As a strategic partner of the worldwide
pharmaceutical industry, it is essential that
we are among the best in terms of opera-
tional excellence. Therefore, for me per-
sonally, this issue is an essential corner-
stone of success in my organizational unit.
Based on our network, we are in a position
to exploit competitive advantages. We
deliberately develop the capabilities of the
individual sites differently, in order to fulfil
customer needs and reach the best result
for the entire network. We implement
our operational excellence programs in this
sense.

What does being a learning organiza-
tion imply for Siegfried?

A learning organization must be capable
and willing to learn in order to regularly
adjust knowledge base and scope for action
to new challenges. It must be able to recog-
nize change fast and rapidly convey and
implement the corresponding new require-
ments to our organization. Ideally, a learn-
ing organization is a system which is always
in motion. New impulses are considered
stimulation and used for development pro-
cesses. This requires individuals who are
> Text continues on page 20
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> Continuation of the interview
«3 questions to Dr. René Imwinkelried»

open to new developments, are hungry and
allow and support innovative solutions.
Mechanisms that support such learning
processes enjoy cooperation and conflict
solving abilities, trust and team spirit. We
work on this every day, with good results.

Business Excellence at Siegfried

Business Excellence has a high priority at
Siegfried. It represents continuous develop-
ment of the quality of management process-
es, and it supports individual sites in reach-
ing their targets. While, at the beginning,
the focus was put on process optimization,
our ambitions have developed gradually. To-
day, in the Siegfried organization, we are at
the level of a learning organization. This im-
plies that all of our colleagues largely take
responsibility for their thoughts and acts. As
early as 2013, we started with concrete proj-
ects referring to process optimization in or-
der to lower operating costs. One year later,
initial training courses were started within
the parameters of the internationally re-

nowned three-step Lean Six Sigma program.
In 2018, we kicked off courses leading to-
ward Black Belt certification and to be com-
pleted in 2019. This level focuses on high
quality cross-functional and cross-site man-
agement skills, and it is authorized to train
participants of lower Lean Six Sigma levels.

Within the parameters of our Business
Excellence program in 2018 and 2019 we
aim to focus on waste water issues, recy-
cling and recovering solvents and on the
reduction of waste in production. Moreover,
in the year under review, we introduced
standard processes concerning materials
flow among our drug substance production
sites.
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Filling of Biologically Produced Active
Pharmaceutical Ingredients (API)

The market for filling biologically produced
active pharmaceutical ingredients (API), so-
called biologics, is attractive and future-ori-
ented with above-average growth and earn-
ings expectations combined with high
barriers for entry by new competitors. Sieg-
fried has invested in corresponding facilities
at our sites in Hameln and Irvine. Customer
interest in this field is lively and requests
correspondingly large. In 2018, Siegfried
presented its competencies in biologics at
trade fairs while elevating the level of em-
ployees’ expertise by means of internal and
external training courses.

What are Biologics?

Biologics are drug substances with a com-
plex molecular structure and a high mo-
lecular weight produced by means of bio-
technology and genetically engineered
organisms.They can consist of proteins, nu-
cleic acid, sugars, or combinations of these
substances. Typical examples are medica-
tions used in the treatment of inflammatory
auto-immune disorders, cancer or insulin for
diabetes therapy.

Hameln Irvine
Fill & Finish for Biologics Germany USA
Development services [ )
Clinical batch manufacturing [ ] [ ]
Commercial batch manufacturing [ ] [ )
Vials o o
Pre-filled syringes ([ ]
Cartridges o
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Benefits Connected with Digitalization

For Siegfried, a technology and innova-
tion-driven company, industrial digitali-
zation presents a range of opportunities
to be taken advantage of. Perspectives
are made out internally in terms of inno-
vation management, process management
and quality management, and externally
in the creation of novel business models.

Digitalization, which is connected with rap-
id technological development, opens up
countless interesting possibilities for future-
oriented companies. Siegfried has identified
the trends relevant to the CDMO (Custom
Development and Manufacturing Organiza-
tion) industry and launched corresponding
group-wide initiatives.

Strategic Context Provides

the Framework

“Siegfried addresses the technological de-
velopments in the industry and evaluates
promising measures. The priorities of the
Evolve strategy (for more information see
“Strategy” on page 13) represent the para-
meter of our activities. We thus avoid to get
lost in the abundance of possibilities”, says
René Imwinkelried, Head Technical Opera-
tions. The strategy guidelines are clear: all
ideas, projects and implementations must
impact positively on business development
and, therefore, competitiveness. To achieve
this, Siegfried sets clear priorities and makes
targeted investments in pilot projects and
manages them by means of an agile process
in accordance with “fail early, fail fast".

Existing Business to

be Optimized Initially

Siegfried recognizes two areas of applica-
tion in the field of digitalization. On the one

hand, we aim to design processes in the ex-
isting business model more efficiently and
thereby further increase quality, service level
and efficiency. On the other hand, digital
services provide potential to develop new
sources of earnings. Within the parameters
of the Evolve strategy, Siegfried focuses
mainly on optimizing operational proce-
dures. René Imwinkelried: “With the help of
new technologies we continue on our path
of taking intelligent and consistent steps
toward operational improvement. This ap-
proach has proven itself since ten years and
produced added value for our customers as
well as a substantial rise in earnings”. Our
focus on internal optimization does not
mean that Siegfried’s digitalization experts
are neglecting options for new fields of
business. Possibilities in this field are con-
stantly being evaluated and implemented
rapidly, if needed.

With regard to two technological trends,
Siegfried recognizes particularly attractive
prospects for the rapid implementation in
efficiency and earnings improvements: In
the Internet of Things, Siegfried recognizes
a network of intelligent tools concerning
early operational inefficiencies. One exam-
ple is the preventive sensor technology in
complex chemical-pharmaceutical develop-
ment and production processes. The second
focus trend, Advanced Analytics, which is
based on further developed algorithms, en-
ables Siegfried to obtain significantly more
precise information on which to base strate-
gic decisions or concerning future events.

Digitalization at Siegfried will continue
to gain significance. We shall continue to
follow the strict specifications of our strate-
gic priorities to ensure a high level of effec-
tiveness of our projects.
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Focus Micronization
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Micronization is fine milling to particles below 20 microns. It is a key bridging
technology between drug substance and drug product services. Ultra-fine
milling — micronization — can significantly improve bioavailability.

What is micronization?
Micronization is fine milling to particles be-
low 20 microns.

In classical milling the particles are bro-
ken by mechanical impact with rotors or
“hammers” but to further mill down the
particles a more effective approach is need-
ed. For this particle have to collide with oth-
er particles with high velocity, so that they
splinter in smallest fragments. So microniza-
tion is performed with air jet mills or fluid
energy mills. The spiral jet mill or pan cake
mill is the working horse for this kind of op-
erations. The material is introduced into the
mill through a funnel with a venturi nozzle.
The venturi nozzle works like a water jet in-
jector known from car washing or garden —
just with air or gas. For example when you
have small hole in a tube with water flowing
though this hose you can fell that air is
sucked in the tube so that you can inject e.g.
a powder. Using this effect we introduce the
powder in the mill. The mill is built like a
pan. The powder is accelerated by tangential
oriented nozzles on a circular orbit to a high

velocity in the subsonic speed. At the same
time the nozzles disturb the particles, so that
the particles collide with each other and
splinter into fragments. The finer (lighter
particles) will then change to an inner orbit
whereas larger particles stay outside like in a
chairoplane. This is repeated until particles
are small enough to be flushed out of the
mill.

Why are APIs micronized?

The main reason to micronize APIs is to for-
mulate the drug product independent for
the particle size distribution by reducing its
size so that e.g. the form of the crystals does
not interfere with the downstream process.
For example needle like crystals show the
tendency to stick together and to felt so that
nests with APl may be formed in some tab-
lets whereas other tablets may then nearly
no actives.

But even more important is that smaller
particles dissolve faster than larger particles.
This dissolution time is important for the per-
formance of the final medicine. In sustained

release tablets (e.g. once a day only) the
time to dissolve the tablet is controlled by
the formulation and the particle size of the
API. By milling the particles to a defined very
fine powder the influence of the particles
can be predicted easier than in unmilled or
coarse material. Some APIs are badly soluble
so that they cannot be released within the
intended timeframe when the medicine
should be effective and can be absorbed by
our body. Ultra-fine milling — micronization —
improves the solubility so that even low sol-
uble API's become available to be an effec-
tive drug for the benefit of the patients.

What is the micronization technology
for Siegfried?

The micronization technology is important
for Siegfried’s strategy to be a world class
supplier for pharmaceuticals and a reliable
partner for our customers. We regard mi-
cronization technology not only as a key step
of our supply chain, but also as a “bridging”
technology between drug substance and
final drug product services. Conclusively it is

important for us to hold the knowledge and
the technical capabilities of this key unit
operation. This ensures that we can help our
partners in the development of a new drug
formulation as well as to ensure that the
final product can be manufactured and de-
livered in the quality and reliability our cus-
tomers expect from us.

*1000 ym =1 mm

Michael Levis, Ph. D.
Head Process Technologies
Principal Scientist Particle Technologies

will present the following topic at the
Pharma Lecture Theater at the Chemspec
Show in Basel on 26 June 2019:

Particle Properties and Particle Design
and from an API supplier’s view.

The interaction of APl CDMO and
formulation SMEs to meet customer
expectations.

Micronization

e o o o
°
Ul

Drug Products

o

Bridging technology

Captions

1. Product inlet, feed

2. Venturi nozzle

3. Grinding ring with multiple grinding
nozzles

4. Grinding nozzles (Nitrogen)

5. Powder outlet (micronized product)

N,=Nitrogen (grinding gas)
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ORGANIZATION

A Learning Organization

In the coming years, Siegfried aims to advance to the top of the CDMQO'
industry. Market perspectives and the strategic course are promising.

For ambitions to become reality, it takes people that make a difference
and are willing to shape the company’s culture.

Siegfried’s guiding motto is “expect more”.
It stands for a corporate culture that is
geared toward top performance and ex-
pects its employees to never be satisfied
with what they have achieved. Wolfgang
Wienand, Siegfried’s CEO since the begin-
ning of 2019, has a very clear idea in this
regard: “We aim to crack the really tough
nuts, to always give our best and focus on
solutions. If we want to reach the top, all of
us —employees and management — must be
willing to go the extra mile. While we are
making good progress, we haven’t reached
our goal by far.” As a learning organization
we are in a continuous improvement pro-
cess and master key capabilities: individual
self-development, self-criticism, a shared
vision, learning in a team and thinking in
terms of systems. Some of these skills are
clearly recognizable in our corporate cul-
ture, the Siegfried Way. Bringing it to
fruition will be one of the most important
management tasks in the coming years.

Unity in Diversity

Arnoud Middel, Global Head Human Re-
sources, considers that “attributes unique
to Siegfried worldwide are its entrepreneur-
ial spirit and the willingness to choose un-
conventional, innovative routes”. This drive
and the connected courage have character-
ized Siegfried’s 140 years of history until this
day. In recent years, thanks to this drive,
Siegfried has developed into a global orga-
nization with different cultures under the
same roof. They need connecting values
and attitudes because people can deliver
top performance only if the meet on the
basis of a shared set of values. Siegfried
considers this to be an important pre-
requisite for the creation of performance-

oriented global teams. At the same time we
are aware that we need to nourish a cultur-
al microcosm. We aim to integrate this
diversity into our system with an effect that
will add value. It conceals a creative power
that characterizes all excellent teams. Ar-
noud Middel is confident concerning the
future path: “It takes a lot of sure instinct
and mutual respect in order for this to
succeed, especially on the side of executive
leadership. Naturally, the balancing act
between unity and diversity, the actual core
of the “Siegfried Way"”, does not always
succeed, but it remains a constant issue in
management at all levels, and we continue
to learn.”

Constant Change as an Opportunity

The task of Siegfried’s human resources
strategy is to effectively provide effective
support for the growth strategy and thus
the ongoing transformation of the compa-
ny. We aim to achieve this by means of ex-
cellently trained employees and managers,
attractive workplaces and an organization
that is nimble and oriented toward change.
By means of numerous projects in the field
of business excellence, we invest in above-

average team performance and, conse-
quently, in the highest level of innovation
and quality. In 2018, we invested 1.4 million
CHF in training and the continued educa-
tion of our more than 2300 employees
worldwide. To implement our goal of ad-
vancing to the top of the CDMO industry, it
is our ambition to harmonize Siegfried’s
corporate and management culture and our
capability management with the high de-
mands made by our customers and techno-
logical progress.

Targeted Selection and Development
of Employees

The company’s distinct growth and its rapid
change offer a wide range of opportunities
for our employees to take on new tasks and
thereby pursue personal development. We
consider this to be an important element of
the learning process. “Our experience shows
that learning on the job in combination
with targeted continued education advances
our teams most efficiently”, says Arnoud
Middel. Structured development meetings
and continuous feedback within the para-
meters of management activity represent a
significant complementary element.

“Constant transformation and
change have been characteristic
drivers in Siegfried’s history
and are a part of our culture.”

Arnoud Middel, Global Head Human Resources
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We aim to communicate these views and
measures in talent groups which we define
in order to strengthen our “Employer
Branding”. This helps us to attract suitable
employees, both professionally and cultural-
ly, and we thereby lay the foundations for
effective later development. This proceeds
in accordance with group-wide standards
on the basis of which we train and instruct
local human resources managers.

In Constant Dialogue

At Siegfried, traditional hierarchical leader-
ship models are increasingly losing rele-
vance. They are replaced by team learning
and thinking in terms of systems, in the way
that learning organizations do. Our inte-
grated business model calls for interdisci-
plinary teams that find and implement
solutions jointly and on an equal footing.
Increasingly, our core competencies are con-
sidered to be: cooperation, co-creation and
the ability to respond and react to each
other, to illuminate challenges from differ-
ent perspectives and to conduct a solu-
tion-oriented dialogue. Arnoud Middel be-
lieves: “All of that is connected to the
self-development which we expect our em-
ployees to undergo. Yet, it also challenges
management employees whose role is
changing rapidly and whom we prepare
specifically for the new challenges.” In
2019, Siegfried will fundamentally redesign
its management training. Agility and inno-
vation are constant companions, not only in
our core business, but also in the field of
Human Resources.

" Custom Development and Manufacturing Organization

HR Strategy as one of the main drivers of Company Growth

and Strategy Execution

Grow Company
right people, right job, right skills
managed by great leaders

Skilled

People

Strong
Leaders

Great
Workplace

Agile

Organization

Strong Foundation
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3 Questions to

Arnoud Middel

Head Human Resources

How can corporate culture be lived
day-to-day in a company that is in
constant transformation?

Constant transformation and change have
been characteristic drivers in Siegfried’s his-
tory and are a part of our culture. In recent
years, very structured and rigorously con-
ducted integration and harmonization
processes have dominated and pushed this
element of culture somewhat into the back-
ground. However, feedback received from
employees at all levels tells us that it is alive
and very strongly embedded. They would
like to be more actively involved, heard
more clearly, and allowed to present their
thoughts on matters. Following the inten-
sive phase of acquisitions and integration
we will pay more attention to this aspect.

How will internal stakeholder dialogue
be shaped in the future?

| am convinced that classical hierarchical
relationships and organizational structures
will continue to lose relevance. Instead, we
will increasingly work in mixed, cross-func-
tional teams that find and implement jointly
developed solutions at eye level. Coopera-
tion and co-creation as well as the capacity
to listen and engage in solution-oriented
dialogue will become core competencies.
They will characterize personal internal ex-
change and relationships with customers.

From an HR point of view, what was
the biggest highlight in 2018?

The entire year was very intensive and pro-
vided a great number of exciting challenges.
We analyzed in depth the results of our em-
ployee survey and drew conclusions for the
future. | was particularly impressed by the
large number of personal comments made.
They contained much that is positive and
included valuable suggestions for continued
improvement. This kind of energy and read-
iness to address critical aspects turned out
to be a real highlight for me.
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Brand Management
Creates Identification and
Strengthens Trust

Siegfried has invested in its brand and cultivated active
stakeholder dialogue for years. We are convinced that this
contributes toward a shared Siegfried identity at all of

our sites and provides our customers with a measurable
promise, namely to expect more from us.

Strong brands are consistent, relevant and
differentiating. The aim of our brand man-
agement is to reach uniform awareness of
the Siegfried brand worldwide among rele-
vant internal and external stakeholders and
to continually cultivate stakeholders. There-
by, out communication gives orientation,
and it stabilizes the trust in our company.
We attribute special importance to a shared
corporate and leadership culture serving as
a link that connects all business units.

Our brand promise “expect more” con-
veys our aim to surpass the expectations of
all our important stakeholders — both inter-
nally and externally.

In recent years, Siegfried has grown vig-
orously, organically and by means of acqui-
sitions, and we will keep moving in the fu-
ture. In our dynamic environment, a strong
brand that is committed to a clear perfor-
mance proposition is of vital importance.
Siegfried has for many years pursued a sin-
gle-brand strategy, and the company delib-
erately avoids sub-brands. For us as suppli-
ers to the life-science industry, it is decisive
that our brand promise includes an emo-
tional benefit for the customer, in addition
to the functional.

From a purely rational point of view, we
are a supplier to the pharmaceutical indus-
try, and our customers evaluate us mainly by
means of measurable criteria. However, this
does not reach far enough in terms of char-
acterizing our identity. As an organization
working in the field of life science, we feel
especially committed to people and their
health. We expect from all our employees
that they live up to this commitment credi-
bly in their everyday lives — internally as a

part of the Siegfried family, and externally
toward customers, suppliers, neighbors and
other stakeholders.

Value-based dialogue with

our stakeholders

Siegfried continues to entrench its corpo-
rate values in a systematic and targeted way
in all parts of its organization, especially, fol-
lowing the acquisition between 2012 and
2015 (see Siegfried's Leadership Model,
page41). For our employees to deliver the
required high performance, they have to
form a global team with a shared under-
standing based on values. We work on this
in annually recurring internal workshops at
all sites and at all levels.

We make use of a stakeholder map (see
page4?2) in order to create a targeted and
systematic dialogue with our stakeholders.
The groups of persons included in this map
are by no means final. We have determined
them on the basis of their relevance to and
their potential influence on our company.
Moreover, based on regular stakeholder
mapping, we can recognize attitudes and
interests in order to adapt topics, messages
and communication platforms accordingly.

We introduced new means of commu-
nications and optimized existing ones for
various stakeholder groups. In 2016, we
completely revised our website and, in ad-
dition to content, we updated its design
and functionality so that its structure now
meets established browsing habits. Thanks
to its responsive design, the site automati-
cally adapts to any screen size, clearly in-
creasing user friendliness. Furthermore, we
have strengthened our social media pres-

ence several platforms. We use them to tar-
get professional and leadership staff and to
present current information and impres-
sions.

In the summer of 2017, we introduced
our new Intranet to strengthen internal
communication; it has clearly increased the
efficiency of our teams and the sense of
community around the globe. The Intranet
project had the goal of designing a us-
er-friendly, optically appealing instrument
that does justice both to our global and the
individual local demands of the sites.

Not all of our 2364 employees world-
wide work at a screen every day. That is
why we continue to invest in a paper-based
employee publication "Insight" appearing
four times a year in English and German
and also in French for our sites in Evionnaz
and St.Vulbas. The contents concern the
entire Siegfried Group while individual sites
report on local news.

See Siegfried’s Leadership
Model in the Sustainability
Report on page 41.

Brand image around 1879 1940

1948 1955 1973 since 2001
<™ ) .
“ry SIEGFRIED - Siegfried |

We would be
pleased to
hear from you.

Peter Gehler

Chief Communications Officer
Tel. +41 62 746 11 48
peter.gehler@siegfried.ch

Dr. Reto Suter

Chief Financial Officer
Tel. +41 62 746 11 35
reto.suter@siegfried.ch
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WHY SIEGFRIED

Five good reasons that
speak for Siegfried

Leading Worldwide Life-science
Company

In cooperation with our customers from the
pharmaceutical industry we develop and
produce drug substances, intermediates and
finished dosage forms from a single source.
Our core competence is integrating comple-
mentary chemical and pharmaceutical capa-
bilities in a single consistent business model.

We consistently aligned Siegfried to po-
sition it as a CDMO (Custom Development
and Manufacturing Organization) and,
thanks to acquisitions and targeted organic
growth, we achieved a leading worldwide
position.

Our network of development and pro-
duction sites comprises nine sites in Europe,
North America and Asia. This integrated
platform provides individual solutions for
customers of all sizes and for any require-
ment while maintaining a high degree of
flexibility, quality, supply reliability and effi-
ciency during patent protection and there-
after.

Strong in Growth, Value-oriented,
Reliable
For years, Siegfried has achieved robust and
distinctive growth. Since 2013, sales grew
organically and by means of acquisitions
from CHF 374.9 million to CHF 794.3 mil-
lion in 2018. This corresponds to average
annual growth (CAGR') of 16.2 percent.
Our growth platform comprises a broad-
ly diversified customer portfolio on all conti-
nents. The ten largest customers represent
less than 40 percent and the ten largest
products less than 30 percent of sales. The
spectrum ranges from large pharmaceutical
companies to small bio-pharmaceutical
companies focusing on drug substances and
drug product research and marketing.

End 2018, Siegfried’s market value amount-
ed to 1383 million Swiss francs. Since
2010 - the launch of the “Transform” strat-
egy — the market value grew by 302 per-
cent. The very robust balance sheet with an
equity rate of 61.5 percent and an excellent
Net Debt-to-EBITDA ratio of 0.6% ensure se-
curity and a strong capital base as well as
agility in a rapidly consolidating market.

Strong in Processes and Innovation
Thanks to High Quality of the Teams
As a leading supplier we build on techno-
logical innovation and each year invest ex-
tensively in research & development. In
2018, R&D expenses amounted to 27.5 mil-
lion francs or 3.5 percent of sales. Own in-
novations increase the quality of integrated
development and production processes.

Each year, we invest a considerable sum
in training our more than 2300 highly qual-
ified and skilled employees worldwide. Sieg-
fried's corporate values and management
principles with company-wide validity unify
all employees to form a global team. They
represent the basis for our corporate prom-
ise “expect more”.

Perspectives in a Dynamic and
Forward-looking Market

The health market — specifically the drug
market — enjoys outstanding growth and
earnings perspectives. Drugs play a crucial
role for people to attain an increasingly high
age at a good quality of life, and Siegfried
as a supplier to pharmaceutical companies
operates in the midst of this attractive
market.

The outsourcing market is growing be-
cause the development of drugs is connect-
ed with increasingly large risks. Conse-
quently, the pharmaceutical industry relies

on reliable, strong partners such as Siegfried
to minimize risks. The CDMO market is
heavily fragmented and undergoing an on-
going process of consolidation. In this mar-
ket we shall continue to play an active role.

Convincing Yield for Shareholders
Between end 2013 and end 2018, Sieg-
fried’s registered share grew by 107.9 per-
cent, clearly above the rate of the relevant
Swiss Performance Index (SPI), which grew
by 25.4 percent. Total Shareholder Return®
between end 2013 and end 2018 amount-
ed to 114.2 percent. With a weighting of
70 percent, the ratio bears influence on the
long-term remuneration component of
Siegfried’s management?, thus aligning the
interests of shareholders with those of man-
agement.

Siegfried aims to strike a balance be-
tween attractive, predictable profit distribu-
tion and available means for the efficient
implementation of strategy. Dividends are
paid out from operating cash flow.

" Compound Annual Growth Rate

2The net debt to EBITDA ratio gives an indication
as to how long a company would need to
operate at its current level to pay off all its debt.

3 Total Shareholder Return is a measure of the
performance of different companies’ stocks and
shares over time.

4 Long-Term Incentive Plan (LTIP)

Siegfried Share in Comparison
with the SPI
31 Dec. 2013 - 31 Dec. 2018
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Total Shareholder Return
31 Dec. 2013 - 31 Dec. 2018

114.
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Average Annual Growth (CAGR)
31 Dec. 2013 -31 Dec. 2018
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Equity Rate
31 Dec. 2018

ol.5"
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4 Questions to

Dr. Reto Suter

Chief Financial Officer

Where in the near future do you
intend to invest the means generated
from the strong cash flow?

Siegfried pursues a growth strategy. The
strong operating cash flow is used mainly to
finance this growth. Cash and cash equiva-
lents can moreover be used to reduce loans
and borrowings or redeem hybrid bonds.
This in turn increases our debt capacity to
finance our growth.

In the coming years, where do you
recognize the main market risks and
how do you prepare to meet them?

We recognize market risks in two areas: On
the one hand, as an internationally operat-
ing company we are exposed to currency
risks which we meet by striving to balance
earnings and expenses in the various cur-
rencies (natural hedging). On the other
hand, we purchase raw material required
for drug substance production in the mar-
ket at prices exposed to market influences.
In this regard we benefit from a central stra-
tegic procurement function established
several years ago. This helps us today to
manage and minimize these risks.

What is the ideal balance-sheet
structure for Siegfried, and what is the
situation today?

Across time, the strong operating cash flow
will further improve the very stable financ-
ing structure in place today. Our emphasis
is on conservative financing. In case of an
acquisition this gives us the necessary flexi-
bility.

What may shareholders expect from
dividend policy in the future?
Siegfried’s shareholders may expect con-
stant, slightly growing dividend payments.



