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L etter from
the Chairman

- s

Albert M. Baehny

Chairman of the Board of Directors

Dear Stakeholders

For Lonza, 2022 was a year characterized by sustained growth
momentum supported by a focus on stable business performance
and corporate sustainability. The Board has worked closely with
the executive management to ensure the company strategy
remained focused on serving the most pressing and complex
needs of our customers while delivering long-term value back
to our business.

Macroeconomic Context

In 2022, we saw the COVID-19 lockdown restrictions lifted in
various western markets, meaning many of our colleagues were
able to return to our offices. However, the year also brought
challenges, including inflationary pressures, exacerbated
by the prospect of energy supply shortages and increasing
macroeconomic uncertainty. All these issues carried impacts
for the global corporate community.

Through this time, | have been impressed by the focus and
commitment of our global employee network. The focus and
dedication of our people have helped us to navigate uncertainties
while maintaining performance and continuity for our customers.

Investing for Long-Term Success

In 2022, the Board has coordinated with the Executive Committee
(EC) to ensure that our investment strategy continues to focus
on areas of sustained customer demand and market growth.
Following these guiding principles, we have approved significant
investments across all our divisions to serve our customers’
complex needs across the value chain, from development to
commercialization.

Specifically, the Board approved a major investment to build
a new large-scale, commercial drug product facility in Stein
(CH). The CHF 500 million investment will enable our business
to further support customers across the product life cycle, by
including commercial drug product manufacturing for large-
scale market supply. Scheduled to come online in 2026, this
facility consolidates our strong reputation for a broad range of
offerings across services and modalities.

Looking more widely at our investment strategy, we have
committed more than CHF 4 billion in CAPEX programs over
the last three years to support our long-term success. While we
maintain our growth momentum, we are proposing a shareholder
dividend of CHF 3.50 per share, representing a year-on-year
increase of 17% or CHF 0.50.

Furthermore, our strong balance sheet and positive outlook
enable us to initiate a share buyback program of up to CHF 2
billion. This will enable us to return excess capital to shareholders
at a time when our stock valuation is attractive for purchase.
We remain committed to maintaining our strong investment
grade rating. The share buyback does not impact our capability
to invest in organic growth and bolt-on M&A.



Corporate Responsibility

We understand that sustainable value creation is an ethical,
social and commercial imperative for our business, and aligns
with our company’s purpose of enabling a healthier world.
This commitment to corporate responsibility is shared by our
stakeholders, leadership team and global colleague community.

In 2022, we have consolidated our commitment to responsible
business by embedding sustainability into our global business
practices. The Board previously worked with the Executive
Committee to agree on the seven United Nations’ Sustainable
Development Goals (SDGs) that are most relevant to our business.
In 2022, targets were placed against each of the seven selected
SDGs and an Executive Committee member was assigned to
ensure the company delivered on its commitments.

2022 was the first year in which company performance against our
sustainability targets was integrated into our global remuneration
and reward programs. This has been designed to ensure that our
people integrate sustainability considerations into their working
practices. It will help us to create a culture of contribution,
where our success is defined by how much we give back, as
well as how much we achieve.

Creating Value in 2022

Looking to the Past, Present and Future

2022 represented a landmark moment as Lonza celebrated the
125th anniversary of its foundation. Such significant milestones
present rare opportunities for reflection. Our company has
undergone repeated transformations since it was founded in
1897 by the Swiss banker and philanthropist Alfons Ehinger. A
contemporary Swiss newspaper report described Alfons as a
leader of “tireless diligence and unshakable calm”. Buried in
our distant past, these characteristics still remain relevant and
valuable to our business today, and act as a guide to manage
the challenges and opportunities ahead.

Like the River Lonza, our business continues to move forward, and
the Board continues to ensure our Group strategy remains agile
and flexible to a changing world context. As we move into 2023,
we will remain focused on serving our customers, maintaining
stability and pursuing our purpose to enable a healthier world.

Thanks to our stakeholders

Lonza's success depends on the skills of our people, the loyalty
of our customers, the confidence of our investors and the
cooperation of our business partners. On behalf of the Board of
Directors, | would like to close by extending my sincere thanks
to all our stakeholders for their support and contribution to
our business over the course of the year. | look forward to
continuing our work and building further on our success in
the year to come.

Albert M. Baehny
Chairman of the Board of Directors
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L etter from
the CEO

Pierre-Alain Ruffieux
Chief Executive Officer

Dear Stakeholders

125 years on from the foundation of our company, Lonza is
more dynamic, agile and forward-focused than ever. Since 1897,
Lonza has constantly evolved to meet the needs of the day
with energy, light, fertilizer and now medical treatments and
technologies. In 2022, we continued to adapt to our changing
environment, while consolidating our position as a strategic
partner to the healthcare industry.

Today, the biopharma industry is able to treat many of the world's
most serious illnesses. The great challenge of modern medicine
does not lie only in the discovery of new treatments. We must also
find ways to manufacture and commercialize these treatments
while maintaining safety, quality and value. During 2022, we have
continued to fulfil our role as a trusted Contract Development
and Manufacturing Organization (CDMO), while delivering on
our targets, extending our offerings to meet customer needs
and laying strong foundations for our future success.

Financial Performance

In 2022, Lonza reported sales of CHF 6.2 billion, sales growth
of 15.0% AER (15.1% CER), and CHF 2.0 billion CORE EBITDA,
resulting in a margin of 32.1%. These robust financial results
are driven by strong underlying business performance and a
COVID-related sales peak in 2022, which supported both sales
and margin.

During the year, we maintained an active dialogue with our
investor community. Following Philippe Deecke’s appointment
as Chief Financial Officer at the end of 2021, he and | have
both spent time building relationships with our stakeholders
and investors. Alongside our Half-Year and Full-Year updates,

we hosted a series of investor briefings, including an investor
roadshow in H2. For the first time since the pandemic began in
2020, Phillipe and | have also had the opportunity to meet with
investors in person at events in key locations including London,
Zurich, New York and Boston.

Growth Investments and Consolidated Focus

Our investment strategy continues to focus on capturing growth
opportunities with attractive margins, while minimizing risk. In
2021, CAPEX reached 24% of sales, and in 2022 we continued to
expand this ambitious target to CHF 1.9 billion or 30% of sales.
In July, we committed to expanding our Drug Product Services
offering with a CHF 500 million investment in a new drug product
facility in Stein (CH). Once operational, the facility will complete
the value chain for our Biologics customers.

We also announced a series of additional planned investments
over the year, including an expanded highly-potent active
pharmaceutical ingredients (HPAPI) suite for antibody-drug
conjugate (ADC) manufacturing in Visp (CH). We also announced
an early phase capacity expansion in Bend (US). These projects
will enable us to build a global end-to-end offering for our
customers in key modalities.

Operating in the Post-Pandemic Era

Although many Western countries emerged from strict COVID-19
lockdowns in H12022, we remained vigilant across our global
business, monitoring outbreaks and observing local restrictions.
Infection levels were under control in many markets at the
end of 2022, but we remain aware of long-term impacts to
communities, economies and healthcare systems.

2022 brought industry challenges, such as extended lead times
for raw materials. Specifically, H2 was characterized by global
uncertainties arising from increased energy costs and potential
shortages. We continue to observe this shifting external context
by actively reviewing our business and operating context, both
at global and local site levels. We are actively working to mitigate
known risks while remaining agile to emerging and unexpected
business conditions.

Talent Retention and Development

There are high levels of competition to attract and retain industry-
leading talent in the healthcare industry. In this context, we are
continuing to focus on employee engagement, ensuring that
we listen to feedback and adapt to meet our colleagues’ needs.

Enabling employee growth is a critical driver for retention, and
in 2022 a particular focus was placed on establishing leadership
development programs, mentoring opportunities and career
roadmaps. Our Voice of Employee Survey shows a strong
increase in employees feeling that they can learn and grow at
Lonza. Our redesigned performance and rewards structure — the
Lonza Bonus - was launched in 2022. This aligns our divisions
and functions into one performance structure, and is designed
to recognize top talent with a consistent metric that takes



both company performance and personal development into
account. While recognizing colleague performance, we also
responded to global inflation volatility with an extraordinary
mid-year salary increase for the 16 countries in which 2022
inflation levels substantially exceeded forecasts.

We also remain committed to carrying forward our flexible
working practices from the pandemic, with a clear focus on
work-life integration. In 2022, we launched a Global Hybrid
Working Policy, allowing office-based colleagues to balance three
days in the office with up to two days working from home each
week. We also introduced a tech-enabled program that allows
colleagues to work internationally for up to four weeks per year
while observing local employment laws. These developments
are designed to improve productivity, support wellbeing, and
encourage collaboration and creativity.

Our Global Leadership Team

There have been planned changes to our Executive Committee,
as Claude Dartiguelongue (former President of Capsules &
Health Ingredients) and Stefan Stoffel (former Head of Group
Operations) retired in 2022. | would like to take this opportunity
to share my sincere thanks for their many contributions to
Lonza and wish them both a long and happy retirement. As
these valued colleagues retire, we have appointed new industry
leaders to join the Executive Committee. In July, we were joined
by Christian Seufert as President of the Capsules & Health
Ingredients division, and in August, Maria Soler Nunez took up
the position of Group Head of Operations. Finally, in November,
Daniel Palmacci joined as President of the Cell & Gene division,
succeeding Jean-Christophe Hyvert who will now refocus on
his role as President of the Biologics division.

This expanded leadership structure will support the business
in optimizing growth potential, with a dedicated President for
each of our four divisions. It is my pleasure to extend a warm
welcome to Christian, Maria and Daniel. All three are proven
industry leaders with outstanding credentials, who will contribute
in steering our business towards new levels of sustainable
growth and development.

Progress on Sustainability

In 2022, our global operations continued to drive progress
towards our seven key sustainability targets, based on selected
relevant United Nations’ Sustainable Development Goals (SDGs).
We maintained momentum throughout the year in our ESG
ambitions. Year-on-year, we achieved a 6% reduction in energy
intensity, a 13% reduction in GHG emissions intensity, and a
13% reduction in water intensity. The substantial growth of
our business in 2022 was achieved largely without footprint
increases, and efficiency gains have enabled us to either meet
or exceed our 2022 ambitions.

Creating Value in 2022

As part of our ESG focus, we remain committed to contributing
to the communities in which we operate. To mark our 125%
anniversary, in October 2022 we announced plans to give
125,000 volunteering hours to community causes across
our global network. Commencing in 2023 - and every year
thereafter — each colleague in our global community can take
an annual volunteering day to dedicate to a local cause. Looking
to the future, the amount of time we give back will increase in
proportion to our growing colleague community.

Finally, we were proud to be recognized by Ethisphere® as one
of the 2022 World’s Most Ethical Companies. To receive this
recognition for the second year running is a testament to the
integrity of our people for remaining true to our values in the
decisions they take at work each day.

Group Outlook 2023

In 2022, the global business community experienced challenges
arising from macroeconomic uncertainty. In this context, our
position as a dedicated partner to the healthcare industry has
helped to protect our core business from short-term economic
fluctuations. In addition, our focus on long-term customer
contracts has helped to ensure continuing stability.

Looking forward, we remain on track to deliver our 2024 Mid-
Term Guidance, supported by a 2023 Outlook of high single-digit
CER sales growth. This reflects our strong underlying business
performance, balanced by a reduction in COVID-related sales
following the peak in 2022. A CORE EBITDA margin of 30 to 31%
is supported by strong productivity and pricing, and offset by
residual inflation and the ramp-up of new assets.

Thanks to our People and Stakeholders

As we celebrate 125 years of progress at Lonza, | would like to
take this opportunity to thank our partners and suppliers for their
engagement and loyalty, and our customers for trusting us to
bring their treatments and products to market. | would also like
to thank our investors for continuing to support our business.

Finally, my thanks to our colleagues across the global network
for their commitment and dedication to making a meaningful
difference in an increasingly complex world. | am particularly
pleased to extend a welcome to our 3,500 new colleagues
who joined Lonza in 2022, and | look forward to seeing what
our growing community will achieve for our business and
customers in 2023.

Pierre-Alain Ruffieux
Chief Executive Officer
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We expanded the functionality for our Cocoon®
Platform with a new magnetic selection capability
for cell therapy manufacturing.

2022
Highlights

January

We started 2022 with the launch of our new

bYlok® Technology for the discovery and design of
bispecific antibodies.

We also shared solid Full-Year 2021 financial results.

May

We announced our investment in additional
inhalation capabilities at our Tampa (US) site.

We expanded our Capsugel® offering with the
launch of titanium dioxide-free (TiO,-free) white
hard gelatin capsules, helping customers to meet
new EU regulatory requirements for nutraceutical
applications.

March

We announced Christian Seufert as our new

President of the Capsules & Health Ingredients
division.

We also announced the successful expansion of our
APl manufacturing laboratory in Nansha (CN).
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https://www.lonza.com/news/2022-03-08-14-00
https://www.lonza.com/news/2022-04-04-14-00

June

We announced the completion of our early clinical
phase development and manufacturing facility in
Bend (US).

We also launched the PyroCell® Monocyte
Activation Test - Human Serum System. This uses
human serum instead of fetal bovine serum for
pyrogen testing.

July

At the beginning of H2, we announced the appointment
of Maria Soler Nunez as Head of Group Operations.

We announced a CHF ~500 million investment to
build a large-scale commercial drug product facility
in Stein (CH).

We also announced a solid financial performance at
Half-Year 2022 with 16.8% CER sales growth and 33.1%
CORE EBITDA margin.

September

We announced our collaboration with Touchlight
to expand our end-to-end offering for mRNA
manufacturing.

We completed the expansion of our Highly Potent
API (HPAPI) multipurpose suite for payload-linkers in
Visp (CH).

We also announced the appointment of Daniel
Palmacci as President of the Cell & Gene division.

October

We announced the collaboration with Singzyme to
enhance our bioconjugation offering.

October marked an important milestone for our

Houston (US) site, with two cell and gene therapies
manufactured at the site receiving FDA approval.

November

We launched Capsugel® Enprotect™, the first ever
coating-free capsule to support the delivery of
acid-sensitive APIs directly to the small intestine.

We announced the collaboration with biotech

company AbTis to extend our bioconjugation
capabilities.
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17,494 e —

Employees (Full-time equivalent)

~5/0

New CDMO programs signed in 2022

>35

Global development and manufacturing sites

2,005

Trademark filings
New CDMO customers in 20224

Small? and large®* molecules

Active patent families

Constant exchange rate (CER); in actual exchange rate (AER) +15.0%
Including active pharmaceutical ingredients (API), highly potent API (HPAPI), dosage
form and delivery systems and particle engineering

Including mammalian, microbial, bioconjugates and cell and gene therapy products
(personalized medicines are included for pre-clinical and clinical molecules only,
early development services are included for pre-clinical molecules only)

Based on distinct companies
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Financial
Highlights

2022 was another year of strong performance for Lonza with
CHF 6.2 billion sales (15.0% AER'; 151% CER? sales growth) and
CHF 2.0 billion CORE EBITDA, resulting in a margin of 32.1%.
The sales growth was supported by strong momentum in the
underlying business and a COVID-related sales peak which
enhanced both sales and margin.

CORE EBITDA grew 19.8%, leading to a year-on-year margin
improvement of 1.3ppts. This increase was driven by a combination
of growth projects ramping-up and productivity improvements
in the base business. However, the strong productivity and base
profitability were offset by the residual impact of inflation. Our
business model and proactive approach allows us to actively
and effectively manage the impact of inflation through price
increases in our product business and inflation clauses in our
CDMO contracts. We are also working on procurement and supply
chain initiatives to manage the rising costs of raw materials.

Throughout 2022, we continued our accelerated investment
program to support future growth. For the Full Year, total capital
expenditures (CAPEX) reached CHF 1.9 billion or 30% of sales,
from which around 85% was deployed for growth projects.
Our growth projects carry an attractive financial return profile
and larger projects are de-risked by customer commitments,
long-term contracts and strong pipeline.

" Actual exchange rate
2 Constant exchange rate

14

Our return on invested capital (ROIC) remains strong at 11.4%
(0.7% ppts increase vs prior year). This was driven by CORE
EBITDA growth and partially offset by a 5ppts increase in our
effective tax rate, which now stands at 15.9% - around the lower
end of our guided range (16 to 18%).

In 2022, we delivered a negative free cash flow (FCF) before
acquisitions of CHF 465 million, reflecting our strategy of high
CAPEX investments but also a temporary increase in inventory to
maintain supply continuity. Underlying cash generation remains
solid, with strong 18% FCF conversion before growth CAPEX.

We intend to initiate the return of excess capital to shareholders
through a share buyback of up to CHF 2 billion, based on our
strong balance sheet and positive outlook. The share buyback will
not impact our capability to invest, and we remain committed to
maintaining our strong investment grade rating. We expect the
buyback to commence in H12023 and be completed in H12025.



Outlook 2023
and Mid-Term Guidance 2024

Lonza provides the following Outlook for Full-Year 2023, assuming
no unexpected adverse events:

e High single-digit CER sales growth
e CORE EBITDA margin of 30-31%

Personal Perspective

Philippe Deecke
Chief Financial Officer

In 2022, we delivered a solid financial performance in line with our
guidance, despite a challenging macroeconomic environment
characterized by supply chain challenges, and rising inflation
and interest rates. Our net debt leverage of +/-0, enables us to
fully maintain our investment and financing flexibility.

CAPEX reached 30% of sales in 2022 as we continued to invest in
organic growth opportunities to secure our long-term success.
We maintained a strong investment focus on Biologics, while
ensuring a balance by providing funding to growth projects
across all divisions. Our investment criteria remained unchanged,
with an IRR threshold of between 15 and 20% and a ROIC at
peak of 30% or more.

Creating Value in 2022

Lonza confirms its Mid-Term Guidance 2024:

e Low teens CER sales CAGR (2021-2024)
e ~33-35% CORE EBITDA Margin
e Double-digit ROIC

IT continued to support growth, with the initiation of major
infrastructure projects to boost our operational resilience and
security. This will remain critical as we continue to grow. At the
same time in Finance, we introduced new automation processes
in our Global Business Service Centers and continued our focus
on advisory excellence. In 2023, a functional priority will be a
focus on end-to-end processes and further standardizing our
finance offering to improve scalability.

We continue to work on pricing
and productivity which are two
core competencies in the current
macroeconomic environment. We
are committed to continue investing
in high-value organic opportunities
to drive future growth. These measures
will support our financial performance
in 2023 and beyond.

Supported by our strong and
differentiated market position and
our record for innovation and quality,
we are well placed to capture value in
the CDMO industry.
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Historic Progression

Sales
Million CHF

2018

5,542
2019 4,2072
2020 4,5082

2021 5,4092

2022 6,223

CORE EBITDA
Million CHF

CORE EBITDA Margin

In %

2018

|

2019 1,3342

2020 1,37923

30.6%%*

2021 1,665?

30.8%?

321%
CORE EPS diluted
CHF
2018 1.987

2019 1.402

2020 9.78%3
2021

2022 4.7

N ‘
o
d

ROIC

in %

2018
2019
2020

2021

2022

Capital Expenditures (CAPEX)
Million CHF

CAPEX/Sales

In %
2018
2019

2020

19.7%?

2021 1,2092
24.0%2
30.1%
Net Debt/CORE EBITDA*
Ratio
2018
2020
2021 (a8

2022 o]

' Lonza continuing operations, excluding the Water Care business classified as discontinued operations
2 Lonza continuing operations excluding the Specialty Ingredients business, that was sold on 1July 2021 and therefore reported as discontinued operations in 2021
3 CORE results for the Full-Year 2021 were restated to reflect the changes from the revised Alternative Performance Measures policy that was introduced on 1January 2022

4 “Net debt”, “Net debt / CORE EBITDA" reflect total group including discontinued operations from 2018 to 2020 and continuing operations (excluding Lonza Specialty Ingredients business)

from 2021 onwards
5 Lonza including Water Care business
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Investor
Information

Shares of Lonza Group Ltd are listed on the SIX Swiss Exchange
and Swiss Market Index (SMI). We also maintain a secondary
listing on the SGX Singapore Exchange. The nominal value of
the Lonza Group Ltd share is CHF 1. Our share price closed at
the end of 2022 at CHF 453.1 per share, which represents a
decrease of 40.5% in 2022.

The free float in Lonza Group Ltd registered shares reached
99.75% at year-end, and the average daily trade volume was
166,895 shares in 2022.

Listing and Security Information

Stock Exchange Listing / Trading:
SIX Swiss Exchange
SGX Singapore Exchange

Common Stock Symbols:
Bloomberg LONN SW

Reuters LONN.S

Six Swiss Exchange LONN
SGX Singapore Exchange O6Z

Security Number:
Valor 001384101
ISIN CHO013841017

Dividend Payment History'
In CHF/Share

Creating Value in 2022

Shareholdings

According to disclosure notifications filed with Lonza, the
following shareholders held more than 3% of Lonza’s share
capital as of 31 December 2022:

Principal Shareholders:
BlackRock, Inc., New York, NY (USA) 9.92%

We know of no other shareholder(s) that owned more than
3% of our share capital as of 31 December 2022. To the best
of our knowledge, the shareholder mentioned above is not
linked by any shareholders’ agreement or similar arrangement
with respect to their shareholdings in Lonza or the exercise of
shareholders’ rights. For a full review of the individual disclosure
notifications made during 2022, please refer to the SIX Swiss
Exchange disclosure platform.

Dividend

Lonza's Board of Directors is proposing a dividend for shareholders
of CHF 3.50 per share for 2022. The proposal represents a
payout of 21.4% of 2022 reported profit for the period of Lonza
Group (or 25% excluding the gain of divestitures). Subject to
approval at the upcoming Annual General Meeting (AGM) on 5
May 2023, 50% of the dividend of CHF 3.50 per share will be
paid out of the capital contribution reserve and will therefore
be free from Swiss withholding tax.

215

215

3.502

' This overview shows year of pay-out for all past years, thereby addressing some inconsistencies in previous reports

2 Proposed

19
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Lonza Share Price Development 2020 - 2022

In CHF/Share
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Financial Events in 2022 Share Price in 2022
O Full-Year Results 2021 26.01.2022 Share Price High CHF 749.2 on 03.01.2022
© Annual Report 2021 24.03.2022 Share Price Low CHF 437.5 on 20.12.2022
® Annual General Meeting 05.05.2022 Share Price Closing CHF 453.1 on 30.12.2022
© Ex-Dividend Date 09.05.2022
G Record-Dividend Date 10.05.2022
@ Dividend-Payment Date 11.05.2022
©® Half-Year Results 2022 22.07.2022

Source: Bloomberg

Lonza Share Price Development vs. Swiss Market Index (SMI) and MSCI Healthcare Index 2022
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Upcoming Financial Events

Creating Value in 2022

Date Time Event

20 April 2023 17:00 CEST Closing of the Share Register

5 May 2023 Annual General Meeting for the Financial Year 2022
9 May 2023 Ex-Dividend Date

10 May 2023 Record-Dividend Date

10 May 2023 Qualitative Update

11 May 2023 Dividend-Payment Date

21 July 2023 Half-Year Results 2023

17 October 2023 Capital Markets Day (including Qualitative Update)
31 January 2024 Full-Year Results 2023

More information for our shareholders and capital market is
available on Lonza's Investor Relations webpage. To learn more
about Lonza's activities during 2022, refer to our News Archive.

Ten-Year Overview of Major Key Indicators

million CHF 2013 2014 2015 2016 2017 2018" 20192 202023 20212 2022
Sales 3584 3640 3,803 4,132 4,548 5542 4207 4508 5409 6,223
CORE EBITDA 711 743 793 918 1,196 1,511 1,334 1,379 1665 1,995
Margin in % 19.8 20.4 20.9 22.2 26.5 27.3 31.7 30.6 30.8 32.1
EBITDA 647 737 780 848 1,084 1,429 1,264 1,378 1,365 2,139
Margin in % 18.1 20.2 20.5 20.5 23.8 25.8 30.0 30.6 25.2 344
Result from operating activities (EBIT) 253 423 428 486 673 842 825 901 851 1,541
Margin in % 7.1 116 113 11.8 14.8 15.2 19.6 20.0 15.7 24.8
ROIC in %4 n.a. n.a. n.a. n.a. 8.4 8.0 9.2 9.1 10.7 114
CORE EPS (diluted) in CHF 497 6.76 6.76 8.38 10.78 11.98 11.40 9.78 12,63 14.71
EPS (diluted) in CHF 1.67 4.54 5.26 5.69 9.70 8.77 8.68 9.77 9.05 16.34
Operational free cash flow (bef. acquisitions and divestitures) 519 476 693 638 658 884 371 504 399 (465)
Net debt / (net cash)® 2,103 2,011 1660 1584 3762 3534 2961 2,813 (958) (186)
Net debt / CORE EBITDA® 3.0 2.7 2.1 1.7 2.7 2.3 1.8 1.7 (0.6) (0.1)
Number of employees (Full-Time Equivalent)® 9935 9,809 9,829 10,130 14,618 15375 15468 14,062 16,218 17,494

w o=

introduced on 1January 2021

IS

business) from 2021 onwards

o

Ingredients business) from 2020 onwards

Lonza continuing operations, excluding the Water Care business classified as discontinued operations
Lonza continuing operations, excluding the Specialty Ingredients business classified as discontinued operations and disposed of effective 1, July 2021
CORE results for the Full-Year 2020 (CORE EBITDA, ROIC, CORE EPS) were restated to reflect the changes from the revised Alternative Performance Measures policy that was

Refer to section “Alternative Performance Measures” of the Financial Report for more details on the calculation methodology
“Net debt”, “Net debt / CORE EBITDA" reflect total group including discontinued operations from 2013 to 2020 and continuing operations (excluding Lonza Specialty Ingredients

“Number of employees (Full-time Equivalent)” reflect total group (including discontinued operations) from 2013 to 2019 and continuing operations (excluding Lonza Specialty
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Our Strategic
Priorities

Across our four divisions (Biologics, Small Molecules, Cell & Gene
and Capsules & Heath Ingredients), we offer a wide breadth of
services and products that deliver on our Group vision to bring
any therapy to life.

Today, the biopharmaceutical industry is able to treat many of
the world’s most serious illnesses. The great challenge of modern
medicine does not only lie in the discovery of new treatments.
We must also find ways to manufacture and commercialize
these treatments at speed while maintaining safety, quality
and value. At the same time, we see that treatments and
modalities are becoming increasingly complex and the path to
commercialization is becoming more challenging to navigate.
In this uncertain and changing environment, Lonza’s ability to
support customers across the entire product lifecycle has never
been more important.

Our unique capability to meet customers’ complex needs is
underpinned by five strategic priorities which sit at the heart
of our business strategy. While maintaining a focus on these
priorities, we also remained responsive to changes in the external
environment in 2022 - from macroeconomic trends to the
evolving competitive landscape. By delivering on our strategic
priorities while remaining agile to change, we will continue to
drive long-term value and success.

This section highlights our five strategic priorities, and
demonstrates the progress made in each key area during 2022.

Our Strategic Priorities

Service

Delivering exceptional customer service, built upon mutual trust
and respect, is a priority for our business. We work alongside our
customers to address their most pressing needs. This approach
is supported by close collaboration and an integrated, end-to-
end service offering.

Across the business, we continued to maintain our focus on
Lean operating principles with the rollout of our Lean training
program in 2022. By actively identifying opportunities for
improvement in day to day performance, this approach drives
operational excellence internally while delivering improved levels
of speed, value and quality for our customers.

In 2022, we ran our Lonza Promoter Score (LPS) survey for the
third consecutive year. This provided valuable insights into our
customers’ satisfaction with our services and products, and
enabled us to measure our impact. The feedback consistently
demonstrated the value that our customers place on the specialist
knowledge of our people. From large pharma and nutraceuticals
to small biotech, our customers actively seek the expertise of
our colleague community to bring their treatments to market.
We have seen increased satisfaction scores across the business
in 2022 compared with the first LPS survey in 2020. This reflects
our ongoing efforts to drive continuous improvement.

In Capsules & Health Ingredients, we launched a new service
package to further enhance collaboration with our customers.
Through Launch with Lonza™, we now partner with customers
to help solve their unique dosage delivery challenges. This
collaborative approach positions Lonza as an industry leading
partner with the capabilities and expertise to guide customers
through the entire product cycle.
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Service Scope Sustainability Solutions Speed
Manufacturing An unparalleled Delivering long- Scientific, Ability to
and operational breadth of term value, regulatory and accelerate
excellence to offerings across economically, manufacturing the path to
deliver quality, services and environmentally expertise to solve commercialization
value and “right modalities and socially our customers’
first time” challenges



Scope

To support our vision to bring any therapy to life, we continued
to expand our breadth of offerings. Over the course of the
year, we continued to build both capacity and capability in
our Small Molecules division. In March 2022, we completed an
expansion to our laboratories in Nansha (CN) for the clinical
supply of highly-potent APIs (HPAPIs). HPAPIs form a large part
our development pipeline, and the expansion enables us to meet
growing global demand for HPAPI manufacturing - especially
in oncology clinical trials.

In response to strong demand from customers for agile, phase-
appropriate manufacturing services for early-phase clinical
trials, we added a dedicated Early Phase Clinical Manufacturing
facility at our Small Molecules site in Bend (US). This new
facility provides additional capacity for solutions to complex
bioavailability challenges in clinical projects.

In Biologics, there was a major development in July 2022, when
we announced a ~CHF 500 million investment to build a new
commercial Drug Product facility in Stein (CH). This new facility
strengthens our ability to support customers throughout the
drug development journey from early development to clinical
and commercial supply.

Finally, in Capsules & Health Ingredients, we expanded the breath
of our offerings in 2022 to satisfy growing pharmaceutical and
nutraceutical customer demand for high-value capsules with
novel functionalities. From specialized delivery solutions to
“free-from” products, our differentiated and broad portfolio
ensures that we can meet customer needs.

Sustainability

At Lonza, sustainability is about delivering long-term value
environmentally, economically and socially. To support our
work in this important area, we have selected the seven UN
Sustainable Development Goals (SDGs) that are most relevant
to our business. These range from climate and water action
to people development and gender equality. As of 2022, we
reflected this ESG focus in our global remuneration policies
across every level of the organization. This was designed to drive
engagement and ensure that sustainability achievements are
recognized as a core metric in our long term success.

Significant gains have been made at a site level across the global
network. In Visp (CH), we completed an investment to achieve
a 20% annual reduction in water usage by using recycled water
for steam production. In Nansha (CN), we have achieved an
annual saving of 90 MWh with a simple upgrade to automate
our air conditioning systems. Finally, our site in Puebla (MX) is
now using 100% renewable electricity from wind and solar to
power its operations.

Creating Value in 2022

At a global level, we sourced 25% of our purchased electricity
from renewable sources in 2022, as part of a program to replace
our traditional power mix with green electricity by 2025, where
possible. While our business grew substantially during the last
year, this was achieved alongside efficiency gains and without
significant footprint growth. As a result, we met all of our global
sustainability intensity goals in 2022, and have already reached
our 2030 targets on waste and CO, emissions. We have since
amended our 2030 goals to target a more ambitious 50%
reduction in intensity.

Solutions

We support our customers with a combination of scientific,
regulatory and manufacturing expertise. In 2022, we responded
at speed to changing regulatory requirements and supported
customers through stringent commercial approvals. This was
accompanied by the launch of several new solutions backed
by our scientific and manufacturing capabilities.

Capsules & Health Ingredients launched two innovative capsule
solutions in 2022. Capsugel® Enprotect™ is designed for intestinal
drug delivery and does not disintegrate during stomach transit.
This provides a viable oral solution to deliver novel therapies to
the small intestine. We also launched our proprietary titanium
dioxide (TiO,)-free white hard gelatin capsule in response to
the European Union Commission’s decision to ban TiO, from
food colorants. The TiO, free capsule was recognized with a
Regulatory and Compliance Award at the CPhl Pharma Awards
in Q4.

The regulatory expertise of our Cell & Gene division was highlighted
in October 2022 when we announced that two cell and gene
therapies manufactured at our Houston (US) site received FDA
approval. These approvals represent the second and third cell
and gene therapy (CGT) commercial approvals supported by the
facility, and reflect our colleagues’ commitment to partnering
with our customers on the path to commercialization. We are
committed to collaborating with regulatory authorities and
playing an active role in establishing commercial manufacturing
quality standards as the CGT field continues to evolve.
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Our approach to innovation provides a critical point of
differentiation for our business and delivers advantages for
our customers. In the last year, Cell & Gene focused on further
enhancing the performance and functionality of our innovative
Cocoon® Platform for automated cell therapy manufacturing by
introducing a magnetic selection capability, which is designed
to address challenges in the manufacturing process. The
magnetic selection capability, which we announced in April
2022, can be utilized at any point in the manufacturing process
to provide a high level of customization and consistency. It
expands our end-to-end solution for cell therapy manufacturing
and demonstrates our commitment to sustained investment in
next-generation technologies.

We continue to innovate our offering in line with evolving
customer needs. In recent years, the biologics pipeline has
continued to evolve towards more complex protein formats.
Responding to this industry development, in January 2022 we
launched our new bYlok® technology platform for the discovery
and design of complex proteins. The solution was recognized
by The Medicine Maker amongst the top innovations of 2022.
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Speed

The path to commercialization continues to accelerate across
the healthcare industry, and we understand that speed remains
a critical contributor to competitive advantage. Across the
business, we continue to find new ways to ramp up speed to
market for customers of all sizes. In particular, smaller companies
without in-house development and manufacturing capacity
can significantly benefit from collaborating with a single CDMO
throughout their development and manufacturing journey.

We understand that biopharmaceutical companies face increasing
pressure to advance molecules to first-in-human trials faster
than ever before. Our early development services in Slough
and Cambridge (UK) are helping Biologics customers to de-risk
this process with efficiency gains, which offer huge potential
to accelerate timelines. We combine human expertise with
artificial intelligence (Al) to resolve potential issues and stabilize
molecules prior to clinical trial. This offering is helping customers
to reduce failure risks in early development, reduce failure risks
and accelerate speed to market.

We also launched two new offerings in Biologics targeting
standard and more complex proteins to support timelines to
clinic. We can now support our customers in moving from gene
to Investigational New Drug designation (IND) filing in 11 months
for standard monoclonal antibodies (mAbs), and from gene to
IND in 13 months for more complex proteins.

We continue to advance our bioconjugates offering to support
speed to patient. We now offer the Lonza Bioconjugation
Toolbox, which provides customers access to tools and scalable
technology to support discovery, development and manufacture.
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Our Approach
to Sustainability

Our purpose to enable a healthier world shapes not only the
products and services that we deliver for our customers, but
also our approach to doing business. Across our global network,
we remain committed to improving our social engagement and
governance activity while reducing our environmental footprint.

The Global Reporting Initiative (GRI) Standards are critical in
ensuring transparent reporting against sustainability commitments.
We track our performance against this recognized industry
benchmark, across a range of economic, environmental and
social indicators.

This section of our Annual Report provides a short overview of
the most important sustainability topics in our business today. It
is supported in greater detail by the 2022 Sustainability Report,
which offers deeper levels of information and insight into our
sustainability commitments and latest performance indicators.
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Building a Sustainable Business Model

In 2021, we completed a materiality assessment to support
our business as it completed its transformation into a pure
play partner to the pharma, biotech and nutrition industries.
This assessment enabled us to prioritize the initiatives and
activities that best support sustainable development in the
healthcare context. It laid the groundwork for establishing a
clear sustainability focus in 2022 - the first full year in which
our business has been fully dedicated to serving the healthcare
industry. Ten sustainability topics were identified as the most
relevant for us globally, reflecting the impact of our operations,
products and services across the value chain.

We also support the UN Sustainable Development Goals (SDGs).
These goals span health, education, inequalities, responsible
consumption, climate change and natural resources. We have
prioritized seven SDGs which are most relevant to our own
operations. These goals are embedded within our sustainability
roadmap and provide a focus for our targets and achievements.

To raise awareness and drive engagement with these important
metrics, each of the seven SDGs has been directly assigned to
an Executive Committee (EC) member. They are each supported
by a Program Manager to develop initiatives and oversee
implementation across the business.

As of 2022, these SDGs and related performance metrics are
built into our global compensation framework, to capture

sustainability as a key measure of both business success and
personal development.

Our Guiding Principles

UN Sustainable Development Goals (SDGs)

GOOD HEALTH
ANDWELL-BEING

e

QUALITY
EDUCATION

GENDER
EQUALITY

CLEAN WATER 1 3 CLIMATE
ANDSANITATION ACTION
ANDPRODUCTION

E&cm&
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Our Policy

Compliance and Integrity

We ensure that legal compliance, integrity and
ethical conduct are the foundations in every place
we operate.

Our People

We develop our employees by helping them grow.
We provide safe workplaces, care for employees’ well-
being and foster their involvement and participation.

Our Environment

We strive to continually reduce emissions, energy,
water and material intensity.

Vision ZERO

We continually improve our systems and aspire to
ZERO incidents, injuries and environmental footprint.

Value for Society

We create value for society by innovating and
delivering science-based solutions to enable a
healthier world. We engage in the communities
where we operate.

Our Focus: Material Topics

Responsibility

e Anti-Bribery/Anti-Corruption
e Supply Chain Responsibility

Environment

Carbon emissions (Scope 1, 2 and 3)
Energy

Water and Effluents

Waste

Occupational Health and Safety

Diversity and Equal Opportunity

Employee Recruitment, Development and Retention
Employee Engagement
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Sustainability Targets

To enable continual progress on our safety and sustainability
performance, we have established a clear set of incremental
targets between 2019 and 2030. These intensity targets include
a 36% reduction for energy and greenhouse gas emissions and
24% reduction for waste. Our 2018 performance establishes a
baseline, and targets were reassessed and updated to reflect
the new focus of our business after the divestment of the former
Specialty Ingredients segment in 2021.

Each sustainability target is measured per CHF million in sales
to align with our growth trajectory. This measure takes into
account our diverse and evolving product portfolio, which
includes manufacturing pharmaceutical ingredients and capsules,
health ingredients, gene therapy and cell media production,
alongside the licensing of technologies and systems. Using a
denominator of financial value ensures that our diverse portfolio
can be consistently measured and allows us to carry forward
this metric in the case of business growth, major acquisitions
or divestments.

Alongside these initiatives, we continue to work towards our
global goal of procuring and sourcing all our electricity from
renewable sources by 2025, where available.

Renewable Electricity Ambition

Renewable
Electricity by 2025
(where available)

In addition to this global measurement framework, operating
sites set targets for material topics within their localities (such
as emissions, water quantity and other parameters). Each site
in our global network has a three-year roadmap with detailed
action plans to deliver against global and local targets.
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Our Progress in 2022

In 2022, we recorded a considerable reduction in the intensity
numbers, which is related to significant growth without
proportionate footprint increases, supported by additional
efficiency gains. These intensity reductions also reflect the
shift in our business model to become a strategic partner to the
healthcare industry. As we have already reached the majority
of our initial 2030 intensity targets, we are resetting our targets
to a more ambitious level. We are now aiming to achieve 50%
reductions in intensity by 2030, compared to the 2018 baseline.

Our Progress in 2022

GHG emissions
intensity reduction
(vs 2018 baseline)

-31%

L

Energy intensity
reduction
(vs 2018 baseline)

-27%

Wy 4%

Water intensity
reduction
(vs 2021 baseline)

-13%

M Progress in 2022 Progress up to FY 2021

Updated 2030 Targets
Baseline 2018, Total Company (Per CHF 1 Million Sales)

(olo)

2
Intensity

Waste
Intensity

Energy
Intensity



Safety Targets

At Lonza, we follow our Vision Zero initiative, which aspires to
zero workplace injuries and illnesses, manufacturing process
incidents and environmental incidents. Safety targets are set
locally by sites and are aligned with Vision Zero. Our framework
measures both the identification and completion of safety-related
corrective actions, rather than measuring injuries alone (which
can vary widely from year to year). This leading metric drives
engagement, understanding and behavior change within our
global workforce.

Safety Target
Vision Safety
Z E RO Improvements
Zero Lost Time Injuries Site targets for safety

(Aspiration) improvement actions

Personal Perspective

Andreas Bohrer
General Counsel

Sustainability is one of our five core strategic priorities. It
secures our freedom to operate, boosts investor confidence
and supports talent attraction and retention. For these reasons,
it sits at the heart of our approach to delivering long term value
at an economic, environmental and social level.

In 2022, we made good progress on our ESG commitments. We
reduced greenhouse gas, energy and waste intensity, progressed
our initiative to transition to 100% renewable electricity, and
undertook major water stewardship projects. At the same
time, we defined sustainable design standards for our growth
projects, and engaged with our suppliers to reduce Scope 3
emissions across the value chain.

We understand that our people are key to driving progress on
sustainability. Starting in 2022, we increased engagement across
the organization. ESG now accounts for 25% of the business
performance component in our employee bonus calculations.

Creating Value in 2022

Mitigating Risk with a Data-Driven Approach

Safety and sustainability are both commercial and ethical
imperatives. They provide opportunities to drive value for society,
our customers, our employees and the environment. To ensure
we maximize these opportunities, we take a systematic and
data-driven approach to delivering on our targets.

At every site, we collect data on accidents and incidents, energy,
water and waste, and analyze deviations from established goals.
Our sites are regularly visited by our Environment, Health and
Safety (EHS) team. The EHS team audits our sites to identify
compliance risks and procedures to ensure that we can take
appropriate corrective measures. We also regularly review site
and workplace risks and identify ways to mitigate any impact
on our wider business performance.

There is a lot more to do in this area and our aspirations are
ambitious. In 2023 and beyond, we aim to further reduce
greenhouse gas emissions as well as water and energy intensity.
We will also continue to work with our suppliers and our customers
to improve ESG along the value chain. At the same time, as a
science-led company we are currently examining how we can
refine our approach to target setting.

By ensuring that sustainability remains a long-term strategic
priority, we will continue to enable a healthier world for people
and planet alike.
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Our People
and Culture

Overview

Our people sit at the heart of our business. They are critical to
our ability to deliver and succeed. To ensure they feel valued,
we continue to focus on developing a strong structure adapting
accordingly, and continually improving our employee experience.
This is an important part of our global people strategy, which is
designed to enable our colleagues to “Come, Stay, Grow and
make a Meaningful Difference”.

In 2022, we have continued to evolve our strategy to encourage
continuous improvement on the topics that matter most to our
employees across our global network. As we maintain momentum
through a period of rapid growth, in 2022 we focused on the “stay”
and “grow” pillars of our employee offering to support the retention
of our current colleagues, as well as improving the onboarding
experience for newly hired talent. Personal development and
job satisfaction remain priorities to ensure we continue to offer
rewarding career opportunities, improve long-term job satisfaction
and support sustainable growth across our global business.

People at Lonza

Our diverse global community encompasses a broad range of
backgrounds, cultures and perspectives. Across the 28 countries in
which we operate, our employee community comprises more than
100 nationalities. We have a cross-generational community and -
in line with previous years — we continued to see a proportionate
increase in the recruitment of younger employees during 2022.
Globally, the gender split remains at 36% female and 64% male.

We understand the value and importance of diversity and
inclusion across our employee community. By embracing
different characteristics, preferences and beliefs, we can
encourage innovation, engagement and creativity. Further
information on recent initiatives in this area can be found in
our 2022 Sustainability Report.

Coming to Lonza (Attracting the Right People)

In 2022, our work continued to support a strong pipeline of
talented candidates, supported by a strong onboarding process
as an integral part of our recruitment program. More than
3,500 new employees joined Lonza in 2022. Our recruitment
activities had a strong focus in our Visp (CH), Houston (US) and
Portsmouth (US) sites.
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We continued to focus on the strength of our talent pipeline
by enhancing our portfolio of Employer Value Proposition (EVP)
content and campaigns. Improved access to interactive and
video content has supported talent attraction and helped new
joiners to understand our working practices and cultural values.

We have also improved the onboarding experience in 2022, in
the time prior to an employee’s start date as well as in the first
days of joining. This has been designed to manage turnover
levels for early tenure employees. It was delivered by expanding
our digital onboarding tool, which has created a tailored and
engaging platform for new hires across selected test sites in
the US and Switzerland. Feedback received from Houston (US),
the first pilot location, has shown that the tool provides an
enhanced onboarding experience with the overall satisfaction
rate increasing by 17%. Positive responses to the question: “Do
you see yourself working for the organization in two years’ time?”
rose by 11%, showing a promising impact on retention. By using
the tool, managers, HR partners and new colleagues have regular
interaction in the time before hire and during onboarding. Having
confirmed positive outcomes from the test phase, the program
will be further expanded across Europe and Asia in 2023.

We continue to review our initiatives to ensure we can attract
industry leading talent and create an environment where they
can thrive and feel motivated by a sense of belonging. This will
support the ongoing expansion of our employee community as
we continue in our work to achieve our ambitious, sustainable
growth plans in the coming years.

Broad Balance Across Age Groups

Male
| s70 |
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Female
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Eight employees did not wish to disclose their gender

Creating Value in 2022

Staying at Lonza (An Empowering Environment for
our People)

A period of rapid growth in 2021 required us to focus on creating
a stable environment to attract new employees and, in 2022 the
focus shifted to talent retention. This strategic approach was
designed to engage our new colleagues and to manage the
challenges arising from a competitive external recruitment market.

2022 saw an employee voluntary turnover rate of 10.7%', globally.
This is in line with our competitors at a global level and is lower
than external market trends. However, higher rates were identified
at the beginning of the year for the Americas and for employees
with a tenure of two to three years on a global basis. In 2022,
we continued to collect data and insights to understand the
root causes of these movements. We also worked to establish
appropriate initiatives to improve retention. In response to the
findings, we worked to provide stronger career progression and
development opportunities and to create a more consistent
approach to leadership training. We have seen an improvement
to 14.4% for the Americas (from 16.6%) and 14% for employees
with a tenure of two to three years (from 17.2%). Improving
employee engagement and retention will remain a priority in
2023, to ensure that our new programs are culturally embedded
through sustained focus and commitment.

In 2021 and 2022, our Voice of Employee Survey and Exit

Survey information indicated that there was an opportunity to
improve work schedules across our global network. As part of

! Total turnover in 2022 was 12.8%

40* 36
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38” 25%

Female Executive
Committee Members

Female Board
Members
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our post-pandemic back-to-office planning, we redeveloped
our approach to hybrid working at a global level to ensure that
colleagues could continue to deliver while benefitting from
improved levels of flexibility.

Lonza’s Global Hybrid Work Policy was introduced in 2022,
allowing our employee population to perform part of their
work remotely for up to two days a week (where tasks allowed,
representing 25% of global employee base). This was designed
to provide time to connect with colleagues in person during
the remaining three days per week. Introducing a global policy
ensured a consistent experience for employees across our
network. In 2022, we also launched the “Work from Anywhere”
policy. This provides employees with an opportunity to work
from another location for up to four weeks per year, subject
to compliance requirements.

As we work in a highly competitive industry for talent acquisition
and retention, we invest in regular external benchmarking, as
well as actively listening to our colleagues. The insights gained
from our work in these areas has led to enhancements and new
offerings across our Total Reward suite.

During 2022, our Lonza Bonus plan was redesigned to bring
our divisions and functions into a single performance structure
that aligns to our One Lonza company performance ambition.
The new Lonza Bonus plan also encourages greater focus on
sustainability across the business, as a proportion of the company
performance calculation is now measured through our progress
on our Environmental, Social and Governance targets.

Further enhancements were made with new employee share
program offerings. Our “ShareMatch” program allows employees
to purchase an agreed number of Lonza shares at a discount,
with a company matching scheme after a three-year holding
period. This is expected to encourage colleagues to engage
with company performance and supports improved retention
rates. In 2022, it was offered to employees in Switzerland, the UK
and the US (excluding residents of California), with 30% uptake
among eligible employees, higher than external benchmarks for
this program. We aim to expand the eligible country list in 2023.

The Lonza Restricted Share Plan (LRSP) was also launched in 2022.
It allows senior leaders to nominate key strategic talent to receive
company shares on a three year holding period, for those who
are not otherwise eligible to receive company shares. The aim
is to recognize and reward high-value strategic contributorsin a
way that will encourage loyalty and improve retention.

Throughout 2022, we have continued to explore ways to support
the wellbeing of our people. We launched a pilot of an Employee
Wellbeing App (“Lonza Life"), designed to boost the wellbeing of
our employees and their families in relation to health, wellbeing
and fitness. This pilot has given us the opportunity to listen
to and understand the needs of our employees. In 2023, we
will take a site or country approach to advance a meaningful
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wellbeing offering focused on Mental, Financial, Physical and
Social Wellbeing. Further support is provided through the
existing Employee Assistance Program (EAP), which provides
a global support structure, offering advice and guidance for
physical and mental health.

We aim to ensure that our people feel safe and empowered at
Lonza through a focus on Inclusion, Diversity and Belonging
(IDB). The IDB Council runs a series of regional events and
initiatives to ensure every colleague is welcomed and valued
for their differences. Specifically, Gender Equality was a focus
in 2022, in support of the UN Sustainable Development Goal
(SDG) 5, which targets an increase in women in management,
alongside initiatives to ensure gender equality across the
employee experience. These initiatives have seen the proportion
of women in management positions increase to 27.6% and
female representation across the company reach 36%. Our
Voice of Employee Survey found that appreciation of Lonza as
an inclusive and diverse company continued to increase between
Q3 2021to Q3 2022, with an increase in a feeling of belonging
from 66% to 68%. More information on the IDB Council and
the SDG 5 Gender Equality initiative can be found in the 2022
Sustainability Report.

Looking to 2023, we will continue to listen to employees’
feedback, benchmark progress, and monitor market trends
to ensure that we continue to care for our people. This is
important for our business, as we understand that strong and
sustained performance is made possible through happy and
engaged employees.

Growing at Lonza (Developing our People)

To ensure employees feel that they can build a career at Lonza,
personal growth and development became a focus in 2022.
It is a vital part of our employee career journey and a key to
long-term job satisfaction.

Our new Leadership Framework was developed, comprising
three core components: Care, Coach and Communicate. It
was designed to provide a common understanding of the
expectations of our leaders and to support them in navigating
the change from traditional management to servant leadership.
With the framework in place, our people can expect a consistent
experience across the business while leaders have the clarity
of clear guidance supported by a bespoke framework.

This overarching framework is supported by the launch of related
leadership development training including the Core Leadership
Impact Program (CLIP) and Accelerated Management Development
Program (AMDP). CLIP comprises a series of modules to empower
leaders by improving their awareness of their own strengths
alongside focal areas for improvement. CLIP was rolled out to
around 330 leaders in 2022. AMDP is a targeted program to
ensure a strong pipeline for senior leadership positions. It gives
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up to 10 employees the opportunity to experience supported job
rotation (internationally and domestically) and offers intensive
development programs to enhance leadership capabilities. It is
designed to ensure a strong and sustainable future by nurturing
leading internal talent.

We are also developing a culture of learning at Lonza through
Quality Education, linked to the UN SDG 4 (Quality Education). By
providing technical training programs we are encouraging our
people to take ownership of their development. We launched
LinkedIn Learning in 2021, and in 2022 we saw increased utilization
of this important resource with learning hours increasing by 72%.
We have curated several Lonza courses on the platform, allowing
for tailored and specialist training in areas most requested by
employees. We will explore ways to further enhance the use
of this tool in 2023.

The focus on personal and professional learning and the impact
on career development is demonstrated with an increase in
our internal mobility between positions to 29.8% in 2022 (an
increase of 5.6% from 2021).

Opportunities for personal and professional development
remain critical in creating and maintaining an engaged employee

Personal Perspective

Caroline Barth
Chief Human Resources Officer

During 2022, we continued to focus on building strong foundations
to drive engagement and retention. This was illustrated by an
increase in our Employee Engagement Index to 67 (from 65 in
September 2021).

We took time to listen to and understand our employees’
priorities, so that we could focus on the areas that mattered
most to them. Specifically, our Voice of the Employee survey
was designed to create an inclusive feedback culture. This
survey is now in its second year and provides an open forum
that allows each leader to understand the needs and values of
their people. The success of this platform is demonstrated by
the increase in participation rates to 71% (from 69% last year).

Collectively, our employee listening programs helped us to
develop a framework to guide our leaders on how best to serve
and support their people. Focusing on the three key areas of
caring, communicating and coaching, the framework is designed
to ensure consistent leadership across our global network.

Creating Value in 2022

community. We will continue to build a compelling environment
where employees are inspired to grow, by listening to feedback
from our biannual Voice of Employee Survey (distributed in
March and September) and establishing programs that can
influence career paths in a meaningful way.

Looking to 2023

With a strong baseline of employee feedback from our onboarding
experience, Voice of Employee Survey, Exit Survey and live
global people data, we have established a data-driven people
strategy that aligns with the needs of our people and business.

In 2022, we refined our strategic approach to ensure our
employees stay and grow with us, while maintaining momentum
in other key areas of our people offering. This will continue into
2023, with an emphasis on operational excellence, enhanced use
of automation, technology and continuous improvements to the
employee experience. As we continue to consolidate our culture
and identity as a strategic partner to the healthcare industry, we
aim to empower our leaders, to enable our employees to make
a meaningful difference and to provide an innovative approach
to sustainable and strategic talent development.

Looking to 2023, we will continue to use the insights from our
extensive datasets and, specifically, create improved career
development pathways for top talent. We have already seen the
benefits of this data-driven approach in 2022 with a year-on-
year 5% improvement in perceptions of career development.
Personal career growth opportunities are further enhanced by
the higher visibility of our internal career options, which have
supported an increase in our internal hire rate to around 30%.

To ensure we maintain momentum in the career development
space, we are also working to improve access to learning
programs to support development at all levels. This will ensure
that we are all equipped to make a meaningful difference to
our customers and their patients.
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Our Offering

Lonza is a preferred global partner to the pharmaceutical, biotech
and nutrition markets. We optimize scientific innovation and
manufacturing technology to enable our customers to serve
their patients and consumers.

By combining technological insight with world-class manufacturing,
scientific expertise and process excellence, we help our customers
to deliver new and innovative medicines that help treat a wide
range of diseases.

Our services and products span from early-phase discovery to
custom development and manufacturing of active pharmaceutical
ingredients to innovative dosage forms for the pharma and
consumer health and nutrition industries. Our scale and resources
mean we can provide a one-stop solution for our customers.

Our business is structured to meet our customers’ complex

needs across four divisions: Biologics, Small Molecules, Cell &
Gene and Capsules & Health Ingredients.

Capabilities offered by Lonza

Pre-clinical & Phase Il & Commercial

phase | Phase lll
Biologics v v v
v v v
v
v v v
v v v
v v v
v v v
2 | 2| <

" Process Development and Analytical Development as of 2023, cGMP
manufacturing as of 2024
2 Full commercial as of 2026

Innovation

Strategic innovation continues to drive progress and advancement
across the healthcare industry. Specifically, innovation in
pharmaceutical manufacturing directly impacts the market by
providing critical tools to support the future success of novel
drug candidates. By boosting efficiency and effectiveness in
healthcare manufacturing, innovation enables developers to
focus on the rapid development of novel and complex modalities
that target unmet medical needs.
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As a preferred CDMO, we leverage our substantial expertise and
experience to drive innovation across multiple modalities and
throughout the drug development process from discovery to
development, manufacturing, and commercialization.

We believe that investing in research and development (R&D)
is essential to meeting our customers’ long-term needs. Our
R&D network supports innovation across all our divisions and
modalities, leading to strong synergies and inventive projects
that have the potential to deliver benefits to the wider industry
and - ultimately - to the lives of our customers’ patients. Our
key cross-divisional innovation areas are summarized below.

Integrating artificial intelligence, machine learning and
robotics into the drug development and manufacturing
journey

In recent years, digitalization and industry 4.0 has become the
cornerstone of innovation. This global trend has wide-reaching
implications for many industries including medicine, life sciences
and healthcare manufacturing.

At Lonza, we are integrating various digital technologies into the
drug development and manufacturing journey. “Bioprocessing
4.0" is about digitally connected process that supports improved
speed, flexibility and efficiency, while managing cost. Such
connected and integrated technologies can unlock greater
depth of process knowledge, supported by advanced data
management capabilities, which can be used to optimize and
control processes.

We are already implementing machine learning algorithms (ML)
and artificial intelligence (Al) into our processes to navigate the
complexity and speed requirements of manufacturing novel
treatments. Examples of how Al has been implemented include
using computer vision technologies in quality assurance for
product quality optimization, and developing hybrid approaches
for process scale-ups that combine Al, mechanistic models
and statistics.

Al, ML and big data management are used in our R&D teams to
support computer-aided drug design, protein profile assessment,
engineering mammalian expression systems with DNA element
design, and for predicting side effects for novel therapies. In
small molecule development and manufacturing, ML algorithms
and automated solutions are implemented in retrosynthesis and
synthetic route optimization, toxicological assessment of new
chemical entities, and formulation design.

In addition, our Drug Products Services team has developed an Al
image analysis tool that aids in the fast detection and classification
of particles. There is a primary focus on detecting polysorbate
degradation products, which are crucial for maintaining the
stability of proteins to extend their shelf-life. This detection
technology aims to deliver therapeutics of the highest quality
by optimizing sub-visible particle imaging for formulation
development.



Another application of digitalization lies in workflow automation.
Digitally sustainable operations for managing laboratory work and
documentation can facilitate a smooth transition from manual,
paper-based documentation processes to a fully electronic
system that meets regulatory requirements. Lonza’s MODA®
Platform represents a comprehensive laboratory data and
manufacturing management solution across multiple systems
and scales. It has been implemented across selected areas of our
manufacturing network to boost process efficiency and quality.

Supporting the development and manufacturing of
emerging modalities

While standard monoclonal antibodies continue to dominate
the mammalian pipeline, we are witnessing an uptake of new
molecular formats into the global drug development pipeline.
We continue to build on our established track record with
biologics such as monoclonal antibodies. However, we are
increasingly focused on developing and enhancing our strong
capabilities in more complex biologics such as bispecific
antibodies, bioconjugates and mRNA.

Personal Perspective

Maria Soler Nunez
Head, Group Operations

In 2022, we delivered an extensive portfolio of growth projects
across our operations, while navigating the challenges arising
from continuing supply disruptions. We also built important
foundations in key areas such as automation, supply chain
and data management, as well as implementing a responsible
sourcing program, to embed ethical, social, governance and
environment-related principles in our procurement management
processes and to support sustainability and decarbonization
in our value chain.

There is a continuing need to balance immediate business
needs with mid- to long-term strategic ambitions. We must also
remain attentive and prepared to manage any challenges arising
from the current macroeconomic conditions. Specifically, we
anticipate possible future issues relating to material supply, rising
inflation and potential energy shortages. To ensure business
continuity and success, we are already allocating relevant
resources to mitigate known risks, while remaining responsive
to unforeseen eventualities.

Our Businesses

A major trend is the increased focus on bispecific antibodies
which, unlike standard monoclonal antibodies, can recognize
more than one antigen. In the past 20 years, almost 300 bispecific
antibody-based drug candidates have entered the clinic. We
support the development and manufacturing of these complex
formats by leveraging more than 30 years of experience in
supporting protein manufacture.

In the cell and gene therapy field, we see rapid growth in the
area of in vivo therapy, where genetic material is delivered
to target affected cells inside a patient’s body. Scalable
manufacturing platforms are vital in supporting the timely
and reliable supply of such therapies. We have been involved in
developing manufacturing platforms for new vectors for these
therapies, which aim to reduce immunogenicity and improve
organ tropism. Alongside supporting novel vectors for gene
therapies, we are also active in the field of exosome-based
therapies. As a leader in this space, we have created a CDMO
offering supporting this novel therapeutic platform, including
manufacturing, purification and analytics.

Looking to 2023, we are focused on supporting the business
in successfully delivering its strategic growth projects and
maintaining a competitive advantage through operational
excellence. We will also continue to strengthen our focus
on sustainability across our operations. These ambitions are
strongly supported by established Lean operating principles,
which improve productivity and ensure we continue to deliver
on our customers’ needs.
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Market Trends

The biopharmaceutical market has continued to expand
in 2022 and is expected to grow by a compounded annual
growth rate (CAGR) of around 8% over the next five years'.
Historically, the biopharmaceutical market pipeline grew 11%
per year over the last 10 years?. Positive growth is expected
to continue in the future.

Looking at the Biologics CDMO market, the associated rise in
demand for outsourcing has led to continued growth, with a
current forecast of 12% growth (CAGR) over the next four years?.

We are seeing significant growth in the biologics development
and manufacturing pipeline worldwide. An increasing number
of new applications for drug approvals are being filed by
emerging and small biotechs. These early-stage companies
usually do not have in-house capacity on which to rely for
early testing, scale-up development and manufacturing. For
these customers, collaborating with a well-established CDMO
can significantly simplify the development process and supply
chain, in addition to improving speed and success rates across
a wide range of modalities.

' Evaluate Pharma “2022 World Preview Report” (2022)

2 Citeline Trend Analysis (2022)

* Frost&Sullivan - Growth Opportunities in Biologics Contract Development and
Manufacturing Market, 2022

4 Evaluate Pharma (2021)
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The market is continuing to drive progress with new molecular
formats and modalities emerging to target unmet medical
needs. These new advances create demand for development
and manufacturing expertise. The increasing complexity of
the molecules entering the clinical pipeline is driving demand
for experienced CDMOs that can help customers in drug
development de-risk investment and accelerate time to market.

A rising number of more complex biomolecular formats are
entering the global pipeline. These include bioconjugates,
fusion proteins, recombinant proteins, and bispecific antibodies
(bsAbs). In this context, the need for a deeper and earlier
understanding of the biological mode of action is becoming
more important. The resulting demand for services to develop
and manufacture these complex biomolecules is expected to
rise proportionately in the coming years.




Our Global Development and Manufacturing Footprint
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BsAbs may be described as molecules that recognize two
different antigens or epitopes, compared to conventional
monoclonal antibodies (mAbs) that can only recognize one.
Bispecific antibodies range from small proteins — two linked
antigen-binding fragments - to large molecules with other
attached domains. This biotherapeutic class offers improvements
in treatment precision and flexibility. Specifically, bsAbs may
play a meaningful role for patients receiving cancer care, by
creating a more accessible form of treatment for patients who
are unable to travel to receive care. It appears that bispecific
proteins and other complex protein formats will come to
dominate the drug development pipeline in the next five to
ten years.

Looking at drug product sales, the market has historically been
dominated by oral dosage forms for small molecules, but there
is an increasing focus on injectable forms, driven by biologics.
These injectable forms look set to become the largest drug
product market segment over the next three years. Such a
shift in market tectonics is expected to lead to a significant
market need among pharma and biotech customers for CODMO
support in the fill and finish space®.

Our Offering

As a leading CDMO for biopharmaceuticals, we serve our
customers across their product lifecycle from pre-clinical
development, through trials, to launch and market supply.

Our portfolio is one of the most complete in the Biologics
industry. It includes mammalian and microbial expression
systems, as well as capabilities for bioconjugation and mRNA
manufacturing. We are currently expanding drug formulation
and drug product development and manufacturing to provide
our customers with simplified and de-risked supply chains.
We are also investing in innovation to support our customers
with leading development services, and other manufacturing
technologies, such as perfusion or conjugation capabilities.

Mammalian is and will remain a critical manufacturing technology
for the pharma and biotech industry. We hold a leading position
in this space, backed by more than 30 years of experience
in manufacturing mammalian cell culture. Alongside this
established track record, we provide an integrated range of
services that span late discovery to commercial supply.
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As the pipeline for mammalian expression becomes more
complex, we use our proprietary GS Xceed® Expression
System in combination with other molecular tools, such as
GS PiggyBac® for stable expression of large DNA cargos and
bYlok® Technology, for the discovery and design of bsAbs.
These molecular tools have been designed to meet the needs
of new and complex molecular formats. They carry multiple
customer benefits by improving speed to market as well as
helping to reduce costs and delays that may arise from low
yields or poor batch quality.

Our extensive mammalian manufacturing capacities include
small-scale, single-use systems to mid-scale and large-scale
stainless steel assets. With facilities located across the US,
Europe and Asia, we can offer our customers phase-appropriate
capacity and can respond to the increasing need for regional
manufacturing hubs.

Late Discovery

Pre-clinical

development

Within our Microbial business, we support customers at
every step on the path to commercialization, including strain
development, cell banking, process development, and process
optimization. With more than three decades of experience
manufacturing microbial products at our Visp (CH) site, along with
our established regulatory expertise, we have an unparalleled
track record of delivering commercial supply. Our proprietary
XS Technologies® expression systems support our mid-scale
and large-scale commercial manufacturing offerings. These
expression systems target the biotherapeutics pipeline, which
continues to show sustained growth. They also support multiple
classes of more complex molecule development projects to
meet the specialized needs of smaller biotech customers.

Our microbial customers also benefit from our extensive
experience and capabilities in advanced engineering and
process development. Our toolbox can deliver a scalable,
efficient and compliant process with established and reliable
technologies. Our XS Technologies® platform for microbial
expression includes Escherichia coli, Pichia pastoris and Bacillus
subtilis expression systems.

Clinical
development
& supply

Commercial

Regulatory consulting to support IND and BLA

D

Drug Substance

Bioconjugates

D

mADb, Linker, payload mADb, Linker, payload

Drug Product
Services
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As one of the first CDMOs to support the commercialization
of bioconjugates, we have a broad and established capability
in manufacturing these complex molecules. Representing a
growing class of biopharmaceuticals, they are an important
pillar of our Biologics business. Our offering covers all elements
of the complex supply chain, from late discovery through to
commercialization, including the manufacturing of monoclonal
antibodies, linkers and payload, and other components. We
support the development and manufacturing of protein
modalities, including the option for early tuning and de-risking.
The offering includes the synthesis and purification of small
molecule linkers and payloads prior to bioconjugation,
supported by a toolbox of modality-agnostic technologies.
The bioconjugation toolbox concept offers our customers
access to a selected range of robust and scalable advanced
technologies that meet the unique needs of these complex
molecules.

Personal Perspective

Jean-Christophe Hyvert

President, Biologics Division

Demand for commercial capacity has been strong and sustained
throughout 2022. We are investing in commercial assets, backed
by customer agreements across modalities including mammalian,
microbial and conjugation. The ramp-up of new facilities continued
in 2022, including our mid-scale 6K mammalian facility and the
opening of two new bioconjugates suites. We are making progress
on the commissioning of our mid-scale microbial facility and the
build-out of our new large-scale facility in Visp (CH), supported
by strong customer demand. We also saw continued interest in
Ibex® Dedicate, providing customized solutions across different
technologies and much-needed flexibility during late-phase trials.

We are investing in innovation and developing our early clinical
offering for pharma and biotech customers, to ensure the support
of our global network for the migration of molecules through clinical
stages. Alongside our new bYlok® bispecific pairing technology,
we added new development capabilities in Slough (UK) for the
discovery and design of complex proteins. We are also enabling
biotech customers to unlock faster timelines, from gene to
Investigational New Drug (IND) filing in 11 months for classic mAbs

Our Businesses

mRNA technology has the potential to transform the way we
manage and treat many illnesses and infections. We pioneered
the commercialization of this modality through the successful
delivery of the drug substance for Moderna’s COVID-19 vaccine.
The possibilities for this technology have truly emerged in
the last three years and we are working to capture future
opportunities by completing our offering across the value chain.
To support this ambition, we are building additional mMRNA and
lipid nanoparticle (LNP) process and analytical development
labs, as well as clinical cGMP capabilities at our site in Geleen
(NL). These expanded development services are expected to
come online at the beginning of 2023, with cGMP readiness
scheduled for early 2024.

Our Drug Product Services (DPS) offering focuses on parenteral
dosage forms. Our portfolio includes products for injection and
infusion for intravenous, subcutaneous, intraocular and other
routes of parenteral administration. Our integrated modality-
agnostic offering and extensive regulatory expertise can support
monoclonal antibodies as well as other biologics including
novel formats. It also supports noncytotoxic bioconjugates,
peptides, viral vector and small molecules.

and 13 months for bispecifics, in addition to customized solutions
tailored to specific customer needs. Finally, we continue to build
our end-to-end network as we invest in commercial drug product
capacity and ramp up additional drug product lines in Stein (CH),
as well as conjugation capacity and capabilities in Visp (CH).

Customer needs continue to evolve and market demand fluctuates
in line with a general market slowdown in clinical trial recruitment
and biotech funding. In this context, we are building flexibility into
our offer and network, enhancing our capabilities and investing
in our people. These combined efforts will ensure that we are
ready to adapt to shifts in customer expectation and market need.

Looking ahead to 2023, our priority is to
continue on our strategic journey: building
our global network across modalities, end-
to-end offering and clinical development
expertise. We will continue to ramp up new
assets and deliver against our planned
growth. Our goal is to provide full lifecycle
support, from preclinical development
through trials to commercial launch.
Whether our customers are developing
innovative mRNA therapies or complex
bioconjugates, we will continue to
support them with best-in-class facilities,
innovative technologies and talented
people across the network.




lbex®
Solutions

Ibex® Solutions

Ibex® Solutions comprises a series of advanced
manufacturing facilities which combine to form
an extensive biopark in Visp (CH). The facilities are
supported by a flexible and responsive business model
with three innovative offerings: lbex® Design, Ibex®
Develop and Ibex® Dedicate. These three offerings span
the complete product lifecycle of a biopharmaceutical
from pre-clinical to commercial stages, from drug
substance to drug product. Our Ibex® customers
benefit from a complete and tailored portfolio of
services under a single contractual framework. lbex®
Solutions enables our customers to bring their new
medicines and vaccines to their patients at speed,
while providing the flexibility to actively manage
supply constraints, drug development uncertainty
and market demand changes.

Ibex® Design and Develop

Biologics development and clinical manufacturing
phases are covered by Ibex® Design and Ibex® Develop.
These offerings support companies at any stage from
clinical trials up to product launch. Completed in 2021,
the facilities benefit from high levels of automation
and employ single-use technologies (1,000L and
2,000L bioreactors). Ibex® Design and Ibex® Develop
are focused on supporting customers with limited
time and funds by providing clear timelines and
defined packages.




Ibex® Dedicate

Ibex® Dedicate provides a flexible manufacturing
solution, which can be customized to our customers’
specific operational and commercial needs. With the
support of Ibex® Dedicate, customers with products
in late clinical and commercial stages are able to
manage risks by responding dynamically to changes
in market demand by simplifying their supply chain.
Multiple modalities have been able to ramp up in
record timeframes using Ibex® Dedicate shells. These
are technology agnostic spaces that are ready for
fit-out with a relatively low initial investment. Our multi-
purpose facilities currently support a broad range of
customer needs across large-scale and small-scale
mammalian, bioconjugation, microbial and mRNA.
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Highlights and Initiatives

In 2022, strong sales growth in Biologics was supported by a
robust underlying performance and a peak in COVID-related
sales. The business experienced sustained levels of customer
demand for commercial capacity. By bringing new facilities
online during the year, such as the 6K mid-scale mammalian
facility in Portsmouth (US), and building new capacity, including
the large-scale mammalian facility in Visp (CH), we will continue
to meet sustained customer demand. As an example, in a new
agreement with GSK, we will commence activities to manufacture
a marketed product in our 20K mammalian facility. This marks
the beginning of a wider strategic partnership with GSK.

We also approved a series of significant new expansions across
multiple modalities, including a commercial drug product
facility in Stein (CH).

Looking to 2023, our top priority is to continue to provide
strong manufacturing and development expertise to our
customers and deliver on our ambitious growth projects across
modalities. We will also work on continuing to leverage our
expertise in product introductions and technology transfers
to optimize current capacity. Finally, we will maintain targeted
investment in internal and external innovation to strengthen
our technology offering.

Speed to Clinic

With pressing clinical needs and the biotech sector facing tight
funding schedules, getting new molecules into the clinic quickly
is critical. In 2022, we launched two new DNA to Investigational
New Drug (IND) service offerings aimed at supporting innovative
biotech companies. For standard monoclonal antibodies
(mAbs), we now offer material for toxicity studies in five months
and for IND filing in 11 months. For more complex bsAbs, we
can offer unprecedented timelines of seven and 13 months
to toxicity and IND, respectively. In addition, we are creating
more flexible offers for customers that have specifics needs
for their complex molecular formats.

These timelines are achieved through our experienced
development teams and our proprietary GS piggyBac® cell
line engineering technology together with GSv9® Media and
Feeds, as well as high throughput systems such as the Beacon™
Optofluidic Technology.

To strengthen our clinical manufacturing offering, we continued
to build new mammalian capacity in Portsmouth (US). The
expanded facility, complete with six 2,000L n-1 perfusion-
enabled bioreactors, is expected to be due for completion
in 2023. In Singapore, we completed the expansion of an
additional 1800m? of lab space at the end of 2021 and this
came online earlier in 2022.
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Developing and Scaling Complex Medicines

We support the specific needs of customers with leading
expression systems and molecular biology tools. This is
achieved by combining established expertise across our four
development sites in Slough (UK), Visp (CH), Singapore (SG)
and Guangzhou (CN).

We are committed to developing a toolbox of expression
systems for all types of business that can license our technology
platforms for use in-house. For example, we entered into a
licensing agreement with Luzhu Biotechnology Co., Ltd., for
the use of our GS Xceed® Gene Expression System with GS
piggyBac® transposon technology, for the development of
scalable, robust and reliable expression processes.

At the beginning of the year, we announced the launch of
our new design and discovery platform bYlok®. This new
engineering approach for bsAbs has the potential to streamline
future clinical manufacturing. The bYlok® technology was
developed to meet the challenge of designing, developing and
manufacturing bsAbs molecules at scale without implications
of cost and time to market.

We also extended our Early Development Services in Cambridge
(UK) to include bioconjugates, launching integrated solutions for
molecule design, lead generation and optimization. The extended
offering provides unique tools to assess the manufacturability
and immunogenicity of proteins and protein engineering tools
for the protein part of bioconjugates.

Sustainable End-to-End Supply

We announced an investment of approximately CHF 500 million
to build a new large-scale, commercial drug product facility in
Stein (CH). This investment fulfills our strategic commitment
to complete the value chain in Biologics, so that customers
can benefit from an end-to-end service. This is achieved
through an integrated model, to increase flexibility, simplicity
and speed to market.

The new flexible facility will be constructed on the same
campus as our current clinical drug product facility, allowing us
to leverage our existing infrastructure, capabilities and talent.


https://www.lonza.com/news/2021-10-07-14-01
https://www.lonza.com/news/2022-04-25-08-00
https://www.lonza.com/news/2022-01-18-09-00
https://www.lonza.com/news/2022-07-01-07-00

Ibex® Solutions - Our Commitment to the Full Lifecycle

In 2022, our lbex® Solutions offering remained highly attractive
to customers. Modules in our first manufacturing complex
are now fully allocated. The range of technologies housed in
the first complex — including mRNA, microbial, mammalian
and bioconjugation - clearly highlights the broad value of
the concept.

Building on the success of our Ibex® Dedicate model, we
announced the opening of a new, custom-built, bioconjugation
facility within Lonza’s lbex® Dedicate manufacturing complex
in Visp (CH).

The facility will play a key role in the scaled manufacturing
of Kodiak'’s lead therapeutic candidate KSI-301 to support a
potential global commercial launch. Once fully operational -
and if the therapy is approved for commercial use - the facility
is expected to have the capacity to supply over 10 million
dose equivalents of KSI-301 annually. The strong relationship
between Kodiak and Lonza has led to a multi-year commercial
collaboration.

Financial Performance in Full-Year 2022
Comparison vs. Prior Year

3,274m

Our Businesses

mRNA - Expanding Commercial Capacities

We are expanding our capabilities in mRNA to support market
growth and customer demand. We are building additional mRNA
and lipid nanoparticle (LNP) process and analytical development
labs, as well as clinical cGMP manufacturing capabilities at our
site in Geleen (NL) to meet the demand of biotech with early
clinical pipelines. These investments are designed to support the
next generation of MRNA therapies. The start of development
activities and tech transfers is expected in Q3 2023 with cGMP
readiness scheduled for early 2024. In addition, fill and finish
for LNP-encapsulated mRNA is expected to be available from
Q12024 from our Stein (CH) facility.

In 2022, we also announced a collaboration with Touchlight
to expand our end-to-end offering for mMRNA manufacturing
with an additional, differentiated source of DNA raw material,
Touchlight Doggybone DNA (dbDNA™),

Access to this technology expands the options for our customers
beyond the traditional method of working with plasmid DNA
(pDNA), while continuing to benefit from our integrated mRNA
manufacturing offering.

Sales (CHF)

+21.7%'

1,228m

CORE EBITDA
(CHF)

+25.4%

1 Sales growth is at constant exchange rate (CER)

37.5%

CORE EBITDA
Margin

+1.2ppts
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https://www.lonza.com/news/2022-05-18-14-00_de
https://www.lonza.com/news/2022-09-06-07-40_de
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Innovation
Spotlight

Gene editing for improved cell line development

Continuing to develop modern gene editing tools may ultimately
lead to significantly improved platforms for protein expression.
Access to a gene editing technology is critical for developing
next-generation host cell lines. One example is the use of
clustered regularly interspaced short palindromic repeats
(CRISPR), a flexible gene editing technique that enables
a precise “cut and paste” of DNA to engineer optimized
production cell lines.

Our R&D Cell Engineering team in Cambridge (UK) has evaluated
several CRISPR-Cas-based nuclease platforms and initiated an
extensive research program to develop the enhanced next-
generation Chinese hamster ovary (CHO) cell line. Microbial
R&D in Visp (CH) has produced the CRISPR-Cas proteins for
evaluation and then transferred production to an external
supplier to secure long-term supply for the production of
these enhanced cell lines. Expected to be launched in 2023,
our new cell lines will enable customers to deliver cutting-edge
therapeutics that address unmet patient needs.
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Precise execution of bispecific antibodies at scale,
from design to delivery

The number of bispecific antibodies in development is
accelerating due to their broad therapeutic applications and
benefits. Generating these complex biomolecules can, however,
be challenging. Downstream processing requires specialized
processes that can be time and resource intensive, as multiple
cell lines are often required to produce one product.

For an IgG-type bispecific molecule, mispairing of the heavy
chain (HC) and light chain (LC) can yield multiple combinations
of incorrectly paired molecules. Up to ten pairing variations from
two independent parental antibodies are possible, with only
one being the intended molecule. This year, we launched the
patented, proprietary platform technology bYlok®, which solves
the assembly challenge associated with these sophisticated
molecules. The bYlok® technology was recognized as one of
the best innovations of 2022 by The Medicine Maker.

The bYlok® technology provides an elegantly engineered
approach that drives correct HC-LC pairing by introducing
simple disulfide bond modifications. bYlok® technology can
be used on existing Fc-based bispecifics, and it allows for
expression from a single cell line and purification using standard
downstream processing steps. This increases manufacturing
efficiency, and eases downstream processing and purification.
In studies, our R&D team combined bYlok® technology and our
proprietary GSquad™ vector system to generate cell lines that
express high concentrations of bispecific antibodies. Such a
positive outcome from this integrated technological approach
demonstrates the strength of our analytical capabilities.


https://themedicinemaker.com/manufacture/the-innovation-awards-2022?utm_campaign=the%20innovation%20awards&utm_source=landingpage&utm_medium=cpc

Our Businesses




Small Molecules
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Market Trends

Small molecules represent the largest single drug class,
accounting for more than 40%? of the global biopharmaceutical
market by revenue and more than half of clinical pipelines.
Currently, demand is driven by improved global access to
medicine, demographic trends, public health initiatives, new
drug launches and pricing reviews.

The three therapeutic areas driving revenue growth in Small
Molecules are Oncology, Immunology and Antidiabetics. The
growth in the Oncology market directly impacts the demand
for highly potent active pharmaceutical ingredients (HPAPIs)
since they have been associated with inhibiting cancer growth
and demonstrated usefulness in cancer treatment, alongside

treating diabetes and autoimmune diseases. The growth of the
HPAPI market is outpacing the overall APl market?, resulting
from a wide range of potential uses and benefits for patients,
and by the improvements in their precision and bioavailability.
Currently, approximately 30% of the small molecules pipeline
consist of HPAPIs*.

' IQVIA: Market Prognosis Global 2021-2025

2 Evaluate Pharma (Dec 2022)

3 Chemanager Online

4 Citeline and internal Lonza Market Analysis

5 Internal 2022 Ml analysis of 100 FDA approved drugs

5 Internal 2022 Ml analysis of pipeline molecules out of Pharma circle
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In the manufacture of HPAPIs, there are multiple potential
benefits from collaborating with an established CDMO partner,
such as Lonza, that has demonstrated expertise in developing
highly-potent products and experience in navigating the
challenges of containment. Specifically, we see that oncology
therapeutics comprise a higher concentration of molecules
requiring containment, and we continue to invest in this area
of growing demand.

Small and emerging companies own 84%* of small molecules
clinical pipelines and we see a continuation of the trend for
accelerated approvals. We work in partnership with small
biotech companies to meet the need for accelerated timelines,
while continuing to provide robust and scalable manufacturing
solutions.



https://www.chemanager-online.com/en/news/rise-hpapi-molecules
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Small molecules are becoming increasingly complex. As an
example, longer synthetic pathways have risen by 75% in the
last two decades®. This new development demands expertise
in the management of complex supply chains, a breadth of
assets and in-depth knowledge of product and process. Drug
product formulation is also becoming more complex. Low
solubility is exhibited by more than 75% of clinical candidates,
and techniques such as Spray Dried Dispersion are often
required to enhance bioavailability®.

Our Offering

We offer integrated drug substance to drug product solutions,
supporting customers across all aspects of design, development
and manufacturing, including particle engineering and drug
product packaging. This service offering provides substantial
value to our customers across the entire drug development
pipeline by simplifying interfaces, reducing costs and accelerating
timelines.

With a deep expertise in complex small molecules, our
established and differentiated offering serves the complex
needs of our customers. We are one of the market leaders
in the development of highly potent active pharmaceutical
ingredients (HPAPI) and specialized handling, such as containment
for bioconjugate payloads.

: Micronization

i APl

* Drug Product development and manufacturing
& Drug Substance development and manufacturing

Our HPAPI offering addresses multiple challenges facing our
customers, as we can customize assets to meet the specific
needs of their molecules. Taking an integrated approach
allows us to progress from clinical to commercial manufacture
within a single site.

We currently provide integrated development and manufacturing
across monoclonal antibody, payload-linker and conjugation
and are continuing to make significant investments in this
area. At our Visp (CH) site, we also develop and manufacture
payloads for bioconjugates.

We offer particle engineering services across both drug
substance and drug product development and manufacturing.
It is a key component of our integrated service and is often
required to meet drug delivery challenges, such as low levels of
bioavailability. Our technologies include particle size reduction,
spray drying and melt-spray-congeal technology, all of which
address different challenges in drug product formulation.

To support accelerated timelines to clinic and commercialization,
we offer phase-appropriate assets alongside our particle
engineering technologies. We have also invested to establish
dedicated early phase clinical manufacturing centers to
complement our fast to clinic offering.
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Complete Life Cycle Offering

Design Develop Manufacture

Clinical scale development, Commercial scale manufacture

Small-/ Lab-scale
manufacture and packaging and packaging

Our Portfolio of Services

Drug Substance Drug Substance Drug Product Drug Product
Intermediates Intermediates

Full range of APl inclusive Tablets, encapsulated

of HPAPI, cytotoxic payloads Micronized API, spray powder & multiparticulates,
GMP intermediates for ADCs dried dispersions injectables

Financial Performance in Full-Year 2022
Comparison vs. Prior Year

819m

Sales (CHF)

+5.9%'

248m 30.5%

+15.3% +2.3ppts
CORE EBITDA CORE EBITDA

(CHF) Margin

1 Sales growth is at constant exchange rate (CER)
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SimpliFiH® Solutions is an integrated offering designed to
reduce the timeline from initial idea to first-in-human (FiH)
clinical verification. It addresses bioavailability challenges often
associated with new and complex molecules and can reduce
Phase 1timelines by three months compared to traditional
approaches.

Highlights and Initiatives

In 2022, existing commercial products and the clinical pipeline
drove sustained customer demand in the Small Molecules
division. We have a robust order book of future committed
business, which provides mid-term visibility and security.
It means our assets are highly utilized, which can create
longer lead times to onboard new programs and customers.
To address this, we have invested to expand our capability to
meet ongoing demand for early phase programs.

Our priority is to strengthen our portfolio in the highest value
areas of the market. Market and customer segmentation is
focused on companies that are most likely to benefit from
our specialized service offerings and capabilities in complex
and highly potent products. We continue to strengthen our
early phase offerings in these areas through innovation and
by deploying new agile manufacturing solutions.

In 2022, we consolidated our particle reduction size capabilities
with the divestment of our former site in Quakertown (US). Our
micronization and milling capabilities are now centralized in
our Monteggio (CH) site. This maximizes potential synergies
arising from the Monteggio (CH) site’s proximity to our Visp
(CH) API manufacturing center.

Our Businesses

Growth Investments

In line with our sustained focus on growth investments to meet
customer demand, we continued to expand our manufacturing
assets and development services in 2022. Our expansions in
Nansha (CN), Tampa (US) and Bend (US) were successfully
executed and came online in 2022. In Nansha (CN), we have
extended the capacity and capabilities of our development
and kilogram-scale cGMP manufacturing laboratories for the
clinical supply of HPAPI. The laboratories are part of a previous
announcement in 2021 to expand the mid-scale manufacturing
capacity at the Nansha (CN) site and add additional capabilities
in our global HPAPI manufacturing network.

We also announced plans to expand inhalation capabilities
at our Tampa (US) site. The investment will include additional
inhalation testing capacity, specialized in development, clinical
and commercial manufacturing of small molecule-based
therapies targeting respiratory diseases and disorders. The
expansion will also establish additional capacity for dry powder
inhaler (DPI) product development services.

In addition, we completed a dedicated early phase clinical
manufacturing facility in Bend (US) to expedite product delivery,
a crucial step in the journey towards clinical trials. The new
facility provides additional capacity for solutions to address
complex bioavailability challenges in clinical projects, as well as
additional capabilities for development and clinical manufacture.

To enhance our ability to meet accelerated timelines for
increasingly complex molecules, we have increased capacity
for the manufacturing of antibody-drug conjugates (ADC)
payloads at our Visp (CH) site. This expansion underlines the
strategic position of ADCs in our portfolio and reflects our
continued focus and momentum in this area. We develop
and produce all components of these increasingly important
therapies, including cytotoxic payloads, antibodies and the
required linkers. The additional capacity for ADC payloads
supports the entire development and manufacturing pipeline,
from feasibility studies to commercial supply.
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Integrated Service Offering

We support customer development pipelines with a
comprehensive set of capabilities, from drug substance
through to drug product development and manufacturing.
As an example, we are collaborating with Vivesto to supply
clinical material for its investigational drug candidate, Cantrixil.

We have also announced the extension of our collaboration
with Forbion, a venture capital firm and BioGeneration Ventures
(BGV), its joint venture partner. This partnership will now include
the development and manufacturing of small molecules. The
extended collaboration will provide services relating to small
molecules for both Forbion and BGV portfolio companies that
are active in the biopharmaceutical space.

1 Jeffries, equity research, Dec 11, 2022
2 Novel Drug Approvals for 2022 | FDA

Personal Perspective

Gordon Bates
President, Small Molecules Division

2022 was a year characterized by organic growth and new
collaborations. Our expansions in Nansha (CN) and Bend (US)
are both now complete and operational for early-phase clinical
manufacturing programs. We maintained a strong pipeline of
committed business throughout 2022 and entered a new clinical
portfolio deal with a large pharmaceutical company.

Looking to the future, strong ongoing clinical pipelines continue
to drive demand for our Small Molecules offering. We recognize
signs of a potential slowdown, with biopharma investment
across the industry reduced to 2019 levels following a temporary
peak during the pandemic’. In addition, the number of clinical
trials underway for non-COVID therapies is yet to return to
pre-pandemic levels and a 25% reduction in USFDA approvals
was observed in 20222, Whilst we are actively monitoring the
impact of these global trends on our business, we nonetheless
continue to expect strong demand for our services, supported
by a robust order book of future committed business from
our existing customer base.

Across the network, our manufacturing assets are well utilized.
Whilst this is reflective of sustained demand, we continue
to balance utilization levels with the necessary lead times to
successfully onboard new customer programs. While adding
new capacity, we will also focus on driving operational excellence
across our global network. We look forward to new facilities
coming online in Visp (CH) to further build our manufacturing
capacity in the years ahead.

In 2023, we will focus on successfully executing our order pipeline
and realizing our committed investment projects. As we expect
sustained demand for our services, we aim to further expand
our capacity and drive operational excellence to unlock future
growth potential across our portfolio.


https://www.lonza.com/news/2022-03-21-07-00
https://www.lonza.com/news/2022-01-18-14-00
https://www.fda.gov/drugs/new-drugs-fda-cders-new-molecular-entities-and-new-therapeutic-biological-products/novel-drug-approvals-2022

Our Businesses

Innovation
Spotlight

Spray Drying Process Innovations for
Bioavailability Enhancement

Dry powder inhalers for inhalation drugs provide a non-
invasive and easy-to-use delivery method for patients
with respiratory diseases. Inhalation delivery includes
both pulmonary (lung) and intranasal delivery, using a
wide range of APIs including small molecules, prodrugs,
peptides, oligonucleotides, proteins and antibodies.

For both pulmonary and intranasal delivery, particle
engineering is critical to achieving a drug's target product
profile in the body. Our particle engineering expertise
includes spray drying (for intranasal and pulmonary delivery)
and micronization (for pulmonary small molecules delivery).
Recent innovations by the R&D and product development
teams at the Bend (US) site focus on improving spray drying
particle engineering and formulation for our customers.

A simultaneous spray drying process was introduced in
2022. Here, innovative combined formulations of small
molecules and biotherapeutics for pulmonary delivery
can be manufactured in a single process step. Building
on a successful program in 2021, new processes and
analytical equipment are being onboarded to enable
clinical manufacturing of inhaled biotherapeutic APIs in
early 2023. Finally, bespoke atomization and collection
technology were also implemented into our inhalation spray
drying processes to improve throughput, reduce nitrogen
consumption and improve product yields. Together, these
innovations will enable new therapies with faster timelines
to improve the lives of patients with respiratory diseases.
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Market Trends

With almost 2,800" products in development across the industry,
the cell and gene therapy sector has seen tremendous growth
and interest over the last few years. Novel treatment candidates
demonstrate the potential to change the way patients with
cancer and genetic diseases are treated.

In 2022, the market saw clinical pipeline growth. Autologous
products make up around 40% of the cell and gene therapy
pipeline, followed by allogeneic products (around 30%) and
in vivo viral vector products (around 30%)'.

While the autologous cell therapy area grew significantly in the
last five years, it is showing signs of slowing down, partly due
to the impact of the COVID-19 pandemic on patient treatment.
Nonetheless, while allogeneic cell therapy surpassed other
modalities in 2022, autologous cell therapy is expected to
remain the primary market category in the near future.

Immune cell-based therapies dominate the market, with T-cells
and natural killer (NK) cell products driving interest due to their
potential to address potential bottlenecks of autologous cell
therapies, including cost-of-goods, scale-up efforts, and the
ability to ramp up or down based on demand. Viral vector
continues to benefit from healthy market growth both as a
therapy and raw material.

1 Citeline Pharmaprojects Pipeline Search July 1, 2022, internal analysis
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There is a developing market tension as funding across the
biotech industry is decreasing while competition in rare
disease areas is increasing. In this context, speed to clinic and
market is set to become even more critical, alongside access
to complex manufacturing technology, safety and efficacy.

Regulators are paying increasing attention to the cell and gene
therapy space. Despite accelerated pathways, cell and gene
therapies remain subject to the same approval processes as
traditional biologics. Ensuring safety and efficacy is not the
only focus. Therapy developers also need to demonstrate the
mechanism of action, process robustness, scalability and potency
of their drug candidates. In response to these imperatives,
process and analytical development are expected to play an
increasingly important role towards commercialization.

The cost of production remains a significant hurdle on the path
to commercialization. This means that investing in platforms
that increase productivity and offer flexible manufacturing
ramp-up or ramp-down in response to demand is becoming
more important to success. As a result, companies need to
consider commercialization challenges from the early phases
of drug development.




Our Global Development and Manufacturing Footprint

Rockland (US) : Kingston (CA) : Geleen (NL) : Tokyo (JP)’
Bioscience : i Personalized Medicines i Cell & gene therapies i Cell & gene
(Electrophoresis) : H

Wayne (US)
Bioscience

Lexington (US)
Exosomes

Portsmouth (US)
o Cell therapies
Walkersville (US)
Bioscience

(Cell Culture Media
Endotoxin Assays)

: Rockville (US)
i Cell therapy and media

Houston (US) :
Cell & gene therapies H
Viral vectors

Durham (US) :

i therapies

i Cologne (DE)
i Bioscience
: (Transfection)

Bioscience (Primary Cells : . g :
— isolation of human and Verviers (BE) : . :
animal primary cells from : Bioscience Siena (IT) Tuas (SG) :

tissue and blood) : (Cell Culture Media) Exosomes Cell therapies :

' Facility owned and operated by Nikon Cell innovation Co. Ltd. under Nikon-Lonza partnership

New emerging modalities and tools continue to grow within
the cell and gene therapy sector, including exosomes, induced
pluripotent stem cell (iPSC)-based immunotherapies, allogeneic
versions of autologous CAR T-cells, NK cells, and in vivo gene editing.
Continuing innovation in therapy development and manufacturing
will be essential for long-term success and commercial viability. In
this context, CDMOs are likely to take a more prominent role in the
path to commercialization, supported by robust quality systems,
expertise and an accelerated approach to scalable manufacturing.

Our Offering

Our broad offering includes development and manufacturing
services, products, solutions, testing and automation platforms.
We also offer tools and technologies to enable our customers
to develop, de-risk and industrialize therapies, from basic
research to commercialization.

Our Cell & Gene division includes three business areas: Cell &
Gene Technologies, Personalized Medicine, and Bioscience.

Cell & Gene Technologies (CGT) is focused on providing an
integrated range of CDMO services that span the full value
chain of cell and gene therapy modalities (allogeneic and
autologous therapies and viral vector).

Our integrated service proposition relies on two core pillars
of CDMO services:

e Process development: leveraging our large team of expert
scientists in process development to provide a step-by-step
approach to the phase-appropriate development of robust,
reproducible and commercially viable processes. This is
based on current GMP (cGMP) design considerations and
de-risking the path to commercialization. With an increase
in demand for best-in-class process development services,
we announced in 2022 the significant expansion of our
process development laboratories at our Houston (US) and
Geleen (NL) facilities.

e Clinical and commercial manufacturing: Best-in-class services
are enabled by large teams of highly-skilled manufacturing

personnel operating in dedicated suites within commercially
approved cell and gene facilities.

Additional CDMO services include:

e Regulatory consulting: support to achieve successful fast-
track approval for accelerated regulatory pathways and
special designations.

e Bioassay services: full analytical methods lifecycle including
development, optimization, qualification and validation of
tailored assays. This is supported by a library of pre-developed,
fast-qualified assays towards IND filing, first-in-human or
later-phase trials.

e Tissue Acquisition: customized research and GMP Tissue
Acquisition services for allogeneic and autologous cell
therapy.



https://www.lonza.com/cell-and-gene/process-development
https://www.lonza.com/cell-and-gene/cgmp-manufacturing
https://www.lonza.com/cell-and-gene/regulatory-services-cell-gene
https://www.lonza.com/cell-and-gene/bioassay-services
https://www.lonza.com/cell-and-gene/tissue-acquisition

Annual Report 2022

We provide these service offerings across a wide range of
modalities to bring our customers the expertise they need
for their therapies. These include:

e Autologous cell therapy: end-to-end development and
manufacturing services to achieve commercial viability.

e Allogeneic cell therapy: flexible and scalable development
and manufacturing services to bring allogenic cell therapy
from concept to patient.

e Viral Vectors: advanced viral vector technologies and easy
access to proprietary novel vectors to support gene therapy
applications.

e Exosomes: 2D/3D cell culture and the latest exosome
characterization technology.

e iPSCs: proprietary cGMP iPSC custom generation, expansion
and differentiation services for tailor-made, fully cGMP iPSCs
production.

The Personalized Medicine business develops breakthrough
technologies to accelerate the industrialization of cell and gene
therapy manufacturing. A primary focus is our Cocoon® Platform, a
functionally closed, highly flexible and scalable cell manufacturing
solution. The Cocoon® integrates multiple unit operations including
isolation, cell selection, activation, transduction/transfection,

Personal Perspective

Daniel Palmacci
President, Cell & Gene Division

Since joining Lonza in November 2022, | have been impressed
with the focus on meeting customers’ needs and driving
technological innovation across the Cell & Gene division.

In our Cell & Gene Technologies business unit, our people
are unlocking opportunities to capture the high commercial
and therapeutic potential of this rapidly growing market.
Following commercial approvals for two therapies produced
at our Houston (US) site in 2022, we now manufacture three
commercially available cell and gene products. We have also
invested to expand our process development capabilities at our
laboratories in Houston (US) and Geleen (NL) to meet evolving
customer needs.
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expansion, and harvest into a single system. This degree of process
automation has the potential to drive down costs and provide
greater access to patients. The Cocoon® Platform is commercially
available and being deployed across a number of clinical programs
in centralized and point of care manufacturing settings.

Our Bioscience business provides a range of solutions for
customers working at different stages of the therapeutic
journey across multiple modalities, from cell & gene therapies
to recombinant proteins, vaccines, and injectable drugs. Our
expertise in primary human cell biology tools enable customers
to develop more predictive models and accelerate the path
to IND. We are also a trusted, committed partner for critical
raw materials and technologies that enable better processes
and quality decisions for bioprocessing customers.

Our offering includes:

e Discovery tools
- Primary human cells and assays for in vitro models
- Specialized research use only (RUO) media for primary
cell culture
- Non-viral transfection systems for gene modification &
related drug discovery screening

While we continue to see healthy growth in the clinical pipeline,
there has been some reduction in the availability of biotech
funding. In this context, operational excellence has become
increasingly important, to ensure that value is optimized through
efficiency. To support our customers in this area, we continue to
focus on driving continuous improvement to enhance delivery
and quality across our network.

As | commence my first full year with
Lonza in 2023, | am greatly looking
forward to leading the Cell & Gene
division into its next chapter of growth.
Our key priority for the coming year
is to build our pipeline to support the
development and commercialization of
innovative therapies. We will continue
to offer customers an integrated and
accelerated approach to project scale-up,
supported by robust quality systems
and strong levels of technical expertise.



https://www.lonza.com/cell-and-gene/autologous-cell-therapies
https://www.lonza.com/cell-and-gene/allogeneic-cell-therapies
https://www.lonza.com/cell-and-gene/viral-vectors
https://www.lonza.com/cell-and-gene/exosomes
https://www.lonza.com/cell-and-gene/ipsc-expertise
https://www.lonza.com/cell-and-gene/cocoon-platform
https://bioscience.lonza.com/

Our Businesses

Overview of our Cell & Gene business units

Cell & Gene Technologies Bioscience Personalized Medicine

Contract Development and Contract Life science research to develop and test Breakthrough technology to accelerate
Manufacturing of cell and gene therapies therapeutics the industrialization of cell and gene
therapy manufacturing

e Scientific expertise to develop the GMP e Discovery tools to help advance life- e Primary focus is the Cocoon® Platform
process, including characterization science research with biologically for cell therapy manufacturing
(Assays) relevant results e Highly flexible and scalable solution

e Commercial viability: scaling- e Bioprocessing media for large-scale offers the potential to drive down
up, automating, optimizing and manufacturing of biologics and costs and provider greater access
industrializing therapies to patients

e Global network of manufacturing sites, e Endotoxin and Pyrogen testing of raw e Multiple unit operations integrated
dedicated and established suites and materials, in-process samples and into a single system
expert personnel manufactured product e Supports centralized or

e Quality systems & regulatory e Informatics paperless solutions decentralized manufacturing model
compliance combining manufacturing and

laboratory data into a single source to
expedite product release

Financial Performance in Full-Year 2022
Comparison vs. Prior Year

693m

Sales (CHF)

+13.6%'

16m 16.7%

+9.4% -0.9ppts
CORE EBITDA CORE EBITDA
(CHF) Margin

1 Sales growth is at constant exchange rate (CER)
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e Bioprocessing Solutions

- For Further Manufacturing (FFM) cell culture media for
the manufacturing of protein, vaccines and cell & gene
therapies

- Large volume transfection systems for cell & gene therapy
clinical production

- Endotoxin/pyrogen testing solutions, including reagents
and automation

- Informatics solutions for GMP manufacturing and quality
control

Highlights and Initiatives

In 2022, the Cell & Gene division benefitted from strong overall
performance in the Bioscience business unit.

In our Cell & Gene Technologies business, two additional cell
and gene therapies manufactured at our Houston (US) site
achieved FDA approval. However, delays in clinical trials and
customer product challenges impacted sales growth.

Our Personalized Medicines business unit remained focused
on key R&D initiatives and scaling manufacturing, with multiple
clinical-stage therapies now being manufactured on the
Cocoon® Platform.

The Bioscience business continues to experience strong
customer demand across its portfolio, especially in testing and
media. A strategic reconfiguration in Bioscience in 2022 will
support the business to deliver innovative products at scale
in the long-term, with an emphasis on capturing market share
in growth modalities, specifically cell and gene therapies and
next-generation biologics.

Clinical and Commercial Programs

Our site in Houston (US) is dedicated to cell and gene therapy
development and manufacturing. In Q3 2022, two cell and
gene therapies manufactured at the site were approved by
the FDA for commercial use, demonstrating our continued
focus on improving quality and operations in collaboration
with regulatory authorities. ZYNTEGLO®, for the treatment of
transfusion-dependent beta-thalassemia, and SKYSONA®, for
the treatment of early, active cerebral adrenoleukodystrophy,
are both produced by bluebird bio of Somerville, Massachusetts
and were approved in August and September 2022, respectively.

Also in 2022, the CGT business enhanced the New Product
Introduction (NPI) process to standardize the customer journey
from early-stage development to commercialization. It provides
a roadmap and a systematic approach to development and
manufacturing, ensuring necessary quality standards are met
for tech transfers, cGMP manufacturing and pre-approval
inspection readiness. This NPI process has been designed to
support more CGT customers in reaching commercialization.
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Personalized Medicine

Through our Cocoon® Platform, we are addressing challenges
traditionally associated with autologous cell therapy. The
platform enables our partners to provide personalized
immunotherapies to critically ill patients at a higher speed
and quality, while managing the costs associated with such
personalized treatments.

During 2022, we expanded the functionality of the Cocoon®
Platform by releasing a second-generation instrument that
includes integrated capabilities in cell binding, cell separation,
and bead removal. The Magnetic Selection capability, which
can be utilized at any point in the manufacturing process,
provides a high level of customization and consistency and
expands the end-to-end solution for cell therapy manufacturing.
This innovative new functionality will further strengthen the
Cocoon® Platform’s leading role in the commercialization of
cell therapies. Ultimately, it will help to advance discoveries
into the clinic where they can benefit patients.

Moving forward, we will maintain our focus on building additional
capability and functionality into the platform to address unmet
market needs, while continuing to ensure system robustness
and exceptional customer service. Our goal is to build an
autologous cell therapy manufacturing capability focused on
cancer and monogenic rare diseases, while building further
on the high market potential of Cocoon®.

Bioscience

Across the year, we leveraged our expertise to develop new
products that support the cell and gene market. One example
is the launch of the PyroCell® Monocyte Activation Test -
Human Serum System (PyroCell® MAT HS System), which uses
human serum instead of fetal bovine serum for in vitro pyrogen
testing. This new system exhibits enhanced sensitivity for
the detection of non-endotoxin pyrogens as well as reduced
interferences from complex drug products such as biologics-
based pharmaceuticals.

In early 2022, we began offering large batch sizes of human
cord blood CD34+ hematopoietic stem cells for creating
humanized mouse models. These are critical for the preclinical
safety testing of immunotherapies. We are currently one of the
leaders in the market with this offering. The additional offering
will facilitate the more rapid and cost-effective creation of large
and HLA-matched humanized mouse cohorts to streamline
biologics testing and research.

In August 2022, we launched the Nebula® Multimode Reader,
the first multimode reader qualified for use with Lonza’s
turbidimetric, chromogenic and recombinant endotoxin
detection methods. The new compact reader, designed to
minimize laboratory footprint, is compatible with all of Lonza’s
quantitative endotoxin tests and allows for an easier selection
of the best-suited assay for specific samples. This addition
to our portfolio complements our competitive advantage in
QC automation.


https://www.lonza.com/news/2022-10-06-14-00
https://www.lonza.com/news/2022-04-04-14-00
https://www.lonza.com/news/2022-06-07-14-00
https://www.lonza.com/news/2022-03-07-14-00_de
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Our Businesses

Innovation
Spotlight

Developing novel analytical techniques for
AAV-based therapies

The gene therapy field has achieved transformative progress
over the past half-century, continually evolving to bring
life-changing therapies to patients. Viral vectors lie at the
heart of the field as a primary delivery vehicle of novel
gene-based therapies. Recently, this area of the market has
witnessed unprecedented growth, supported by a number
of landmark regulatory approvals. This culminated in the
recent regulatory approval of an adeno-associated viral
vector (AAV)-based therapy for haemophilia B. As a part
of our holistic standardized process for developing and
manufacturing AAV-based products, we have developed
novel analytical techniques to ensure stability and quality
of these vector-based therapies. These will help our
customers to have more control of their product and
better navigate the regulatory path to commercialization.

Our teams in Houston (US) and Basel (CH) have developed
several analytical techniques targeting the in-depth
analysis of AAV capsid proteins, viral genome, and AAV
infectivity. These projects aim to develop accurate and
robust analytical methods to ensure the quality and safety
of AAV-based therapies for clinical applications.
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Market Trends

The Capsules & Health Ingredients division primarily serves the
pharmaceutical and nutraceutical markets.

In the pharmaceutical market, we saw growth in the supply
of capsules for prescription drugs in 2022. While this area
experienced reduced government spending’, this challenge
was partially offset by the higher use of over-the-counter (OTC)
medications in H1, as part of the ongoing consumer response
to the COVID-19 pandemic.

In supporting pharmaceutical development, the small molecule
pipeline remained healthy with a stronger focus on solutions to
support the delivery of new, more complex formulations and

sensitive medications. We also saw increasing interest in our
specialty capsules which are particularly valuable to therapies
such as live bio-therapeutic products that often require gastric
protection and targeted delivery profiles.

T IQVIA institute
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In the nutraceutical market, we saw strong demand for both
capsules and health ingredients, across all three regions in H1. This
was partially driven by the ongoing proactive consumer response
to the COVID-19 pandemic. However, in H2, we experienced
softer demand in vitamins, minerals and supplements as the
impact of the pandemic reduced and recessionary concern,
particularly in the Americas, negatively affected consumer
spending on over-the-counter proactive health products.
A consumer preference for ‘free-from’ products, alongside
emerging regulatory requirements, meant that demand for
clean-label capsules remained strong.

More widely, we saw continued interest in our innovation
collaborations and complete solutions for both markets. These
support more complex formulations and the end-to-end concept-
to-commercialization delivery of nutraceutical products.
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Our Offering

Capsules

We offer a wide range of animal-based, vegetarian and clean
label Capsugel® capsule options with different release profiles
and encapsulation technologies to meet a variety of application
and patient needs. For our pharmaceutical customers, we
provide pre-clinical and clinical solutions and specialized
delivery applications. For our nutraceutical customers, we offer
multipurpose, clean-label, performance-enhancing options.

Our global capsule manufacturing network is one of the largest
in the world and is supported by local and global logistics, R&D,
technical and customer service specialists. Customers work
with us to customize their end medication or supplement to
meet unique product specifications and consumer preferences
while complying with regulatory requirements. Through this
collaboration, we enable our customers to bring their therapies
and health supplements to market safely, effectively and efficiently.

We also provide a scalable portfolio of capsule-filling equipment
and supporting technical services to meet our customers’ fill
and finish needs.

Dosage Form Solutions

We support customers throughout the product development
cycle with a truly collaborative, innovation-driven end-to-end
service. In the pharmaceutical market, this can include supporting
fast-track approvals and the growing specialty and orphan drug
pipeline, which require a unique approach to active ingredient
delivery. For the nutraceutical market, we offer “ready to go”
formulations and unique liquid fill delivery technologies to
rapidly bring novel supplements to market.

Health Ingredients

Specifically for the nutraceutical market, we provide multiple
high-value, research-backed ingredients across a number
of growing market platforms. Our offerings target global
consumer concerns, including joint health, muscular strength,
energy, endurance, weight management and recovery. Our
deep technical expertise, extensive global market knowledge
and trend-tracking capabilities enable us to support healthy
living through improved human and pet nutrition. Our portfolio
includes premier brands such as UC-II® for joint health, Carnipure®
for energy and a range of other branded products targeting
immune health, digestive and emotional health, heart health
and blood sugar health.
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Highlights and Initiatives

In 2022, the Capsules & Health Ingredients division’s sales growth
was mainly driven by price increases and pharma demand. We
continued to serve evolving customer needs through innovation
across a broad range of services and modalities. By developing
new capsules and dosage delivery capabilities - mainly driven by
specialty capsules — we have maintained a highly differentiated
offering in our product portfolio and technologies.

More widely, our new Launch with Lonza™ services have been
designed to further enhance collaboration with customers
interested in our innovative and complete solutions for the
pharmaceutical and nutraceutical markets. Our range of
services also support more complex formulations and end-to-
end delivery, in particular in nutraceuticals.

Financial Performance in Full-Year 2022
Comparison vs. Prior Year

1,266m

Capsules

Operations and Supply Chain

We delivered against our ambitious expansion plans at many
manufacturing sites globally and our overall capacity has increased
to around 260 billion capsules per year. The introduction of
several operational and quality improvements has delivered
positive results and focused actions have been implemented
to improve customer experience and global supply reliability.

Leveraging our extensive in-house design, technical and
engineering teams, we continued to develop our next-generation
proprietary capsule manufacturing line, which will significantly
improve output and reduce product variability.

Sales (CHF)

+5.9%'

418m

CORE EBITDA
(CHF)

+1.0%

' Sales growth is at constant exchange rate (CER)

62

33.0%

CORE EBITDA
Margin

-1.4ppts




Titanium Dioxide Free Capsules

In response to the European Union Commission’s decision to ban
the use of titanium dioxide (TiO,) in food supplement products
from mid-2022, we launched TiO -free white opague hard
gelatin capsules. These offer our nutraceutical customers the
same whiteness and masking functionality as gelatin capsules
containing TiO, whilst meeting the new TiO,-free requirements.

In addition, our pharmaceutical customers are also proactively
evaluating this capsule in response to potential future TiO,
regulatory changes within their industry. We are delighted this
new capsule was recognized with a Regulatory and Compliance
Award at the Convention on Pharmaceutical Ingredients (CPhl)
in November 2022.

Personal Perspective

Christian Seufert
President, Capsules & Health Ingredients Division

Whilst our pharmaceutical market has remained robust, changing
consumer preferences negatively impacted the nutraceutical
market in 2022. We are addressing this more competitive
environment through innovation, expanded end-to-end services
and improved manufacturing agility.

As part of our innovation agenda, we launched our new gelatin
titanium dioxide (TiO,)-free capsule and our enteric Enprotect™
capsule. Both capsules provide new platforms for more innovation
going forward and | was particularly pleased to see our TiO,-free
capsule recognized at CPhl with a Regulatory and Compliance
Excellence Award.

Complementing our approach to product innovation, we have
expanded our end-to-end services with our Launch with Lonza™
program. Working closely with our customers, we have created
value by optimizing product delivery and launch effectiveness.

Our Businesses

Next Generation Enteric Capsule - Capsugel® Enprotect™

Our new Enprotect™ enteric capsule, launched in H2, has been
designed to withstand degradation during stomach transit,
releasing its contents in the intestine. In 2023, we will leverage
this manufacturing technology for other applications, including
an Enprotect™ capsule for anaerobic live biotherapeutic products.

More information about the Enprotect™ capsules can be found
in the Innovation Spotlight section on page 64.

Our customer offering has been further supported by capacity
expansion across our network to improve delivery lead times,
while maintaining quality and safety. We also continue to adopt
lean operating principles across our existing assets to improve
manufacturing efficiency and agility.

Looking forward, we will maintain our strong customer focus by
improving our services in line with their needs. By focusing on
product and process innovation, digital capabilities, manufacturing
automation and our sustainability credentials, we will consolidate
our position as a preferred strategic partner to the capsules
and health ingredients markets.

Since joining in July 2022, | have been
impressed by the strong customer
relationships and the high levels of
expertise and engagement shared across
our colleague community. | would like to
thank our customers for their partnership
and our people for their contributions
this year.



https://www.lonza.com/news/2022-05-09-10-00
https://www.lonza.com/news/2022-05-09-10-00
https://www.lonza.com/news/2022-11-01-07-00_de
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Dosage Form Solutions

A commercial scale melt spray congealing technology platform
was installed in Greenwood (US), enabling the manufacture
of high-quality, cost-effective lipid multi-particulates at a
commercial scale. This proprietary solution helps to maximize
ingredient functionality and expands application versatility
for nutraceutical customers.

Health Ingredients

A new randomized, double-blind, placebo-controlled study
found our UC-II® undenatured type Il collagen supplement
plays a role in delivering joint health benefits. The study was
featured in two research publications:

e Schon et al. (2022). UC-II® undenatured type Il collagen for
knee joint flexibility: a multicenter, randomized, double-blind,
placebo-controlled clinical study. Journal of Integrative and
Complementary Medicine.

e Knaub et al. (2022). UC-II® undenatured type Il collagen
reduces knee joint discomfort and improves mobility in
healthy subjects: a randomized, double-blind, placebo-
controlled clinical study. Journal of Clinical Trials.
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Innovation
Spotlight

Next-generation enteric capsule for delivering
acid-sensitive products into the intestine

Building on our extensive experience in generating novel
and innovative solutions for oral solid dosage forms, we
have developed a unique technique to build a bi-layer
capsule that supports targeted intestinal delivery. The
new Enprotect™ enteric capsule, launched at the end
of 2022, has been designed to release its contents in
the intestine. This is achieved by preventing degradation
during stomach transit, which is normally caused by the
presence of acids and enzymes.

The innovative capsule solution meets a pressing market
need by offering a simple targeted delivery method
without a need for additional coatings. This scalable and
customizable solution can aid in delivering novel therapies
to the distal small intestine, such as small peptides, RNA-
based therapeutics, or live biotherapeutic products.
The ready-to-use capsule will save pharmaceutical and
nutraceutical customers time in the development and
manufacturing stages, enabling them to bring new therapies
to market faster.

Looking to 2023, we will leverage the first-of-its-kind
Enprotect™ manufacturing technology for other
applications. These will include a next-generation
Enprotect™ capsule specifically for anaerobic live
biotherapeutic products and other novel targeted-release
capsule formulations.


https://go2.lonza.com/Reset-Joint-Health.html
https://pubmed.ncbi.nlm.nih.gov/35377244/
https://pubmed.ncbi.nlm.nih.gov/35377244/
https://pubmed.ncbi.nlm.nih.gov/35377244/
https://www.longdom.org/open-access/ucii-undenatured-type-ii-collagen-reduces-knee-joint-discomfort-and-improves-mobility-in-healthy-subjects-a-randomized-d.pdf
https://www.longdom.org/open-access/ucii-undenatured-type-ii-collagen-reduces-knee-joint-discomfort-and-improves-mobility-in-healthy-subjects-a-randomized-d.pdf
https://www.longdom.org/open-access/ucii-undenatured-type-ii-collagen-reduces-knee-joint-discomfort-and-improves-mobility-in-healthy-subjects-a-randomized-d.pdf
https://www.longdom.org/open-access/ucii-undenatured-type-ii-collagen-reduces-knee-joint-discomfort-and-improves-mobility-in-healthy-subjects-a-randomized-d.pdf
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Partnerships and
Joint Ventures

Lonza and Sanofi entered into a strategic partnership in 2017 to
build and operate a mammalian cell culture facility for monoclonal
antibody production in Visp (CH). The large-scale facility, which
utilizes 20,000L bioreactors, became operational in 2021.

Bacthera is a strategic joint venture (JV) which was established
by Lonza and Chr. Hansen in 2019. The company is now a leading
specialized CDMO dedicated to the Live Biotherapeutic Product
(LBP) industry. Since 2020, it has offered drug substance and drug
product development services for customers developing LBPs.

The company’s sites in Harsholm (DK) and Basel (CH) both
received manufacturing and GMP licenses from their respective
national health authorities in May 2021, to supply customers with
LBP medicines for human clinical trials and ultimately develop
commercial products.

In November 2021, Bacthera announced a collaboration with
Seres Therapeutics, a leading microbiome therapeutics company,
to manufacture SER-109, which is Seres’ lead product candidate
for recurrent Clostridioides difficile infection (rCDI). SER-109
has potential to become the first LBP to go into commercial
production.

Moving forward, Bacthera will continue to expand its offering,
including larger cGMP batch sizes for Phase 3 and commercial
production. The company’s ambition is to cover the entire
drug substance and drug product supply chain for LBPs in an
integrated offering.

As part of the Seres Therapeutics collaboration, a new Microbiome
Center of Excellence will be located at our Ibex® Solutions
campus in Visp (CH). With this new facility, Bacthera will offer fully
integrated end-to-end live biotherapeutic development, clinical
trial material manufacturing and commercial manufacturing
services.
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Consolidated
Balance

70

Sheet

Assets'

million CHF Notes? 2022 2021
Non-current assets

Property, plant and equipment 5! 6,120 4,694
Intangible assets 4 2,231 2,454
Goodwill 4 2,863 2,986
Other non-current assets 6 408 352
Deferred tax assets 20 17 18
Total non-current assets 11,639 10,504
Current assets

Inventories 8 1,819 1,501
Trade receivables 9 1,164 928
Current tax receivables 30 28
Other receivables, prepaid expenses and accrued income, incl. derivatives 10 480 314
Short-term investments 1155 885 1,602
Cash and cash equivalents 11 1,339 1,582
Total current assets 5,717 5,955
Total assets 17,356 16,459

' At 31 December

2 See the accompanying notes to the consolidated financial statements



Equity and Liabilities '

Financial Statements

million CHF Note? 2022 2021
Equity

Share capital 24 74 74
Share premium 2,582 2,693
Treasury shares (114) 177)
Retained earnings and reserves 8,055 7,160
Total equity attributable to equity holders of the parent 10,597 9,750
Non-controlling interests 68 73
Total equity 10,665 9,823
Liabilities

Non-current provisions 12 378 368
Employee benefit liabilities 22 29 97
Other non-current liabilities 14 1,094 1,027
Non-current debt 13 1,654 2,234
Deferred tax liabilities 20 556 540
Total non-current liabilities 3,611 4,266
Current provisions 12 47 44
Other current liabilities 14 1,775 1,545
Trade payables 15 477 483
Current debt 13 678 169
Current tax payables 20 103 129
Total current liabilities 3,080 2,370
Total liabilities 6,691 6,636
Total equity and liabilities 17,356 16,459

' At 31 December
2 See the accompanying notes to the consolidated financial statements

4l
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Consolidated Income

Statement’

Million CHF Notes? 2022 2021
Sales 1 6,223 5,409
Cost of goods sold (3,785) (3,299)
Gross profit 2,438 2,110
Marketing and distribution (244) (224)
Research and development 21 (95) (90)
Administration and general overheads® (721) (671)
Other operating income # 18.1 262 62
Other operating expenses ° 18.2 (99) (336)
Result from operating activities (EBIT) © 1,541 851
Financial income 19.1 9 &3
Financial expenses 19.2 (104) (96)
Net financial result (95) (63)
Share of loss of associates / joint ventures 7 2 (28)
Profit before income taxes 1,448 760
Income taxes 20 (230) (83)
Profit from continuing operations 1,218 677
Profit from discontinued operations, net of tax 7 3.1 0 2,270
Profit for the period 1,218 2,947
Attributable to:

Equity holders of the parent 1,215 2,944
Non-controlling interest 3 3
Profit for the period 1,218 2,947
Earnings per share for profit from continuing operations attributable to equity holders of the parent:

Basic earnings per share - EPS basic 25 CHF 16.37 9.08
Diluted earnings per share - EPS diluted 25 CHF 16.34 9.05
Earnings per share for profit attributable to equity holders of the parent:

Basic earnings per share - EPS basic 25 CHF 16.37 39.65
Diluted earnings per share - EPS diluted 25 CHF 16.34 39.52

For the year ended 31 December

o o s oo =

of profit / loss from associates and joint ventures

-

72

See the accompanying notes to the consolidated financial statements

Includes the amortization of acquisition-related intangible assets (2022: CHF 138 million, 2021: CHF 141 million)

Operating income in 2022 includes a CHF 199 million gain from disposal of businesses

Operating expenses in 2021 include environmental remediation costs of CHF 300 million, predominantly related to Gamsenried (CH) (see note 12)

Result from operating activities (EBIT) excludes interest income and expenses as well as financial income and expenses that are not interest related (see note 19) and Lonza's share

The Specialty Ingredients business was sold effective on 1July 2021 (see note 3.1)



Consolidated Statement

of Comprehensive Income’

Financial Statements

Million CHF Notes? 2022 2021
Profit for the period 1,218 2,947
Other comprehensive income

Items that will not be reclassified to profit or loss:

Remeasurements of net defined benefit liability 49 2473

Income tax on items that will not be reclassified to profit or loss 20 (8) 41 (45) 202
Items that are or may be reclassified subsequently to profit or loss:

Exchange differences on translating foreign operations (205) (68)
Reclassification of foreign currency differences related to divested businesses 3.1,3.2 8 191

Cash flow hedges - effective portion of changes in fair value 10 29

Cash flow hedges - reclassified to property, plant and equipment 4 0

Cash flow hedges - reclassified to profit or loss 9 (10)

Income tax on items that are or may be reclassified to profit or loss 20 (3) (177) (6) 136
Other comprehensive income for the period, net of tax (136) 338
Total other comprehensive income for the period 1,082 3,285
Total comprehensive income attributable to:

Equity holders of the parent 1,084 3,279
Non-controlling interests (2) 6
Total comprehensive income for the period 1,082 3,285

' For the year ended 31 December
2 See the accompanying notes to the consolidated financial statements
3 CHF 169 million relate to continuing operations (note 22) and CHF 78 million relate to discontinued operations
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Consolidated Cash
Flow Statement’

Million CHF Notes? 2022 2021

Profit for the period 1,218 2,947

Adjustments for non-cash items:

- Income taxes 20 229 125
- Net financial result 95 67
- Share of loss of associates / joint ventures 7 (2) 28
- Depreciation of property, plant and equipment (incl. depreciation of right-of-use assets) 5 409 347
- Amortization of intangibles 4 187 175
- Reversal of impairment 0 (8)
- Impairment losses on property, plant, equipment and intangibles 4,5 2 1
- Increase in provisions 12 71 309
- Increase / (decrease) in employee benefit liability (12) 10
- Loss on disposal of property, plant and equipment 2 2
- Non-cash items related to divested businesses (203) (2,230)
- Amortization of other liabilities / assets (140) (94)
- Share-based payments 23 32 45
Income taxes paid (223) (166)
Interest paid (64) (63)
Total before change in net working capital 1,601 1,495
Increase in inventories (343) (381)
Increase in trade receivables (252) (292)
Increase / (decrease) in trade payables (2) 213
(Increase) / decrease other net working capital 114 300
Use of provisions 12 (58) (56)
Decrease in other payables, net (40) (62)
Net cash provided by / (used for) operating activities 1,020 1,217
Purchase of property, plant and equipment 5 (1,830) (1,301)
Purchase of intangible assets 4 (42) (40)
Acquisitions of subsidiaries, net of cash acquired® 3.4 (10) (48)
Divestitures of subsidiaries, net of cash disposed of 3.2 238 120
Purchase of unconsolidated investments (7) (18)
Proceeds from unconsolidated investments 4 11
Proceeds from assets held for sale 3.1 0 3,972
Lease payments received / (lease prepayment) 5 (17)
Capitalized contract costs (53) (39)
Net proceeds from sales and purchases of other assets 2 (5)
(Increase) / decrease in short-term investments 13 718 (1,602)
Increase / (decrease) in loans and advances (18) (15)
Interest received 10 2
Dividends received 9 0
Net cash provided by / (used for) investing activities (974) 1,021
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Financial Statements

Million CHF Notes? 2022 2021
Repayment of straight bonds 13 (105) (375)
Repayment of German Private Placements 13 0 (784)
Increase / (decrease) in debt 13 (47) (42)
Principal elements of lease payments (60) (30)
Increase in other non-current liabilities * 213 347
Decrease in other non-current liabilities (8) 0
Capital injection from owners of the non-controlling interests 2 0
Purchase of treasury shares (58) (174)
Sale of treasury shares 7 0
Dividends paid ° 25 (228) (225)
Net cash provided by / (used for) financing activities (284) (1,283)
Effect of currency translation on cash (5) 8
Net increase in cash and cash equivalents (243) 963
Cash and cash equivalents at 1 January 1,582 619
Cash and cash equivalents at 31 December 1,339 1,582

continuing and discontinued operations.
See the accompanying notes to the consolidated financial statements

FERTINN)

a

Includes contingent consideration and deferred purchase price payments from prior years acquisitions

In 2021, Lonza received payments of CHF 18 million from customers to purchase equipment for utilization at Lonza facilities. These payments are not separately disclosed in the
consolidated cash flow statement as the related equipment is not owned by Lonza

Includes dividends of CHF 5 million (2021: CHF 2 million) paid to non-controlling interest shareholders of a subsidiary

For the year ended 31 December 2021, the Group has elected to present a statement of cash flows that includes an analysis of all cash flows in total - i.e. including both
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Consolidated Statement
of Changes in Equity

Attributable to equity holders of the parent

million CHF Notes' Share Share Retained Hedging Translation Treasury Total Contrgfﬁ:é Total
capital premium earnings reserve reserve shares interests equity
At 1 January 2021 74 2,804 4,985 (20) (928) (100) 6,815 69 6,884
Profit for the period 0 0 2,944 0 0 0 2,944 3 2,947
- Remeasurement of defined benefit liability 0 0 202 0 0 0 202 0 202
- Exchange differences on translating foreign operations 0 0 0 0 117 0 117 i3 120
- Cash flow hedges 0 0 0 16 0 0 16 0 16
Other comprehensive income, net of tax 0 0 202 16 117 0 335 3 338
Total comprehensive income for the period (0] 0 3,146 16 117 0o 3,279 6 3,285
Dividends 25 0 (1112) (112) 0 0 0 (223) (2) (225)
Recognition of share-based payments 23 0 0 51 0 0 0 51 0 51
Movements in treasury shares 0 0 (95) 0 0 (77) (172) 0 (172)
At 31 December 2021 74 2,693 7,975 (4) (811) (177) 9,750 73 9,823
Profit for the period 0 0 1,215 0 0 0 1,215 3 1,218
- Remeasurement of defined benefit liability 0 0 41 0 0 0 41 0 41
- Exchange differences on translating foreign operations 0 0 0 0 (192) 0 (192) (5) (197)
- Cash flow hedges 0 0 0 20 0 0 20 0 20
Other comprehensive income, net of tax 0 0 41 20 (192) 0 (131) (5) (136)
Total comprehensive income for the period 0 0 1,256 20 (192) 0 1,084 (2) 1,082
Dividends 25 0 (111) (112) 0 0 0 (223) (5) (228)
Capital injection from owners of the non-controlling
interests 0 0 0 0 0 0 0 2 2
Recognition of share-based payments 23 0 0 36 0 0 0 36 0 36
Movements in treasury shares 0 0 (113) 0 0 63 (50) 0 (50)
At 31 December 2022 74 2,582 9,042 16 (1,003) (114) 10,597 68 10,665

' See the accompanying notes to the consolidated financial statements

Translation reserve
The translation reserve of the consolidated statement of changes
in equity comprises all foreign exchange differences arising from
the translation of the financial statements of foreign entities
including the impact on translating monetary items that form
a net investment in a foreign operation.
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Note 1

Operating Segments

11
General Information

Following the requirements of IFRS 8 “Operating Segments”,
the Group’s reportable segments/divisions are described below:

Biologics

The Biologics division is a leading contract development and
manufacturing partner for biopharmaceuticals, serving customers
for all clinical and commercial manufacturing needs throughout
the product lifecycle, including drug substance and drug
product manufacturing. The modalities across Biologics include
mammalian and microbial expression systems, bioconjugates,
and mRNA. The end-to-end service offering is complemented
by granting customers access to Lonza's expression system
technologies and Drug Product Services capabilities.

Small Molecules

The Small Molecules division operates as an integrated
development and manufacturing service provider for small
molecule drug substances and their intermediates. Small
Molecules supports customers across all aspects of design,
development and manufacturing, with the ability to offer
integrated drug substances to drug product solutions, including
particle engineering and drug product packaging.

Cell & Gene

The Cell & Gene division is concentrated around three business
areas: Cell & Gene Technologies, Personalized Medicine and
Bioscience.

The Cell & Gene Technologies (CGT) business develops innovative
technologies and platforms that industrialize the manufacturing
processes and production of cell and gene therapies. CGT
provides contract development and manufacturing services
along with regulatory support for a wide range of allogeneic
and autologous cell therapies and exosome-based therapies,
as well as viral vector gene therapies.

Bioscience is a market-leading provider of specialty raw materials
and enabling technology solutions in core target markets
including cell and gene therapy, injectable drugs, vaccines and
bio-manufacturing.

Personalized Medicine is a start-up business unit developing
breakthrough technologies to industrialize autologous cell
therapies. A prominent part of this business is our Cocoon®
Platform, a closed, automated system for patient-scale cell
therapy manufacturing.

Capsules & Health Ingredients

The Capsules & Health Ingredients business is a trusted partner
in innovative capsules, dosage form solutions and health
ingredients for pharmaceutical and nutraceutical companies.

Corporate

Corporate includes mainly corporate functions, such as finance
and accounting, legal, communication, information technology
and human resources.
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12

Information About Reportable Segment
Profit or Loss, Assets and Liabilities
including Reconciliations

In the following table, revenues and profit or loss are disclosed result, income and expenses from associates and joint ventures
by the four reportable segments and corporate, which include as well as taxes to the reportable segments. The information
the costs of the corporate functions, including eliminations, and  disclosed by the operating segments is the same as that reported
adds up to the Group total. Lonza does not allocate financial monthly to the Group's Executive Committee.

Year ended
31December 2022

Biologics Small Cell & Gene  Capsules Total Corporate/ Group total

Molecules & Health  operating Eliminations

million CHF Ingredients  segments
Sales third-party 3,274 819 693 1,266 6,052 1713 6,223
Intersegment sales* 6 3 51 5 63 (63) 0
Total sales 3,280 822 744 1,269 6,115 108 6,223
CORE EBITDA? 1,228 248 116 418 2,010 (15) 1,995
— Percentage return on sales in % BI7A5) 30.3 16.7 33.0 33.2 n.a. 32.1
included in results from operating activities:
Research and development 4 (126) (19) (29) (14) (188) (6) (194)
Depreciation and amortization (220) (60) (64) (175) (519) (77) (596)
Impairment, net of reversal of impairment (2) 0 0 0 (2) 0 (2)
Restructuring income / (expense) 0 0 0 1 1 (1) 0
Environmental expenses, net of reversal of provision 0 0 0 0 0 (28) (28)
Other segment information:
Additions to property, plant and equipment 1,260 182 110 96 1,648 182 1,830
Additions to property, plant and equipment from acquisitions 0 0 0 0 0 0 0
Additions to right-of-use of leased assets 71 0 5 4 80 8 88
Additions to intangible assets 8 0 4 9 21 21 42
Additions to investment in associates / joint ventures 0 0 0 0 0 0 0

" Intersegment sales were based on prevailing market prices

2 Refer to section “Alternative Performance Measures” for details on the calculation methodology

3 In 2022, sales third-party at Corporate include CHF 123 million of sales to the Specialty Ingredients business (that was divested on 1July 2021). These sales had a dilutive effect of
60 bps on the group margin for the year

4 Refer to note 21

The reconciliation of the CORE EBITDA to the IFRS result for the
twelve months ended 31 December in 2022 and 2021is as follows:

million CHF 2022 2021
Profit before income taxes from continuing operations 1,448 760
Net financial result (95) (63)
Share of loss from associates/joint ventures 2 (28)
Result from operating activities (EBIT)* (from continuing operations) 1,541 851
Environmental-related expenses (27) (300) 2
Litigations (31)3 0
Income / (expense) resulting from acquisition and divestitures 202 0
Depreciation & amortization of property, plant and equipment and intangibles, incl. impairment and reversal of impairments (597) (514)
CORE EBITDA (from continuing operations) 1,995 1,665

' Result from operating activities (EBIT) excludes interest income and expenses as well as financial income and expenses that are not interest related and Lonza’s share of profit/
loss from associates and joint ventures

2 In 2021, environmental remediation expenses predominantly relate to Gamsenried (CH). Refer to note 12

3 Litigation related to a Lonza legacy site / business
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Year ended
31December 2021

Biologics Small Cell & Gene  Capsules Total Corporate/ Group total

Molecules & Health  operating Eliminations

million CHF Ingredients  segments
Sales third-party 2,699 767 602 1,204 5,272 1373 5,409
Intersegment sales* 5 3 46 4 58 (58) 0
Total sales 2,704 770 648 1,208 5,330 79 5,409
CORE EBITDA? 979 215 106 414 1,714 (49) 1,665
— Percentage return on sales in % 36.3 28.0 17.6 34.4 32.5 n.a. 30.8
included in results from operating activities:
Research and development 4 (119) (19) (31) (12) (181) 0 (181)
Depreciation and amortization (171) (56) (51) (178) (456) (65) (521)
Impairment, net of reversal of impairment 0 0 0 0 0 8 8
Restructuring income / (expense) 6 0 0 1 7 (1) 6
Environmental expenses, net of reversal of provision 0 0 0 0 0 (304) (304)
Other segment information:
Additions to property, plant and equipment 920 118 84 83 1,205 58! 1,258
Additions to property, plant and equipment from acquisitions 0 0 8 0 8 0 8
Additions to intangible assets 12 0 2 5 19 21 40
Additions to goodwill and intangible assets from acquisitions 0 0 58] 0 55! 0 53]
Additions to investment in associates / joint ventures 0 0 0 5 5 0 5

' Intersegment sales were based on prevailing market prices

2 Refer to section “Alternative Performance Measures” for details on the calculation methodology
3 In 2021, sales third-party at Corporate include CHF 84 million of sales to the Specialty Ingredients business (that was divested on 1July 2021) during the second half of 2021. These

sales had a dilutive effect of 50 bps on the group margin for the year
4 Refer to note 21

13
Measurement of Operating Segment Profit or Loss

The accounting principles applied to the operating segments are
based on the same accounting principles used for the consolidated
financial statements. Lonza evaluates the performance of its
operating segments on the basis of the result from operating
activities (EBIT) as well as the CORE result from operating
activities. Intersegment sales and transfers are based on prevailing
market prices.
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14
Geographical Information

Year ended
31 December 2022
Revenue  Property, plant Intangible Goodwill Other non- Total
from external and equipment assets current assets non-current
million CHF customers (sales)' assets?
Belgium 302 95 1,085 2,335 28 3,543
Czech Republic 7 0 0 0 0 0
Denmark 158 0 0 0 0 0
France 116 73 75 9 1 158
Germany 224 6 13 57 0 76
Ireland 343 0 0 0 0
Italy 41 0 2 0 3
Netherlands 132 79 1 28 2 110
Spain 41 120 1 0 0 121
Sweden 143 0 0 0 0 0
Switzerland 996 3,329 97 63 310 3,799
United Kingdom 139 155 2 7 0 164
Rest of Europe 207 0 0 0 1 1
Europe 2,849 3,858 1,274 2,501 342 7,975
Canada 63 5 117 21 0 143
Mexico 34 22 21 0 0 43
United States 2,415 1,551 608 338 62 2,559
Rest of North and Central America 1 2 0 0 0 2
North and Central America 2,513 1,580 746 359 62 2,747
Brazil 49 0 11 0 0 11
Rest of Latin America 38 0 0 0 0 0
Latin America 87 [\] 11 o o 11
China 161 334 67 0 0 401
India 42 16 20 2 1 39
Indonesia 16 19 12 0 0 31
Japan 227 52 32 0 2 66
Singapore 113 277 37 0 0 314
South Korea 141 0 0 0 0 0
Thailand i3 0 26 0 0 26
Rest of Asia 36 4 0 0 1 5
Asia 751 682 194 2 4 882
Australia & New Zealand 21 (V] 6 1 o 7
Other countries 2 (1] (1] (] o o
Total 6,223 6,120 2,231 2,863 408 11,622

' Revenue from external customers (sales) allocated to geographical areas by destination according to the location of the customer
2 Total non-current assets excludes deferred tax assets
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Year ended
31 December 2021
Revenue  Property, plant Intangible Goodwill Other non- Total

from external and equipment assets current assets non-current
million CHF customers (sales)' assets?
Belgium 202 98 1,214 2,446 35 3,793
Czech Republic 7 0 0 0 0
Denmark 131 0 10 0 15
France 97 57 81 9 1 148
Germany 201 5 16 60 0 81
Ireland 399 0 0 0 0
Italy 38 0 0 2 0
Netherlands 76 57 0 29 6 92
Spain 44 121 1 0 0 122
Sweden 142 0 0 0 0 0
Switzerland 656 2,210 113 63 263 2,649
United Kingdom 170 152 2 8 0 162
Rest of Europe 218 0 0 0 1 1
Europe 2,381 2,705 1,427 2,627 306 7,065
Canada 82 3 134 23 0 160
Mexico 30 13 20 0 0 33
United States 2,117 1,329 643 35! 41 2,346
Rest of North and Central America 1 1 0 0 0 2
North and Central America 2,230 1,346 797 356 41 2,540
Brazil 60 0 11 0 0 11
Rest of Latin America 47 0 0 0 0 0
Latin America 107 11 o o 11
China 143 337 74 0 0 411
India 40 18 22 2 1 43
Indonesia 18 22 14 0 0 36
Japan 206 37 37 0 5 77
Singapore 139 225 36 0 0 261
South Korea 79 0 0 0 0 0
Thailand 17 0 27 0 0 27
Rest of Asia &l 4 2 0 0 6
Asia 673 643 212 2 4 861
Australia & New Zealand 17 (V] 7 1 o 8
Other countries 1 [}] (1] o o o
Total 5,409 4,694 2,454 2,986 352 10,486

T Revenue from external customers (sales) allocated to geographical areas by destination according to the location of the customer

2 Total non-current assets excludes deferred tax assets

1.5
Information about Major Customers

In 2022, Lonza’s largest customer accounted for 9.2% and the
second, third, fourth and fifth largest customers for 5.3%, 4.9%,
3.8% and 2.8% in relation to total Group sales, respectively. No
other customer accounted for 2.8% or more of Lonza's total sales.

In 2021, Lonza's largest customer accounted for 7.8% and the
second, third, fourth and fifth largest customers for 6.4%, 5.7%,
5.3% and 3.1% in relation to total Group sales, respectively. No
other customer accounted for 2.9% or more of Lonza's total sales.
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Note 2

Revenues

21
Disaggregation of Third-Party Revenues

Lonza derives its revenue primarily from long-term supply
agreements with pharmaceutical and nutraceutical customers,
through Contract Development and Manufacturing (including
related services and licenses) and sale of products. Lonza typically
provides products and manufacturing services, from research
to commercial supply. Lonza supports customers’ research
activities as well as the whole life cycle of a customer product
from development of a drug substance to commercial supply.

These business models and the markets Lonza operates in are
the basis to disaggregate revenue into categories that depict
how the nature, amount, timing and uncertainty of revenue and
cash flows are affected by economic factors. Lonza concluded
that the revenues of the operating segments shall not be further
disaggregated. Each segment focuses on different modalities
and markets:

e Biologics is the leading contract development and
manufacturing partner for biopharmaceuticals, serving
customers for all clinical and commercial manufacturing
needs throughout the product lifecycle, including drug
substance and drug product manufacturing. The modalities
across Biologics include mammalian and microbial expression
systems, bioconjugates, and mRNA. The end-to-end service
offering is complemented by granting customers access to
Lonza's expression system technologies and Drug Product
Services capabilities.

o Small Molecules operates as an integrated development
and manufacturing service provider for small molecule drug
substances and their intermediates. Small Molecules supports
customers across all aspects of design, development and
manufacturing, with the ability to offer integrated drug
substances to drug product solutions, including particle
engineering and drug product packaging.

e Cell & Gene division is concentrated around three business
areas: Cell & Gene Technologies, Personalized Medicine and
Bioscience.

The Cell & Gene Technologies (CGT) business develops
innovative technologies and platforms that industrialize
the manufacturing processes and production of cell and
gene therapies. CGT provides contract development and
manufacturing services along with regulatory support for
a wide range of allogeneic and autologous cell therapies
and exosome-based therapies, as well as viral vector gene
therapies.

Bioscience is a market-leading provider of specialty raw
materials and enabling technology solutions in core target
markets including cell and gene therapy, injectable drugs,
vaccines and bio-manufacturing.

Personalized Medicine is a start-up business unit developing
breakthrough technologies to industrialize autologous cell
therapies. A prominent part of this business is our Cocoon®
Platform, a closed, automated system for patient-scale cell
therapy manufacturing.

e Capsules & Health Ingredients is the trusted partner in
innovative capsules and dosage form solutions and in health
ingredients for pharmaceutical and nutraceutical customers.

The table below shows information for the Group’s four operating
segments provided to the Group’s Executive Committee and
also illustrates the disaggregation of recognized revenues for
the twelve month period ended 31 December:

million CHF 2022 2021
Biologics 3,274 2,699
Small Molecules 819 767
Cell & Gene 693 602
Capsules & Health Ingredients 1,266 1,204
Corporate 171 137
Total 6,223 5,409
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2.2
Contract Assets and Liabilities

The Group recognized contract assets mainly consisting of
contract fulfilment costs that are incurred after a contract is
obtained but before goods or services have been delivered
to the customer. These costs arise from long-term contracts
in the custom manufacturing business for customer-specific
production facility expansions or modifications on Lonza's
premises. They typically include costs for commissioning,
qualification and start-up, as well as for activities relating to
process development and technology transfer. The assets are
amortized on a straight-line basis over the term of the specific
contract they relate to, consistent with the pattern of recognition
of the associated revenue. Additionally, if services rendered by
Lonza exceed the payment received, a contract asset (accrued
income) is recognized.

Contract liabilities mainly consist of upfront and other one-time
payments, typically resulting from long-term contracts in the
contract development and manufacturing business. These
payments make up part of the expected transaction price
and are deferred until batches are released. Additionally, if the
payments received exceed services rendered, a contract liability
(deferred income) is recognized. The non-current portion of
deferred income is included in other long-term liabilities in the
consolidated balance sheet.

The Group has recognized the following revenue-related contract
assets and liabilities:

million CHF 2022 2021
Trade receivables 1,164 928
Total trade receivables 1,164 928
million CHF Notes 2022 2021
Accrued income 10 188 127
Capitalized contract cost* 6,10 72 54
Total contract assets 260 181
' Thereof non-current CHF 67 million (2021: CHF 32 million) and current CHF 5 million (2021: 22 miillion)

million CHF Notes 2022 2021
Non-current deferred income 14 739 675
Current deferred income 14 649 667
Total contract liabilities 1,388 1,342
Movement in Capitalized Costs to Fulfill a Contract

million CHF 2022 2021
At 1 January 54 42
Asset recognized from costs incurred to fulfill a contract at 31 December 47 39
Amortization and impairment loss recognized as cost of providing services during the period (29) (27)
At 31 December 72 54
Movement in Contract Liabilities

million CHF 2022 2021
At 1 January 1,342 957
Revenue recognized that was included in the contract liability balance at the beginning of the period (667) (520)
Increases due to cash received, excluding amounts recognized as revenue during the period 711 841
Acquisition of subsidiaries 0 60
Currency translation effects 2 4
At 31 December 1,388 1,342
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Note 3

Business Combinations and Sale of Businesses

31
Divestment of Lonza Specialty Ingredients
Business (2021)

On 23 July 2020, Lonza's Board of Directors decided to divest
the Lonza Specialty Ingredients business via a sales process.
On 8 February 2021, Lonza announced that it has entered
into a definitive agreement with Bain Capital and Cinven. The
divestment of the former Specialty Ingredients business was
completed on 1July 2021 for an enterprise value of CHF 4.2
billion and was finally settled before 31 December 2021.

The results from Specialty Ingredients were presented as part
of discontinued operations in 2021.

84

Intragroup transactions between Lonza’s continuing and
discontinued operations have been attributed in a way that reflects
how these transactions were expected to be continued after the
divestiture. As intercompany loans and debts were expected to
be settled prior to or at the closing of the transaction, effects
from these transactions within financial result were eliminated.
To the contrary, certain supply and service agreements continue
to be in place even after the closing of the transaction and
therefore were not eliminated. The Group has primarily identified
supply and service agreements between continuing operations
and Specialty Ingredients in Lonza's facilities in Visp (CH) and
Nansha (CN). In 2021, sales from the Lonza continuing business
to discontinued operations amounted to CHF 107 million while
sales from discontinued operations to the Lonza continuing
business amounted to CHF 30 million.



In the consolidated income statement, the result on discontinued
operations includes the Lonza Specialty Ingredients business
(2021: 6 months from January to June, only) together with
certain corporate costs directly attributable to Lonza Specialty
Ingredients together with carve-out / divestiture related costs
and presented as follows:

Financial Statements

million CHF 2022 2021"
Sales 0 887
Costs of goods sold 0 (611)
Gross profit (o] 276
Marketing and distribution 0 (49)
Research and development 0 (15)
Administration and general overheads (1) (70)
Other operating income 0 10
Other operating expenses 0 (7)
Result from operating activities (EBIT) (1) 145
Net financial result 0 (4)
Share of loss of associates / joint ventures 0 (1)
Profit from operating activities before taxes (1) 140
Income taxes 1 (35)
Profit from operating activities, net of tax (o] 105
Gain on sale of discontinued operations 2 0 2,172
Income tax on sale of discontinued operations 0 (7)
Profit from discontinued operations, net of tax 2,270
Attributable to:

Equity holders of the parent 0 2,270
Non-controlling interest 0 0

CHF

Basic earnings per share (0.00) 30.57
Diluted earnings per share (0.00) 30.47

' The Specialty Ingredients business was sold effective 1July 2021. Therefore, results from operating activities in 2021 are not comparable to 2022

2 |n 2021, the gain from discontinued operations includes the proceeds received (CHF 4,016 million), the net assets that were disposed of (CHF 1,602 million), the divestiture and

separation related costs (FY 2021: CHF 56 million) and the recycling of accumulated exchange rate translation reserve losses (CHF 186 million)
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The divestment of the former Specialty Ingredients business was completed on 1July 2021. The effects
of the disposal of the Specialty Ingredients business on the balance sheet are as follows:

million CHF 2021
Goodwill (513)
Non-current assets (910)
Current assets (647)
Cash and cash equivalents (44)
Deferred tax liabilities 56
Total non-current and current liabilities 455
Net assets disposed of (1,602)
Consideration received, satisfied in cash 4,016
Cash and cash equivalents disposed of (44)
Cash inflow on disposal 3,972
3.2

Divestment of Other Businesses (2021 and 2022)

In addition to the Lonza Specialty Ingredients business (see note  The table below aims at summarizing the effect of above disposals
31), Lonza completed the divestiture of several other businesses  on the Group financial statements in both years:

in 2022 (Bioscience and Small Molecule) and 2021 (Capsules &

Health Ingredients and Small Molecules).

Effect of the disposal of other businesses on the consolidated balance sheet:

million CHF 2022 2021
Goodwill 9) 0
Intangible assets (10) (55)
Property, plant & equipment* (14) (44)
Other non-current assets 0 (1)
Current assets (other than cash and cash equivalents) (8) (37)
Cash and cash equivalents (2) (8)
Non-current liabilities 8 13
Current liabilities 1 16
Net assets disposed of (34) (116)
Consideration received, satisfied in cash 240 128
Contingent consideration receivable 2 0
Total consideration 242 128
CTA recycling and disposal costs 9) (8)
Gain on disposal, net of CTA recycling and disposal costs 199 4
Consideration received, satisfied in cash 240 128
Cash and cash equivalents disposed of (2) (8)
Cash inflow on disposal 238 120

" Includes right-of-use of leased assets of CHF 7 million (2021: CHF 2 million)
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3.3
Acquisitions in Exosomes Bioprocessing Business

Effective 15 November 2021, Lonza acquired the exosome
manufacturing facility located in Lexington, Massachusetts (US)
from Codiak BioSciences, a clinical-stage biopharmaceutical
company pioneering the development of exosome-based
therapeutics. As part of the signed agreement, Codiak will retain
its pipeline of therapeutic candidates as well as its exosome
engineering and drug-loading technologies. Codiak will receive
as part of the deal USD 65 million of cGMP manufacturing
services in kind. Lonza will gain worldwide access and sub-
licensable rights to Codiak’s high-throughput perfusion-based
cGMP process for exosome manufacturing.

Effective 1December 2021, Lonza acquired the service unit from
Exosomics, a leading extracellular vesicles biotech company. The

agreement includes Exosomics’ service team, service assets and
laboratories in Siena, Italy. Lonza has been a minority shareholder
of Exosomics since 2017 and will remain a shareholder after
the acquisition of the service unit is complete. The acquisition
strengthens Lonza’s position as a leading global CDMO in
exosomes bioprocessing.

Both transactions did not have any significant impact on the
Group consolidated financial statements for the twelve-month
period ended 31 December 2021.

The net identifiable assets acquired from the 2021 acquisitions
are set out in the table below:

million CHF 2021
Intangible assets (technologies and customer relationships) 55
Property, plant & equipment 8
Net identifiable assets 43
Goodwill 18
Total consideration 61
Cash consideration 1
Manufacturing services in kind 60
Total consideration transferred 61
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3.4
Cash Flow from Acquisitions of Subsidiaries

million CHF 2022 2021
Deferred consideration paid* (3) (43)
Cash consideration paid 0 (3)
Contingent consideration paid 2 (7) (2)
Net cash outflow (10) (48)

1 Payments in 2021 predominantly related to the acquired Fill and Finish Business, Stein (CH)

2 See note 27.6

Note 4

Intangible Assets and Goodwill

41

Cost and Accumulated Amortization and Impairment

Intangible assets include software purchased from third parties,
related software implementation costs, as well as patents,
trademarks, client relationships acquired and development costs.
Their amortization is included in the line item “Administration
and general overheads” of the consolidated income statement.
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The Capsugel trade name acquired through the business
combination in 2017 as well as the trademarks acquired through
the acquisition of Cambrex (2007) are considered to have
indefinite useful lives. As a result, these intangible assets with
a carrying amount of CHF 241 million as of 31 December 2022
(2021: CHF 252 million) are not systematically amortized.

Development costs as of 31 December 2022 predominantly
include technologies acquired with the acquisitions of Capsugel,
amounting to CHF 693 million (2021: CHF 800 miillion) and Octane
of CHF 81 million (2021: CHF 94 million).
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Year ended
31 December 2022

Goodwill Capsugel Patents, Computer Technologies/ Construction Total

trade name  trademarks, software Development  in progress
and Cambrex client cost
million CHF Trademarks  relationship
Cost
At 1 January 2,986 252 1,547 226 1,324 1 6,336
Additions 0 0 3 28 8 3 42
Disposals 0 0 (60) (1) 0 0 (61)
Acquisition of subsidiaries 0 0 0 0 0 0 0
Disposal of subsidiary 9) 0 (12) 0 0 0 (21)
Currency translation differences (114) (11) (22) (1) (56) 0 (204)
At 31 December 2,863 241 1,456 252 1,276 4 6,092
Accumulated amortization and impairment
At 1 January (o] (o] (347) (149) (400) (o] (896)
Amortization 0 0 (57) (39) (91) 0 (187)
Disposals 0 0 60 1 0 0 61
Disposal of subsidiary 0 0 2 0 0 0 2
Currency translation differences 0 0 2 1 19 0 22
At 31 December 0 )] (340) (186) (472) 0o (998)
Net carrying amount 31 December 2,863 241 1,116 66 804 4 5,094
Year ended
31 December 2021 Goodwill Capsugel Patents, Computer Technologies/ Construction Total
trade name  trademarks, software Development  in progress
and Cambrex client cost

million CHF Trademarks  relationship
Cost
At 1 January 3,072 261 1,567 201 1,351 (o] 6,452
Additions 0 0 7 26 5] 2 40
Disposals 0 0 0 (1) 0 0 (1)
Acquisition of subsidiaries 18 0 24 0 11 0 83
Disposal of subsidiary 0 0 (61) 0 0 0 (61)
Currency translation differences (104) 9) 10 0 (43) (1) (147)
At 31 December 2,986 252 1,547 226 1,324 1 6,336
Accumulated amortization and impairment
At 1 January (o] (o] (296) (125) (319) (0] (740)
Amortization 0 0 (55) (25) (95) 0 (175)
Disposals 0 0 0 1 0 0 1
Disposal of subsidiary 0 0 6 0 0 0 6
Currency translation differences 0 0 (2) 0 14 0 12
At 31 December 0 )] (347) (149) (400) 0o (896)
Net carrying amount 31 December 2,986 252 1,200 77 924 1 5,440
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4.2

Impairment Tests for Cash-Generating Units
Containing Goodwill and Intangible Assets with
Indefinite Useful Lives

Lonza has identified its four divisions as cash-generating units
and used them for allocating goodwill and intangible assets
with indefinite useful life:

Biologics

Various technologies (mammalian, microbial, etc.) applied within
the Biologics division are the cash-generating units identified
and subject to impairment testing of goodwill.

Small Molecules

In providing customized API development and manufacturing
services, the Small Molecules division applies different chemical
technologies representing a separate cash-generating unit. This
cash-generating unit is subject to impairment testing of goodwiill.

Cell & Gene

The Cell & Gene division applies various technologies (bioscience
solutions, cell therapy, viral therapeutics etc.) which are cash-
generating units and subject to impairment testing of goodwill
and intangible assets with indefinite useful lives.

Capsules & Health Ingredients

The business offers nutritional formulation know-how, capsule and
encapsulation technologies. The applied technologies represents
the cash-generating unit that is subject to impairment testing
of goodwill and intangible assets with indefinite useful lives.

The reported goodwill and intangible assets with indefinite useful
lives are monitored on operational division level. The following
divisions maintain carrying amounts of goodwill as presented
below (at year-end exchange rates):

million CHF 2022 2021
Capsules & Health Ingredients 1,381 1,438
Small Molecules 1,080 1,129
Cell & Gene 368 385
Biologics 34 34
Total carrying amounts of goodwill as at 31 December 2,863 2,986

The following divisions maintain carrying amounts of intangible

assets with indefinite useful lives as presented below (at year-

end exchange rates):
million CHF 2022 2021
Capsules & Health Ingredients 216 227
Cell & Gene 25 25
Total carrying amounts of intangible assets with indefinite useful life as at 31 December 241 252
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The recoverable amount of the cash-generating units is based
on the value-in-use calculation. The supporting cash flow
projections for 2023 to 2027 are based on the Lonza business
strategy review.

The cash flow projections beyond the five-year period, of the
most significant cash-generating units below, are based on the
concept of perpetual growth rates, which do not necessarily
reflect the Group’s strategic objective targets for the future growth
potential of the underlying businesses. The key assumptions and
the approach to determining the value in use of the significant
cash-generating units carrying significant goodwill are based
on the following:

The cash-generating unit Capsules & Health ingredients provides
cash flow projections for 2023-2027 based on a 5.9% (2021: 4.4%)
average sales growth with increasing EBIT margins. The cash
flow projections beyond the five-year period are based on 2.0%
(2021: 2.0%) growth rate. A pre-tax discount rate of 7.2% (2021:
7.3%) has been used in discounting the projected cash flows.

The cash-generating unit Small Molecules provides cash flow
projections for 2023-2027 based on a 6.9% (2021: 10.3%)
average sales growth with increasing EBIT margins. The cash
flow projections beyond the five-year period are based on 2.0%
(2021: 2.0%) growth rate. A pre-tax discount rate of 6.3% (2021:
5.5%) has been used in discounting the projected cash flows.

Financial Statements

Bioscience / Cell & Gene Technologies / Personalized Medicine
businesses is a group of cash-generating units reported in the
Cell & Gene division. The businesses are characterized by strong
dynamic growth across the majority of its markets, driven by
the aging population and improved access to healthcare. The
cash flow projections for 2023-2027 are based on a 22.0% (2021:
20.6%) average sales growth. The cash flow projections beyond
the five-year period are extrapolated using a 2.0% (2021: 2.0%)
growth rate. A pre-tax discount rate of 7.7% (2021: 5.8%) has
been used in discounting the projected cash flows.

A sensitivity analysis for the cash-generating units and groups of
cash-generating units to which a significant amount of goodwill
or intangible assets with indefinite useful lives are allocated was
performed. The analysis was based on changes in key inputs
which management considers to be reasonably possible:

e A reduction in cash flows by 10%

e Or an increase in discount rate by one percentage point

e Or areduction in the perpetual growth rate by one percentage
point.

Management concluded that no impairment loss would need to
be recognized on goodwill or intangible assets with indefinite
useful lives in any of the cash-generating units (or group of
cash-generating units).
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Note 5

Property, Plant and Equipment

million CHF 2022 2021
Property, plant and equipment own assets 5,733 4,320
Right-of-use of leased assets 387 374
Total 6,120 4,694
51
Property Plant and Equipment Own Assets

Year ended
31 December 2022

Land Buildings and Production Construction Total
million CHF structures facilities in progress
Cost
At 1 January 79 2,042 4,105 1,363 7,589
Additions 4 116 292 1,418 1,830
Disposals (1) (14) (29) (1) (45)
Acquisition of subsidiaries 0 0 0 0 0
Disposal of subsidiary 0 0 (12) 0 (12)
Transfers / reclassification 0 87 247 (334) 0
Currency translation differences (3) (10) (65) (13) (91)
At 31 December 79 2,221 4,538 2,433 9,271
Accumulated depreciation and impairment
At 1 January (1) (931) (2,337) 0 (3,269)
Depreciation charge 0 (75) (287) 0 (362)
Disposals 0] 14 20 0 34
Impairment losses 0 0 0 0 0
Reversal of impairment losses 0 0 0 0 0
Disposal of subsidiary 0 0 5 0 5
Currency translation differences 0 7 47 0 54
At 31 December (1) (985) (2,552) (o] (3,538)
Net carrying amount 31 December 78 1,236 1,986 2,433 5,733
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Year ended
31December 2021

Land Buildings and Production Construction Total
million CHF structures facilities in progress
Cost
At 1 January 82 1,673 3,382 1,217 6,354
Additions 0 119 228 911 1,258
Disposals 0 (10) (41) (3) (54)
Acquisition of subsidiaries 0 0 8 0 8
Disposal of subsidiary (2) (22) (22) 4 (50)
Transfers / reclassification 0 269 500 (766) 3
Currency translation differences (1) 1% 50 8 70
At 31 December 79 2,042 4,105 1,363 7,589
Accumulated depreciation and impairment
At 1 January (1) (872) (2,112) (V] (2,985)
Depreciation charge 0 (64) (247) 0 (311)
Disposals 0] 4 35 0 39
Impairment losses 0 0 (1) 0 (1)
Reversal of impairment losses 0 2 6 0 8
Disposal of subsidiary 0 5 5 0 8
Currency translation differences 0 (4) (23) 0 (27)
At 31 December (1) (931) (2,337) o (3,269)
Net carrying amount 31 December 78 1,111 1,768 1,363 4,320

Commitments for capital expenditure in property, plant and
equipment amounted to CHF 893 million at year-end 2022
(2021: CHF 737 million), mainly related to capital expenditures
at sites in Visp (CH), Portsmouth (US) and Singapore. No assets
were pledged for security of own liabilities in 2022 and 2021.
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5.2
Leases

Right-of-use of Leased Assets

Year ended
31 December 2022
Buildings and Production Others Total
million CHF structures facilities
Net carrying amount at the year ended 293 58] 41 387
Additions for the year ended 70 0 18 88
Depreciation for the year ended (38) (5) 3) (46)
Impairment for the year ended 0 2) 0 (2)
Year ended
31 December 2021
Buildings and Production Others Total
million CHF structures facilities
Net carrying amount at the year ended 285 65 24 374
Additions for the year ended 125 65 15 205
Depreciation for the year ended (31) (2) 3) (36)
Lonza predominantly leases office buildings, together with
warehouses and production assets. The maturities of the lease
liabilities are presented in note 27.3.
Lease expenses and cash outflows
Leases are presented as follows in the income statement:
million CHF 2022 2021
Expenses related to short-term leases and low value assets* 9) (7)
Expenses related to variable lease payments not included in lease liabilities* (11) (7)
Other rent expenses (including incidental expenses)* 9) (6)
Total lease expenses not part of right-of-use of leased assets (29) (20)
Depreciation of right-of-use of leased assets* (46) (36)
Impairment of right-of-use of leased assets? (2) 0
Interest expense on leases? (11) (12)
2022 2021
Total cash outflows on leases (100) (82)

" Included in cost of goods sold and administrative expenses
2 Included in other operating expenses
3 Included in financial result
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Note 6

Other Non-Current Assets

million CHF Notes 2022 2021
Loans and advances g 194 177
Other investments 66 &)
Capitalized contract costs 2 67 32
Investments in associates / joint ventures 7 33 31
Defined benefit pension plan asset 22.1 2 2
Derivative financial instruments 275 5

Contingent consideration related to sale of business 27.6 2 0
Other assets 39 37
Total 408 352

Loans and advances at 31 December 2022 includes a CHF
155 million (2021: CHF 159 million) loan to BioAtrium AG. This
associated company represents a strategic partnership between
Sanofi and Lonza (see note 7.2). It also includes a CHF 38 million
(2021: CHF 16 million) loan to BacThera (see note 711).

Note 7

Investments in Joint Ventures and Associates
In 2022 and 2021, the Group did not receive any dividends from  The following table summarizes the carrying amounts of interests

associates and joint ventures. in joint ventures and associates, which are accounted for using
the equity method.

million CHF 2022 2021

Balance Sheet Value

Interests in joint ventures 0 0
Interests in associates 33 31
Total 33 31
Net income statement effect 2022 2021
Share of profit / (loss) of joint ventures 0 (15)
Share of profit / (loss) of associates 2 (13)
Total 2 (28)
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71
Joint Ventures

With BacThera Ltd. (founded in April 2019), the Group established
together with Chr. Hansen Holding A/S a strategic partnership
in developing and manufacturing live biotherapeutic products
for Pharma Biotech & Nutrition customers. This partnership
brings together Chr. Hansen'’s extensive know-how in developing,
upscaling and manufacturing bacteria strains and Lonza’s strong
capabilities in pharma contract manufacturing and outstanding
formulation and drug delivery technologies. The phased investment
of approximately EUR 90 million is shared equally between the
parties to build a cGMP-compliant pharma production capability.

In 2022, BacThera Ltd commenced its small scale production and
further invested into large scale manufacturing suites. In addition
to the equity funding, Lonza financed the joint venture with a loan
of CHF 38 million (2021: CHF 16 million). Lonza accounts for its 50%
share in BacThera Ltd as a joint venture in accordance with IFRS 11.
The financial results of BacThera Ltd in both reporting periods are
predominantly affected by ongoing operational ramp-up losses.
Following the investment write-off in 2021, Lonza continued to
maintain its investment value in BacThera Ltd at CHF O million.

7.2
Associates

Lonza holds a 50% stake in BioAtrium Ltd (CH), as well as in
another individual immaterial company.

BioAtrium Ltd

BioAtrium Ltd was founded in 2017 for the strategic partnership
with Sanofi. This strategic partnership operates a large scale
mammalian cell culture facility for monoclonal antibody production
in Visp (CH). The total commitment of both partners is estimated
to be CHF 290 million and is equally shared between the two
parties.

million CHF

Lonza continues to account for its share in BioAtrium Ltd as
investment in associates in accordance with IAS 28. In 2022,
BioAtrium Ltd started being fully operational and generated
a net profit of CHF 5 million. According to the shareholder’s
agreement, Lonza considered its share of profit and recognized
an adjustment to its investment value in BioAtrium Ltd by
CHF 2 million.

The following table summarizes certain financial information of
BioAtrium Ltd and Lonza'’s investment in the associate:

2022 2021

Percentage of ownership

50% 50%

Current assets 79 88
Non-current assets 346 347
Current liabilities 46 53
Non-current liabilities (including non-current debt of CHF 309 million; 2021: CHF 317 million) 329 334
Net assets (100%) 50 48
Group's share of net assets (50%) 25 24
Carrying amount of interest in BioAtrium Ltd 33 31
Revenue 139 22
Profit and total comprehensive income (100%) 3 (17)
Group's share of profit and total comprehensive income (50%) 2 (9)

96



Financial Statements

Note 8

Inventories
million CHF 2022 2021
Inventories 1,993 1,623
Value adjustments (174) (122)
Total 1,819 1,501
million CHF 2022 2021
Raw materials 40% 722 41% 616
Work in progress 13% 240 14% 210
Finished goods 34% 619 32% 478
Other 13% 238 13% 197
Total 100% 1,819 100% 1,501

By Operating Segments
million CHF 2022 2021
Biologics 51% 928 51% 770
Small Molecules 21% 377 22% 325
Cell & Gene 14% 252 12% 181
Capsules & Health Ingredients 14% 267 15% 232
Corporate / Intercompany Profit Eliminations 0% (5) 0% (7)
Total 100% 1,819 100% 1,501

The cost of inventories recognized as expenses during the
period and included in “Cost of goods sold” amounted to CHF
3,683 million (2021: CHF 3,246 million).

Inventory Value Adjustments

Raw materials Work in Other Total Total
progress 2022 2021

and finished

million CHF goods
At 1 January 40 55 27 122 116
Increase 38 107 5 150 69
Reversal / Utilization of write-downs (22) (75) 0 (97) (61)
Transfer to assets held for sale 0 0 0 0 0
Disposal of subsidiaries 0 0 0 0 (1)
Currency translation differences 0 0 (1) (1) (1)
At 31 December 56 87 31 174 122
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Note 9

Trade Receivables
million CHF 2022 2021
Receivables from customers 1,192 940
Allowances for credit losses (28) (12)
Total 1,164 928

The Group’s credit risk is diversified due to the large number of
entities comprising the Lonza customer base and the dispersion
across many different industries and regions. Management
has a credit policy in place and the exposure to credit risk is
monitored on an ongoing basis. At 31 December 2022, there
were no significant concentrations of credit risk. The maximum
exposure to credit risk is equal to the carrying amounts.

Reconciliation of Changes in Allowance Accounts
for Credit Losses

million CHF 2022 2021
Balance at the beginning of the year 12 14
Increase in provision for credit losses 20 0
Decrease in provision for credit losses (4) (2)
Balance at the end of the year 28 12

In general, Lonza does not require collateral in respect of trade
and other receivables, but uses credit insurance for country
risk where appropriate.
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Note 10

Other Receivables, Prepaid Expenses and Accrued Income

million CHF Notes 2022 2021
Accrued income 2 188 127
Other receivables 112 81
Prepaid expenses 82 39
Derivative financial instruments 275 93 41
Capitalized contract costs 2 5 22
Prepaid taxes and social security payments 0 4
Total 480 314

“Other receivables” include accruals and receivables for taxes
(other than income taxes).

Note 11

Cash and Cash Equivalents

million CHF 2022 2021
Cash 232 954
Time deposits 1,107 628
Total 1,339 1,582
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Note 12

Provisions
million CHF Environmental Restructuring Other Total
At 1 January 2022 394 6 12 412
Increase 31 5 40 76
Used (23) (1) (34) (58)
Reversed (3) (2) 0 (5)
At 31 December 2022 399 8 18 425
thereof current 29 6 12 47
thereof non-current 370 2 6 378

Environmental

The environmental provision comprises the estimated probable
future expenses for environmental remediation and protection
for existing as well as divested plants The vast majority of the
provision of CHF 399 million (2021: CHF 394 million) relates to
the Visp site and is expected to be utilized within ten years.

Lonza maintains an old landfill close to its Visp (CH) site. This
landfill was in use from 1918 until 2012 and contains hazardous
materials. Lonza will need to perform remediation measures in
order to comply with environmental regulations.

Lonza and the environmental authorities of the canton of Valais
aligned on the base principles of a remediation strategy during
2020. During the year 2021 Lonza submitted a risk assessment
of the old landfill to the environmental authorities of the canton
of Valais which identified the most critical area regarding the
groundwater protection and related remediation measures.

Lonza’s detailed investigations had further progressed during
2021and 2022. Therefore, Lonza is in the position to define the
most likely remediation measures of the most critical area as
well as the extent of remediation required. As of 31 December
2022 the provision reflects Lonza's estimate of remediation costs
for this most critical area regarding groundwater protection.

However, for remaining areas of the landfill, it is not possible
as of 31 December 2022 to make an informed judgment on, or
reasonably predict, potential additional required remediation
measures. With the current available information, it is not possible
for Management to estimate further potential liabilities other
than the provision which was recognized. Lonza continues to
closely monitor the development of the situation and will adjust
the provision going forward accordingly.

Restructuring

The restructuring provision primarily reflects the expected
employee termination costs related to ongoing restructuring
programs.

Other

Other provisions are predominately associated with the asset
retirement obligations of Lonza’s Singapore based operations.
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Note 13
Net Debt

The net debt comprises:

million CHF Notes 2022 2021
Debt

Non-current debt 1,654 2,234
Current debt 678 169
Total debt 2,232 2,403
Loans and advances (floating interest rates)

Non-current loans and advances (194) (177)
Short-term investments (885) (1,602)
Cash and cash equivalents 11 (1,339) (1,582)
Total loans and advances and cash and cash equivalents (2,418) (3,361)
Net debt / (net cash) (186) (958)
Non-Current Debt

million CHF 2022 2021
Straight bonds 749 1,246
Term loan 644 635
German Private Placement 46 240
Other long-term debt 115 113
Total non-current debt 1,554 2,234
Straight Bonds - Fixed Interest Rates

million CHF 2022 2021
CHF bonds

3%, CHF 105 million, 2012/2022, due 11 October 2022, issued at 100.74% 0] 105
1.25%, CHF 175 million, 2015/2023, due 22 September 2023, issued at 100.133% 175 175
1%, CHF 300 million, 2020/2023, due 28 April 2023, issued at 100.015% 300 299
0.7%, CHF 110 million, 2017/2024, due 12 July 2024, issued at 100.222% 110 110
0.35%, CHF 150 million, 2020/2026, due 22 September 2026, issued at 100.148% 150 150
EUR bonds

1.625%, EUR 500 million, 2020/2027, due 21 April 2027, issued at 99.424% 489 512
Total including current portion 1,224 1,351
Less current portion of straight bonds (475) (105)
Total non-current straight bonds 749 1,246
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Current Debt

million CHF 2022 2021
Due to banks and other financial institutions (German Private Placement) 185 0
Others 18 64
Non-current debt due within one year

- Straight bond (2012-2022) 0 105

- Straight bond (2015-2023) 175 0

- Straight bond (2020-2023) 300 475 0 105
Total current debt 678 169
Debt: Movements in Carrying Value of Recognized Liabilities

million CHF 2022 2021
At 1 January 2,403 3,580
Repayment of straight bond (105) (375)
Repayment of German Private Placements 0 (784)
Increase / (decrease) in other debt (47) (27)
Changes from financing cash flows (152) (1,186)*
Amortization of financing costs and discounts 3 5
Net foreign currency transaction (gains) losses (1) 22
Currency translation effects (21) (18)
Changes in foreign exchanges rates (22) 4
At 31 December 2,232 2,403

" Net repayment of debt CHF 15 million related to discontinued operations, resulting in a total change from financing cash flows of CHF 1,201 million
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Breakdown of Total Debt by Currencies

2022 2021

Average % Average %

Interest Interest
million CHF Rate % Rate %
CHF 1.09 34 749 0.93 37 879
EUR 1.58 30 674 1.38 29 706
uUsD 2.74 36 809 1.99 34 818
Total 100 2,232 100 2,403

Credit Rating Other debt

In January 2019, Lonza announced that Standard & Poor’s (S&P)
rated the company with an investment grade rating of BBB+
and stable outlook. The rating has been confirmed by S&P
since then and Lonza is committed to maintaining a strong
investment-grade rating going forward.

Debt repayments

Following the successful closing of the sale of the Lonza
Specialty Ingredients business and the receipt of the disposal
net proceeds in July 2021, Lonza did not issue any new bonds
or other debt securities neither in 2021 nor in 2022.

In 2021, Lonza repaid its scheduled debt maturities totaling
CHF 727 million equivalent (thereof CHF 352 million related
to the German Private Placement and CHF 375 million related
to the Swiss bonds). In addition, Lonza decided to early repay
the floating rate German Private Placement totaling CHF 432
million equivalent.

In 2022, Lonza repaid one Swiss bond with a nominal value of
CHF 105 million.

German Private Placement (Schuldschein)

Following the repayment of the scheduled debt maturities of
EUR 325 million (equaling to CHF 352 million equivalent) in August
2021 and the early repayment of the floating rate notes of USD
250 million and EUR 187.5 million in August and September 2021
(totaling CHF 432 million equivalent), Lonza maintains two fixed
rate notes of the dual-currency "Schuldschein” issued in August
2017. Remaining notes are repayable in 2023 (EUR 187.5 million)
and 2024 (USD 50 million).

Syndicated Loan Facilities
In 2019, Lonza signed a Syndicated Loan Facility with a consortium
of banks containing Term Loans and a Revolving Credit Facility.

The Term Loan tranches of USD 500 million and USD 200 million
carrying floating interest rates are repayable 2025 and 2026
respectively.

The Revolving Credit Facility (RCF) provides Lonza additional
financial headroom of CHF 1 billion due 2026, at floating interest
rates. The facility was not used as of 31 December 2022 nor
in 2021.
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Other current and non-current debt comprise industrial revenue
bonds of USD 130 million (2021: USD 152 million) issued by
governmental institutions in the United States (repayable in
2025, 2030 and 2047). One revenue bond (amounting to USD
23 million) was repaid in April 2022.

Liquidity Management / Short-term Investments

Following the sale of the Lonza Specialty Ingredients business,
Lonza parked the excess cash into short-term plain vanilla
instruments, such as overnight deposits, bank term deposits,
notice deposits and short-term money market funds in line with
the Group's investment policy.

At year-end 2022, Lonza maintained a total balance of CHF
2.2 billion, thereof CHF 1.3 billion was classified as cash & cash
equivalents (cash at banks and bank deposits with maturities less
than 3 months). Furthermore, Lonza held short-term investments
amounting to CHF 0.9 billion, thereof bank deposits with maturity
between three and six months totaling CHF 0.7 billion (classified
as financial assets at amortized costs) and investments into
short-term money market funds of CHF 0.2 billion (classified
as financial assets at fair value through profit or loss).



Financial Statements

Short-term Investments

million CHF 2022 2021
Investments at amortized costs 650 1,357
Investments at fair value through profit or loss 235 245
Total short-term investments 885 1,602

In 2022, all short-term investments are made in CHF (while in
2021, a minor portion is made in USD - see note 27.4).

Note 14

Other Non-Current and Current Liabilities

Other Non-Current Liabilities

million CHF Notes 2022 2021
Deferred income 2 739 675
Lease liabilities 301 296
Contingent consideration 27.6 26 27
Derivative financial instruments 275 1 13
Other liabilities 27 16
Total other non-current liabilities 1,094 1,027

Other Current Liabilities

million CHF Notes 2022 2021
Deferred income 2 649 667
Accrued liabilities and other payables 693 484
Personnel related liabilities 271 268
Lease liabilities 54 50
Derivative financial instruments 27.5 62 36
Accrued interest payables 14 14
Other liabilities 32 26
Total other current liabilities 1,775 1,545
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Note 15

Trade Payables
million CHF 2022 2021
Payable to third parties 477 483
Total 477 483

Payables to third parties principally comprise amounts outstanding

for trade purchases and ongoing costs. The carrying amount

of trade payables approximates their fair value.

Note 16

Material and Energy Costs
million CHF 2022 2021
Material costs 1,349 1,097
Energy costs* 154 135
Total 1,503 1,232

" Includes predominantly energy used in the production processes (as part of cost of goods sold) but also overhead energy costs (as part of administration and general overhead).
In this amount, CHF 28 million for the year 2022 (2021: CHF 40 million) relates to energy procured on behalf of third parties, that was recharged as part of sales

Note 17

Personnel Expenses

million CHF Notes 2022 2021
Wages and salaries 1,590 1,369
Operating expenses defined benefit pension plans 22.1 47 52
Other social security contributions 312 296
Other personnel expenses 190 172
Total 2,139 1,889
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Note 18

Other Operating Income and Expenses

181
Other Operating Income

million CHF Notes 2022 2021
Revenue from Transitional Service Agreements with divested businesses* 30 20
Government grants, research & development and other tax credits 7 10
Write back of provisions 6 9
Reversal of impairment on property, plant and equipment 0 82
Gain from disposal of businesses® 3.2 199 4
Gain from disposal of property, plant and equipment and other assets 2 2
Sundry income 18 9
Total 262 62

18.2

Other Operating Expenses
million CHF 2022 2021
Increase in provisions+ (35) (309)
Settlement of customer claims / litigations (38)° (1)
Impairment on property, plant and equipment and other assets (2) 0
Loss from disposal of property, plant and equipment and other assets (4) 9)
Loss from disposal of businesses® (3) 0
Sundry expense (17) (17)
Total (99) (336)

" Income related to transitional services with Specialty Ingredients business (that was sold effective on 1July 2021)

2 Reversal of impairment on property, plant and equipment in 2021 primarily related to Corporate assets in Guangzhou (CN)

3 In 2022, gain/loss related the divestiture of several businesses in Bioscience and Small Molecule. In 2021, gain is related to the Softgel
Liquid-filled hard capsule divested business

4 Increase in both years predominantly related to environmental remediation provisions (see note 12)

5 Litigation related to a Lonza legacy site / business
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Note 19

Net Financial Result

191
Interest and Other Financial Income

million CHF 2022 2021
Interest income 6 3
Gains on investments measured at fair value through profit or loss 3 30
Total 9 33

19.2

Interest and Other Financial Expenses
million CHF Notes 2022 2021
Interest expenses on debt and bonds (43) (38)
Interest expenses on IFRS 16 lease liabilities 5.2 (11) (12)
Amortization of debt fees and discounts 6) (5)
Net interest expenses on financial assets (3) (10)
Interest related to financial derivative instruments (4) (13)
Unfavorable impact from fair value adjustment on contingent purchase price consideration 27.6 (5) 0
Losses on investments measured at fair value through profit or loss (7) (3)
Foreign exchange rate differences, including impact from currency-related financial derivative instruments (15) (7)
Interest expenses on IAS 19 employee benefit liabilities 0 (1)
Other interest expenses (2) (3)
Other financial expenses (8) (4)
Total (104) (96)
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Note 20

Taxes

201
Income Taxes

Lonza Group Ltd is domiciled in Basel, Switzerland. The income
tax rate in the Canton of Basel-Stadt is 13% (2021: 13%).

As the Group operates across the world, it is subject to income
taxes in several different tax jurisdictions. Lonza applies the
ordinary tax rate of its top holding company (Lonza Group Ltd) in

the Canton of Basel-Stadt in Switzerland as the Group’s tax rate.

The Group's effective tax rate for 2022 is 16% (2021:11%).

Major Components of Tax Expenses

million CHF 2022 2021
Current taxes (211) (126)
Deferred tax expense relating to the origination and reversal of temporary differences (41) 42
Deferred tax income resulting from tax rate changes 22 1
Total (230) (83)
Reconciliation of Tax Expenses

million CHF 2022 2021
Profit before income taxes 1,448 760
Tax at the group rate (2022: 13%/2021: 13%) 188 99
Deviation from average group tax rate 42 17
Non-deductible expenses 9 10
Tax-free earnings (32) (33)
Deferred tax effect from tax rate changes (22) (1)
Changes in prior year estimates (including valuation allowances) 25 (21)
Withholding taxes 6 5
Effect of non-recognition of deferred tax assets 14 8
Other 0 (1)
Total 230 83
Current tax expenses (charged) / credited directly to equity 5 2
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The components of deferred income tax balances are included
in the following captions in the consolidated balance sheet:

Components of Deferred Income Tax Balances

2022 2021
million CHF Assets Liabilities Assets Liabilities
Current provisions 22 25 18 31
Non-current provisions / Employee benefit liabilities 89 34 96 31
Intangible assets 0 477 0 522
Inventories, net 57 29 30 32
Property, plant and equipment 14 190 11 153
Other assets 0 2 2 2
Tax loss carry-forwards and tax credits 36 0 93 0
Netting of deferred tax assets and deferred tax liabilities (201) (201) (232) (232)
Total 17 556 18 540

The development of deferred tax (expenses) / income can be explained as follows:

million CHF 2022 2021
Deferred tax assets 17 18
Deferred tax liabilities (556) (540)
Net deferred tax liability, at 31 December (539) (522)
Less deferred tax liabilities net, at 1 January 522 557
(Increase) in deferred tax liabilities, net (17) 35
Currency translation differences (15) (11)
Disposal of subsidiaries 0 (8)
Movements of deferred (tax assets) / liabilities recognized in other comprehensive income 8 30
Movements of deferred (tax assets) / liabilities recognized in equity 5 (1)
Reclassification to assets / liabilities held for sale 0 (2)
(Expense) / income recognized in income statement (19) 43
Unrecognized Tax Losses: Expiry

million CHF 2022 2021
Within 1 year 1 0
Between 2 to 5 years 84 89
After 5 years 0 1
Unlimited 97 84
Total 182 174
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In addition to the unrecognized tax losses shown in the table
above, the Group has additional unrecognized tax losses for
US state tax purposes in the amount of CHF 276 million at 31
December 2022 (2021: CHF 328 million). These losses expire in
more than 5 years.

In assessing whether it is probable that future taxable profit will
be available to utilize these tax loss carry-forwards, management
considers whether such benefits are recoverable on the basis of
the current situation of the company and the future economic
benefits outlined in specific business plans for each relevant
subsidiary.

Financial Statements

Deferred tax liabilities have not been established for withholding
and other taxes that would be payable on the remittance of
earnings of foreign subsidiaries, where such amounts are currently
regarded as permanently reinvested. The total unremitted
earnings of the Group that would be subject to withholding
tax or other taxes upon remittance, but which are regarded as
permanently reinvested, were CHF 584 million at 31 December
2022 (2021: CHF 324 million).

20.2

Disclosure of Tax Effects on Each Component of Other Comprehensive Income

2022 2021

Before-tax Tax (expense) Net-of-tax Before-tax Tax (expense) Net-of-tax

million CHF amount benefit amount amount benefit amount
Exchange differences on translating foreign operations (197) 0 (197) 128 (3) 120
Cash flow hedges 23 (3) 20 19 (3) 16
Remeasurement of defined-benefit liability 49 (8) 41 247 (45) 202
Other comprehensive income (125) (11) (136) 389 (51) 338

Note 21

Research & Development Costs

Research & development (R&D) costs include all primary costs
directly related to this function, as well as internal services and
imputed depreciation. These costs are incurred for:

Development of new products and services

Improvement of existing products and services
Development of new production processes

Improvement of existing production processes

Cost for patents

Purchase price for product and process know-how to the
extent not capitalized

The R&D costs amounted to CHF 194 million (2021: CHF 181
million for continuing operations) and represent the full range
of R&D activity. However, the consolidated income statement
discloses lower levels of research & development costs, as the
remainder of such costs are absorbed in cost of goods sold for
R&D products and services sold.

Note 22

Employee Benefit Liabilities

The tables below reconcile the Group’s employee benefit
liabilities in the consolidated balance sheet as well as the related
remeasurement in the statement of other comprehensive income:

million CHF Notes 2022 2021
Defined benefit pension plans 221 29 96
Non-current vacation accrual (Swiss entities) 0 1
Total 29 97

m



Annual Report 2022

221
Defined-Benefit Pension Plans

The Group operates defined benefit pension plans in various
countries, with the major plans being in Switzerland and Great
Britain (as described below). For pension accounting purposes,
these plans are considered as defined benefit plans.

Pension Plan in Switzerland

The Group’s Swiss pension plan is governed by the Swiss Federal
Law on Occupational Retirement, Survivors and Disability Pension
Plans (BVG), and is funded through a legally separate trustee-
administered pension fund (Pensionskasse der Lonza). The
Board of Trustees is responsible for the investment of the assets,
which cannot revert to the Company. The cash funding of these
plans, which may from time to time involve special payments,
is designed to ensure that present and future contributions
should be sufficient to meet future liabilities.

The plan contains a cash balance benefit formula, accounted for
as a defined-benefit plan. Employer and employee contributions
are defined in the pension fund rules in terms of an age-related
sliding scale of percentages of pay. Under Swiss law, the company
guarantees the vested benefit amount as confirmed annually
to members. Interest may be added to member balances at
the discretion of the Board of Trustees. The risks linked to
retirement benefits (disability and death) have been reinsured
until 31 December 2025. The investment risk is not reinsured.

12

Retirement benefits are based on the accumulated retirement
capital (made up of yearly contributions and the interest thereon),
which can either be drawn as a life-long annuity or as a lump-sum
payment or a combination of both. The Board of Trustees may
adjust the annuity at its discretion subject to the plan’s funded
status including sufficient free funds as determined according to
Swiss statutory valuation rules. Retirement benefits and related
plan assets of plan participants with a retirement date on or
before 31 December 2007 were transferred to an insurance
company. The insurance company guarantees these retirement
benefits and bears the investment, death and disability risks.

In 2022 the Board of Trustees decided to implement various
amendments to the plan regulations, which include a reduction
of the conversion rate, a revision of the definition of the insured
salaries as well as changes to the split of contributions between
employer and employees and a change in risk benefits. Similarly,
a salary cap of CHF 235200 will be introduced in the base plan
as of 1January 2023. Salary components which exceed this
threshold will be insured in the supplementary plan, which is
structured as an insurance solution with a 3rd party insurance
provider. Plan participants can choose between a one-time
lump-sum payment or an annuity pension at retirement age.

Pension Plan in the UK

The Group operates one major plan in the UK which is closed to
new entrants and future accruals. The scheme is registered under
UK legislation, is contracted out of the State Second Pension
and is subject to the scheme funding requirements outlined
in UK legislation. The plan is managed by a Corporate Trustee,
which is legally separate from the sponsoring employer of the
plan. The Trustee Directors are comprised of representatives
appointed by both the employer and employees and include
an independent professional Trustee Director. The Trustee
Directors act in the interest of the relevant beneficiaries and
oversee investment strategy and administration of the benefits
and general regulatory compliance.
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The movement in the net defined liability over 2021 - 2022 is as follows:

2022 2021
Defined  Fair value of Impact of  Net defined Defined Fair value of  Net defined
benefit plan assets asset ceiling benefit benefit plan assets benefit
obligation liability obligation liability
At 1 January 2,265 (2,171) o 94 2,218 (1,940) 278
Included in profit or loss
Current service cost 56 0 56 52 0 52
Past service cost 9) 0 9) 0 0
Interest expense / (income) 24 (24) 0 7 (6) 1
Included in other comprehensive income
Actuarial loss / (gain) arising from:
- Demographic assumptions (1) 0 (42) 0
- Financial assumptions (464) 0 (80) 0
- Experience adjustment 39 0 123 0
Return on plan assets excluding interest income 0 358 0 (170)
Change in asset ceiling 0 0 19 0 0
Remeasurements loss / (gain) (426) 358 19 (49) 1 (170) (169)
Effect of movements in exchange rates (18) 17 0 (1) 3 2) 1
Other
Contributions paid:
- Employers 0 (64) (64) 0 (66) (66)
- Plan participants 38 (38) 0 29 (29) 0
Benefits paid (26) 26 0 (42) 42 0
Divestiture of subsidiaries 0 0 0 0 (3) 0 (3)
At 31 December 1,904 (1,896) 19 27 2,265 (2,171) 94
- Thereof present value of funded defined-benefit obligation 1,896 2,255
- Thereof present value of unfunded defined-benefit obligation 8 10

The defined-benefit pension plans are reported as follows in the consolidated balance sheet:

million CHF 2022 2021
Defined benefit pension plan asset 2 2
Defined benefit pension plan liability (29) (96)

As a result of plan amendments of the Swiss plan in 2022 The Group expects to pay CHF 69 million in contributions to
(primarily reduction of the conversion rate and changes to  defined-benefit pension plans in 2023.

funding of the scheme), the Group recognized a past service

credit of CHF 9 million.
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The defined benefit obligation and plan assets are disaggregated by country as follows:

2022 2021
million CHF CH UK Rest of Total CH UK Rest of Total
the world the world
Present value of defined-benefit obligation 1,733 103 68 1,904 1,973 217 75 2,265
Fair value of plan assets (1,751) (98) (47) (1,896) (1,917) (213) (41) (2,171)
Impact of asset ceiling 19 0 0 19 0 0 0 0
Total net defined-benefit liability 1 5 21 27 56 4 34 94
The significant actuarial assumptions at the reporting date (expressed as weighted averages) were as follows:
in% 2022 2021
CH UK CH UK
Discount rate 2.28 5.05 0.35 1.95
Future salary increases 1.25 n.a. 1.25 n.a.
Future pension increases n.a. 3.35 n.a. 3.40
Assumptions regarding future mortality are based on actuarial
advice in accordance with published statistics and experience
in each territory'. These assumptions translate into an average
life expectancy in years for a pensioner retiring at age 65:
in years 2022 2021
CH UK CH UK
Retiring at the end of the reporting period
- Male 219 23.1 21.8 23.1
- Female 235 24.5 235 247
Retiring 20 years after the end of the reporting period
- Male 235 244 234 244
- Female 251 259 25.0 26.1
' For the Pension Plan in Switzerland BVG 2020 (2020: BVG 2015) mortality tables were applied.
The sensitivity of the defined-benefit obligation to changes in the relevant actuarial assumptions is:
Change in 3112.2022 3112.2021
assumption
effect in million CHF Increase Decrease Increase Decrease
Discount rate 0.25% (56) 60 (84) 90
Future salary increases 0.25% 5 (5) 9 9)
Life expectancy 1 year 60 (62) 92 (94)
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The above sensitivity analyses are based on a change in an
assumption while keeping all other assumptions constant.
In practice, this is unlikely to occur, and changes in some of
the assumptions may be correlated. When calculating the
sensitivity of the defined-benefit obligation to significant
actuarial assumptions the same method (present value of the
defined-benefit obligation calculated with the projected unit

Financial Statements

credit method at the end of the reporting period) has been
applied as when calculating the pension liability recognized
within the balance sheet.

The methods and types of assumptions used in preparing the
sensitivity analyses did not change compared with the previous
period.

At 31 December the weighted average duration of the defined- benefit obligation for the major plans as well as the Group in total is:

in years 2022 2021
Group 12.4 15.2
CH 12.2 14.4
UK 17.7 24.2
Plan assets comprise:
million CHF 2022 2021
Quoted Unquoted Total % Quoted Unquoted Total %
Equity instruments 417 0 417 22 591 0 501 27
Debt instruments
- Investment-grade (AAA to BBB) 713 0 713 769 0 769
- Non-investment-grade (below BBB) 18 0 18 43 0 43
731 0 731 39 812 0 812 37
Real-estate 167 104 271 14 151 102 253 12
Cash and cash equivalents 39 0 39 2 55) 0 55 i3
Other 438 0 438 23 456 4 460 21
Total plan assets 1,792 104 1,896 100 2,065 106 2,171 100
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Note 23

Share-Based Payments

Long-Term Incentive Plan (LTIP)

History and Participation

The LTIP is an equity-based plan introduced in 2006 for the
Executive Committee and senior managers.

Objective

The LTIP is designed to align the interests of participants with
those of Lonza’s shareholders and serves as a retention tool.
LTIP participants are eligible to receive Lonza shares at the
end of the vesting period, provided that certain challenging
performance conditions are met at the end of the three-year
performance period.

Equity Awards

Under the LTIP, participants are awarded the right to receive a
number of Lonza registered shares in the future. Depending on
the job grade of the participant, the target equity award grant
is between 10% and 150% of the annual base salary. The grant
is awarded at target and the payout level ranges from 0% and
200% of target. The CEO and Executive Committee members
have a target of 150% and 125% of base salary respectively with
payout levels also ranging from 0% and 200% of target.

For any pro-ration treatment, as outlined in the relevant Plan
Rules, the entire length of the three-year performance period
is utilized. The LTIP plan design and target setting is determined
at the beginning of the three-year performance period. For
2022 the plan design included minimum, target and stretch
(maximum) goals.

The 2022 LTIP budget value for the Executive Committee was
approved as submitted at the AGM 2022 and administered in
accordance with this approval. Vesting is dependent on the
achievement of the performance conditions and cannot exceed
the 200% of target equity awards granted (the maximum level
of award).

Restriction and Vesting

Participants only receive title and ownership of the shares
after the completion of the relevant three-year vesting period
and only if the performance metrics required for vesting are
partially or fully met.

Vesting Performance Metrics

For the 2022 LTIP the performance metrics were CORE earnings
per share (EPS) and return on invested capital (ROIC) with 50%
weight for each measure. With the payout value directly linked
to these key financial metrics, these two measures focus on
Lonza’s financial performance that will drive the valuation and
performance of Lonza. The overall value of the LTIP is ultimately
driven by the share price at the time of vesting, further linking
the LTIP to the interests of the shareholders.
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Overview of Vesting Conditions for LTIP

The Nomination and Compensation Committee (NCC) deems
these long-term performance measures appropriate to align
the interests of the Executive Committee with Lonza's financial
performance and in turn the interests of our Shareholders. The
respective performance targets at the threshold (50%), target
(100%) and maximum (200%) payout levels were recommended
by the NCC and approved by the Board of Directors in January
2022. These financial performance targets for the 2024 year end
are commercially sensitive at this time and will not be disclosed
publicly until after the awards have vested.

CORE EPS Approved at AGM 2022 (LTIP 2022)

The 2022 LTIP award threshold performance level was determined
to be a double digit percentage above the CORE EPS threshold
performance level for the 2021 LTIP award. The maximum
performance level was determined to be above the 2024 Mid-
Term Guidance and is a double-digit percentage figure above
threshold performance levels.

ROIC Approved at AGM 2022 (LTIP 2022)

This measure is a reflection of the effect of decisions taken by
Executive Committee members and senior management over
the course of the relevant LTIP performance period. The 2022
LTIP award threshold performance level was determined to be
aligned with the ROIC threshold performance level set for the
2021 LTIP award. The maximum performance level was determined
to be above the 2024 Mid-Term Guidance and is a double-digit
percentage figure above threshold performance levels.

Treatment of LTIP in Change of Control Situations

Under the LTIP rules, if a Change of Control occurs, all unvested
granted shares shall immediately vest and the granted price
shall be the price at which the shares are sold in the transaction
resulting in the Change of Control.

Actual Performance and Payout for the LTIP 2020
Performance under the LTIP 2020 exceeded target performance
levels for both CORE EPS and ROIC. This generated a 200% and
194% payout on each of these measures respectively. With a
50% weighting applied to the two performance measures,
the total 2020 LTIP payout equaled 197%. See page 194 from
Remuneration Report for full details on targets and target
achievements.



Lonza Restricted Share Unit Plan (LRSP)
Participation and Objective

The LRSP is an equity-based plan introduced in 2020. It was
created as a tool to primarily support retention cases. All
employees at and above a grade 10 in the organization are
eligible to be considered for an award. Executive Committee
members may receive awards via the Executive Committee
Appointments Policy only - see page 188 from the Remuneration
Report for full details.

Equity Awards

Under the LRSP, participants are awarded the right to receive
a number of Lonza registered shares in the future subject to
continued employment with Lonza. The equity award level depends
on the grade of the participant or the strategic importance
of the project that the participant is working on. A two to five
year vesting period will apply depending on the requirements.

Restriction and Vesting

Participants will only receive title and ownership of the shares
after a relevant vesting period has elapsed and subject to
sustained performance and continued employment over time.

Details of Long-Term Incentive Plans

Financial Statements

Lonza ShareMatch

Participation and Objective

ShareMatch is an employee share purchase plan introduced in
2022. It was created as a tool to support employees in eligible
locations and at a grade 15 and below to use their bonus to
purchase shares and become shareholders of the Company,
aligning their interests with those of the Company’s wider
shareholders and participating in the future success of the
Company.

Awards

Under the ShareMatch program, participants may voluntarily
participate and purchase shares with a discount applied and
subject to a blocking period. Purchased shares are eligible for
voting rights and dividends which are also paid as shares. After
the cessation of the blocking period and subject to continued
employment over time, as a reward for participating in the plan
the participant will receive one free share per purchased share.

Restriction and Vesting

The purchased shares will be held in a custody account for the
participant during a three-year blocking period. After the blocking
period has elapsed and subject to continued employment over
time, the participant will receive one free share per purchased
share and may freely transfer or dispose of the shares.

Grant Date Share Price Granted Fair Value at ~ Vesting Date

in CHF Equity Grant Date

Awards in CHF
LTIP 2019 01.02.2019 261.90 110,026 28,815,809 31.01.2022
LTIP 2020 01.02.2020 396.20 70,985 28,124,257 31.01.2023
LTIP 2021 29.01.2021 570.00 52,133 29,715,810 31.01.2024
LTIP 2022 31.01.2022 615.87 38,411 23,656,183 31.01.2025
LRSP 2020 02.11.2020 554.80 4,124 2,287,995 various
LRSP 2021 various various 4,523 2,974,916 various
LRSP 2022 various various 11,643 6,905,071 various
Share Match 2022 06.04.2022 672.20 12,461.441 8,376,581 06.04.2025

In 2022, 19 new LRSP awards were issued, for a total of 11,643 shares and an aggregated fair value at grant date of CHF
6,905,071. Vesting period of those plans is between 2 and 4 years.

In 2022, the Share Match plan was issued, for a total of 12,461.441 shares and an aggregated fair value at grant date of CHF

8,376,581. Vesting period of the plan is 3 years.
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Vesting Conditions at Grant Date

Market Price Granted Fair Value Expected EPS / Probability Volatility Total  Total Cost at

in CHF Equity of Equity RONOA / ROIC Minimum Employees Probability ~ Grant Date in

Awards Awards  at Grant Date Targets CHF

LTIP 2019 ROIC 261.90 55,013 261.90 115% 100% 10% 90% 14,912,181

LTIP 2019 CORE EPS 261.90 55,013 261.90 115% 100% 10% 90% 14,912,181

LTIP 2020 ROIC 396.20 35,492 396.20 100% 100% 10% 90% 12,655,737

LTIP 2020 CORE EPS 396.20 35,493 396.20 100% 100% 10% 90% 12,655,916

LTIP 2021 ROIC 570.00 25,932 570.00 100% 100% 10% 90% 13,303,116

LTIP 2021 CORE EPS 570.00 25,931 570.00 100% 100% 10% 90% 13,302,603

LTIP 2022 ROIC 615.87 19,206 615.87 100% 100% 10% 90% 10,645,559

LTIP 2022 CORE EPS 615.87 19,205 615.87 100% 100% 10% 90% 10,645,005
Development within 2022 of the LTIP

Equity awards Equity awards Equity awards Vested equity Equity awards

outstanding granted forfeited awards outstanding

01.01.2022 during 2022 during 2022 during 2022 3112.2022

LTIP 2019 88,889 0 (345) (88,544) 0

LTIP 2020 54,473 0 (4,391) (11) 50,071

LTIP 2021 41,591 0 (5,125) 0 36,466

LTIP 2022 0 38,411 (3,762) 0 34,649

Total equity awards 184,953 38,411 (13,623) (88,555) 121,186

The vested equity awards during 2022 of (11) are related to a deceased plan participant.

Development within 2021 of the LTIP

Equity awards Equity awards

Equity awards

Vested equity

Equity awards

outstanding granted forfeited awards outstanding

01.01.2021 during 2021 during 2021 during 2021 3112.2021

LTIP 2018 92,738 0 (2,877) (89,861) 0
LTIP 2019 98,267 0 (9,378) 0 88,889
LTIP 2020 64,628 0 (10,155) 0 54,473
LTIP 2021 0 51,863 (3,084) (7,188) 41,591
Total equity awards 255,633 51,863 (25,494) (97,049) 184,953

The vested equity awards during 2021 of (7,188) are related to plan participants of the divested Lonza Specialty Ingredients
business. According to the LTIP 2021 plan rules, sections 6 (e) and 15, the awards vested and got cash-settled in July 2021

upon closing of the transaction.
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Equity awards Equity awards Equity awards Vested equity Equity awards

outstanding granted forfeited awards outstanding

01.01.2022 during 2022 during 2022 during 2022 3112.2022

LRSP during 2020 4,124 0 0 (2,062) 2,062
LRSP during 2021 4,738 0 (396) 0 4,342
LRSP during 2022 0 11,643 (646) 0 10,997
Total equity awards 8,862 11,643 (1,042) (2,062) 17,401

At 31 December 2022, 29 active LRSP awards do exist. The vested equity awards during 2022 are related to award 1.

Development within 2021 of the LRSP

Equity awards Equity awards Equity awards Vested equity Equity awards

outstanding granted forfeited awards outstanding

01.01.2021 during 2021 during 2021 during 2021 3112.2021

LRSP during 2020 4,124 0 0 0 4,124
LRSP during 2021 0 4,738 0 0 4,738
Total equity awards 4,124 4,738 0 0 8,862

At 31 December 2021, 11 active LRSP awards do exist.

The fair value at grant date of the equity awards granted in
2022 for the LTIP was CHF 615.87 (2021: CHF 570.00). The fair
value at grant date for the LRSP awards was between CHF
492.23 and CHF 625.27 depending on the grant date of the
award. The fair value at purchase date under the ShareMatch
plan was CHF 672.20.

The costs were calculated using the market price at grant date,
including probabilities as per conditions of vesting. The amounts
for equity awards are expensed on a straight-line basis over the
vesting period, based on estimates of equity awards that will
eventually vest. The discount applied on the purchase of shares
under the ShareMatch program was expensed immediately.

Compensation of the Board of Directors

Objective and Market Benchmarking

In accordance with their respective duties and responsibilities,
compensation levels for the Board of Directors are set at the
median of the benchmarking peer group. The benchmarking
peer group consists of Swiss companies of various sectors that
are comparable in type of business, complexity of operations,
size and global presence to Lonza. The Board of Directors
regularly review the compensation of its members, including
the Chairperson, based on a proposal by the Nominations and
Compensation Committee and on advice from an independent
advisor, including relevant benchmarking information.

Structure and Level of Compensation

The Chairperson of the Board of Directors and its Members
receive their compensation as 50% in Lonza Group Ltd shares
and 50% in cash. This was paid in quarterly installments during
the 2022 financial year.

The number of shares granted for Board of Directors’ compensation
is based on the average closing share price of the last five
business days of each quarter. Share restrictions lapse after
three years from the grant date. Shares are eligible for a dividend.
This structure of Board of Directors’ compensation is closely
aligned with our Shareholders’ interests. The members of the
Board of Directors do not receive variable compensation. The
members of the Board of Directors are reimbursed for travel
and other related expenses associated with their responsibilities
as members of the Board of Directors of Lonza.

The position and associated compensation of the Chairman

of the Board of Directors and its members was approved by
shareholders at the 2022 Annual General Meeting (AGM).
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Compensation Components

For the period from the AGM 2022 to the AGM 2023, the members
of the Board of Directors receive fixed gross compensation for
Board of Directors’ membership and additional compensation for
Committee Chairperson and committee members as described
in the table below.

Board of Directors
Compensation Board of Directors Annual General Meeting (AGM) 2022 to 2023 (excluding social security contributions)

In CHF Base annual fee Committee membership Committee Chairman fee
fee per committee

Chair of the Board of Directors* 750,000 - -

Member of the Board of Directors 2 200,000 40,000 80,000

The additional responsibilities of Vice-Chairperson and Lead Independent Director® do not
attract any additional fees

Form of payout 50% in Lonza Group shares and 50% in cash. This is paid in quarterly installments during the 2022
financial year

The compensation of the Chair of the Board of Directors includes compensation as a member of the Innovation and Technology Committee of the Board of Directors

The compensation for a Committee Chairperson amounts to CHF 280,000 where chairing one committee. In the case of multiple committee memberships each attracts a
separate fee

The roles and responsibilities of such Lead Independent Director are in line with sect. 18 para. 2 of the Swiss Code of Best Practice for Corporate Governance, requiring adequate
control mechanisms, and commensurate to such position

~

o

Development of the Compensation for Board of Directors 2022

Grant Date Total Number of Shares Share Price in CHF Fair Values of $hgﬁs Cash'in CHF Total in CHF Blocked Until
in

31.03.2022 448 665.40 298,099 300,000 598,099 31.03.2025

30.06.2022 639 510.16 325,992 328,750 654,742 30.06.2025

30.09.2022 705 462.44 326,020 328,750 654,770 30.09.2025

31.12.2022 715 455.16 325,439 328,750 654,189 31.12.2025

Total 2,507 508.80 1,275,551 1,286,250 2,561,801

1 Excluding social security and withholding tax

An amount of CHF 2,561,801 was recognized as an expense in the year 2022.

Development of the Compensation for Board of Directors 2021

Grant Date Total Number of Shares Share Price in CHF Fair Values of $hg|':; Cash'in CHF Total in CHF Blocked Until
in

31.03.2021 551 539.44 297,231 300,000 597,231 31.03.2024

30.06.2021 449 662.24 297,346 299,940 597,286 30.06.2024

30.09.2021 420 711.24 298,721 300,000 598,721 30.09.2024

31.12.2021 392 759.24 297,622 300,000 597,622 31.12.2024

Total 1,812 657.24 1,190,920 1,199,940 2,390,860

1 Excluding social security and withholding tax

The amount of CHF 2,390,860 was recognized as an expense in the year 2021.
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Grant Date Total Number of Shares Share Price in CHF Fair Values of Shares Cash'in CHF Total in CHF Blocked Until
in CHF

31.03.2020 839 390.30 327,462 330,000 657,462 31.03.2023

30.06.2020 600 496.92 298,152 300,000 598,152 30.06.2023

30.09.2020 523 568.12 297,127 300,000 597,127 30.09.2023

31.12.2020 530 564.04 298,941 300,000 598,941 31.12.2023

Total 2,492 490.24 1,221,682 1,230,000 2,451,682

1 Excluding social security and withholding tax

The amount of CHF 2,451,682 was recognized as an expense in the year 2020.

Development of Compensation for Board of Directors in 2019

Grant Date Total Number of Shares Share Price in CHF Fair Values of Shares Cash'in CHF Total in CHF Blocked Until
in CHF

31.03.2019 1,203 297.34 357,700 360,000 717,700 31.03.2022

30.06.2019 1,005 326.56 328,193 330,000 658,193 30.06.2022

30.09.2019 970 338.44 328,287 330,000 658,287 30.09.2022

31.12.2019 926 353.68 327,508 330,000 657,508 31.12.2022

Total 4,104 326.92 1,341,688 1,350,000 2,691,688

' Excluding social security and withholding tax

The amount of CHF 2,691,688 was recognized as an expense in the year 2019.

Recognition in the Consolidated Financial
Statements

All of the equity-settled share-based payments had an impact on
the 2022 "Profit before income taxes" amounting to an expense
of CHF 32 million (2021: CHF 45 million).
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Note 24

Changes in Shares and Share Capital Movements

Effect in million CHF 3112.2022 Change 3112.2021 Change 3112.2020
in year in year

Total number of shares 74,468,752 (2] 74,468,752 0 74,468,752
Treasury shares

Free shares (187,126) 92,497 (279,623) (93,943) (185,680)
Total treasury shares (187,126) 92,497 (279,623) (93,943) (185,680)
Total shares ranking for dividend at 31 December 74,281,626 92,497 74,189,129 (93,943) 74,283,072
Share capital movements

Share Capital in CHF 74,468,752 (o] 74,468,752 (V] 74,468,752

The share capital on 31 December 2022 comprised 74,468,752
registered shares (2021: 74,468,752) with a par value of CHF 1
each, amounting to CHF 74,468,752 (2021: CHF 74,468,752).

Contingent Capital The share capital of Lonza Group Ltd may
be increased through the issuance of a maximum of 7,500,000
fully paid in registered shares with a par value CHF 1each up to
a maximum aggregate amount of CHF 7,500,000.

Authorized Capital The Board of Directors shall be authorized
to increase, at any time until 6 May 2023, the share capital of
the Lonza Group Ltd through the issuance of a maximum of
7,500,000 fully paid in registered shares with a par value of CHF
1each up to a maximum aggregate amount of CHF 7,500,000.
The capital increases in the form of contingent capital and
authorized capital may increase the share capital of Lonza
Group Ltd by a maximum aggregate amount of CHF 7,500,000.
The details and conditions are set out in Articles 4° to 4avater of
the Company’s Articles of Association.

At 31 December 2022, Lonza Group Ltd had a fully paid in
registered capital of CHF 74,468,752 and a contingent capital
of CHF 7,500,000.

Reserves in the amount of CHF 37,234,376 (2021: CHF 37,234,376)
included in the financial statements of the parent company
cannot be distributed.

Dividend On 5 May 2022, at the Annual General Meeting,
shareholders approved the distribution of a dividend of CHF
3.00 per share in respect of the 2021 financial year (financial
year 2020: CHF 3.00). The dividend distribution totaled CHF
223 million (2021: CHF 223 million), equally recorded against
the retained earnings (CHF 112 million) and the reserves from
capital contribution of Lonza Group Ltd (CHF 111 million). A
dividend payment per share of CHF 3.50 is proposed by the
Board of Directors to be made after the 31 December 2022
balance sheet date, subject to approval by the shareholders
at the Annual General Meeting on 5 May 2023.

Note 25

Earnings Per Share

2022 2021

Weighted average number of outstanding shares (basic)

Weighted average number of outstanding shares 74,229,594 74,255,891
Weighted average number of outstanding shares (diluted)

Weighted average number of outstanding shares 74,229,594 74,255,891
- Adjustments for dilutive share units and shares 127,742 234,215
Weighted average number of shares for diluted earnings per share 74,357,336 74,490,106
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million CHF 2022 2021
Continuing Discontinued Total Continuing Discontinued Total
operations operations operations operations

Profit for the period (equity holders of the parent) 1215 0 1215 674 2270 2944

Basic earnings per share in CHF 16.37 000 16.37 9.08 30.57 39.65

Diluted earnings per share in CHF 16.34 0.00 1634 905 3047 39.52

Dividends paid for the period* 223 223

Dividends per share for the period in CHF 3.00 3.00

Dividends declared after the balance sheet date 260 223

Dividends per share declared after the balance sheet date in CHF 3.50 3.00

' Excluding dividends of CHF 5 million (2021: CHF 2 million) paid to minority shareholders of a subsidiary

Note 26

Related Parties

Identity of Related Parties

The Group has a related-party relationship with associates, joint
ventures (see note 7 and 32), pension and other post-retirement
plans (see note 22) as well as with the Board of Directors and
the members of the Executive Committee

Transactions with Key Management Personnel
Board of Directors

In 2022 payments to acting members of the Board of Directors
of Lonza Group Ltd totaled CHF 2.683 million' (2021: CHF 2.517
million"), of which 47.5% (2021: 47.3%) was received in the form
of shares. The Director fees are paid 50% in cash and 50% in
shares; the value of the employer’s social security contributions
is added to the cash payments. The value of the share-based
fees is determined based on the average closing share price of
the last five business days of each quarter. Shares are restricted
for a period of three years from each award date and are eligible
for a dividend from date of award.

Members of the Board of Directors and their immediate relatives
control in 2022 23,077 (2021: 48,159) or <0.1% (2021: 01%) of the
voting shares of Lonza Group Ltd. None of the Directors owns
shares in the Group's subsidiaries or associates.

Executive Committee Compensation

The acting members of the Executive Committee received, for
their contributions and time served in 2022, CHF 8.464 million'?
(2021: CHF 8.856 million™?) in cash and additional benefits.
Share based compensation includes 8,800 LTIP shares and
1,903 LRSP (Lonza Restricted Share Unit Plan) shares granted
(2021: 8,713 LTIP shares and 2,305 LRSP shares) and the value
of share based Bonus payments, equivalent to a total value of
CHF 0.777 million (2021: CHF 1,585 million). In 2022 termination
benefits were paid out to departing members of the Executive
Committee in accordance with the employment agreements
and plan rules equal to CHF 0.784 million (CHF 0.418 million in
cash and in shares equivalent to a value of CHF 0.366 million).
In 2021 termination benefits were paid out to the departing
and former members of the Executive Committee according
to their employment agreements equal to CHF 0.357 million
(CHF 0.169 million in cash and in shares equivalent to a value
of CHF 0.188 million).

The compensation for the Board of Directors and the Executive
Committee (termination benefits included) was as follows:

Million CHF 2022 2021
Short-term benefits* 7.759 8.092
Post-employment benefits and other benefits? 2.112 2.090
Share-based payments® 8.493 9.442
Other compensation* 0.984 0.357
Total 19.348 19.981

Including short-term incentive payout in March of the following year
Including employer contribution for social security and pension funds

w N

Share based bonus and LTIP awards. Also, in line with the Executive Committee Appointments Policy, awards have been made to Executive Committee members in 2022 under

the Lonza Restricted Share Unit Plan (LRSP), to compensate for equity awards which were forfeited when leaving the previous employer. The awards were made in accordance
with Article 23 (Supplementary Amount in the Event of Changes in the Executive Committee) of Lonza’s Articles of Association. The awards will vest after two and three-year
periods, subject to continued employment, sustained performance and clawback, under the Clawback Policy

IS

Cash payment (including base salary, other benefits, short-term incentive and social security) and shares (LTIP) received by departed members of the Executive Committee

during 2022 and 2021 as well as a cash payment to an Executive Committee member in lieu of forfeited annual bonus at their previous employer
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Note 27

Financial Risk Management

271
Overall Risk Management Policy

Lonza is exposed in particular to credit and liquidity risk, as well
as to risks from movements in foreign currency exchange rates,
interest rates and market prices that affect its assets, liabilities,
and forecasted transactions.

Lonza's overall risk management policy aims to limit these risks
through operational and finance activities.

The Board of Directors has overall responsibility for the
establishment and oversight of Lonza's risk management
framework. Financial risk management is carried out by a
central treasury department (Group Treasury). Group Treasury is
responsible for implementing the policy, and identifies, evaluates
and hedges financial risks in close cooperation with Lonza’s
business units. Group Treasury also has the sole responsibility
for carrying out foreign exchange transactions and executing
financial derivative transactions with third parties.

Lonza’s risk management policies are established to identify and
analyze the risks faced by Lonza, to set appropriate risk limits
and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to
reflect changes in market conditions and Lonza’s activities. The
Lonza Audit Committee oversees how management monitors
compliance with Lonza's risk management policies and procedures
and reviews the adequacy of the risk management framework in
relation to the risks faced by Lonza. The Lonza Audit Committee
is assisted in its oversight role by Internal Audit (Lonza Audit
Services). Internal Audit undertakes both regular and ad hoc
reviews of risk management controls and procedures, the results
of which are reported to the Audit Committee.

27.2
Credit Risk

Credit risk is the risk of financial loss to Lonza if a customer or
counterparty to a financial instrument fails to meet its contractual
obligations, and mainly arises from Lonza’s receivables from
customers.

Accounts Receivables

Lonza's exposure to credit risk is influenced mainly by the individual
characteristics of each customer. Risk control assesses the
credit quality of the customer, taking into account its financial
position, past experience and other factors. In monitoring
customer credit risk, customers are grouped according to their
credit characteristics, including geographic location, industry,
and existence of previous financial difficulties.
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Purchase limits are established for each customer, which
are reviewed regularly. For customers domiciled in specific
countries with high risk, Lonza has credit risk insurance covering
the maximum exposure. The maximum credit risk is equal
to the carrying amount of the respective assets. There are
no commitments that could increase this exposure to more
than the carrying amounts. In general, Lonza does not require
collateral in respect of trade and other receivables, but uses
credit insurance for country risk where appropriate.

Lonza has a history of low credit losses on accounts receivable.
Credit losses that occurred in the past were primarily related
to very few single customers. Furthermore, none of Lonza'’s
businesses had a heightened exposure to credit losses in the
past and based on Lonza’s best estimate this is not expected
to change in the foreseeable future.

Consequently, the bad debt allowance (see note 9) represents
primarily the credit risk of specific customers.



Aging of Trade Receivables’
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million CHF 2022 2021
Not past due 965 819
Past due 1-30 days 108 57
Past due 31-120 days 75 40
Past due more than 120 days 44 24
Total 1,192 940

T Excluding allowances for credit losses (see note 9)

Financial Instruments and Cash Deposits
Financial Instruments and Cash Deposits Credit risk from
balances with banks and financial institutions is managed by
the Group’s treasury department. Counterparty credit ratings
are reviewed regularly. The carrying amount of financial assets
represents the maximum credit exposure.

The maximum exposure to credit risk at the reporting date
was as follows:

million CHF Notes 2022 2021
Trade receivables, net 9 1,164 928
Other receivables 10 112 81
Accrued income 2 188 127
Non-current loans and advances 194 177
Short-term investments at amortized costs 13 650 1,357
Cash and cash equivalents 11 1,339 1,582
Total financial assets at amortized cost 3,647 4,252
Financial assets at fair value

Derivative financial instruments 275 98 41
Short-term investments at fair value through profit or loss 13 235 245
Total financial assets at fair value 335 286
Total financial assets 3,982 4,538

27.3
Liquidity Risk

Liquidity risk is the risk that Lonza will not be able to meet its financial
obligations as they fall due. Lonza's approach to managing liquidity
is to ensure that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions,
without incurring unacceptable losses or risking damage to Lonza's
reputation. Group Treasury maintains flexibility in funding also
using bilateral and syndicated credit lines. Lonza has concluded
the following lines of credit: Committed credit lines of CHF 1,000
million (CHF O million used as of 31 December 2022), which are
committed for up to five years and uncommitted credit lines of
CHF 139.9 million (CHF O used as of 31 December 2022).

The table below analyses the Group’'s financial liabilities and derivative
financial liabilities in relevant maturity groupings, based on the
remaining period at the balance sheet date to the contractual
maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows, including interest payments. Balances
due within 12 months are equal to their carrying balances, as the
impact of discounting is not significant.
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Year ended
31 December 2022

Carrying  Contractual Between O Between Between 1 Between 2 Between 3 Over 5 years

amount  cash flows' and 6 months 7and12 and2years and3years and5 years
million CHF months
Straight bond (2015-2023) 175 177 0 177 0 0 0 0
Straight bond (2017-2024) 110 112 0 1 111 0 0 0
Straight bond (2020-2023) 300 303 303 0 0 0 0 0
Straight bond (2020-2026) 150 155 0 1 1 1 152 0
Euro bond (2020-2027) 489 537 8 0 8 8 (LS 0
German Private Placement 231 236 1 188 47 0 0 0
Term loan 644 742 16 16 32 487 191 0
Other debt due to others 133 204 17 2 5 5] 34 141
Total debt 2,232 2,466 345 385 204 501 890 141
Other non-current liabilities 328 415 0 0 66 5] 66 248
- of which lease liabilities 301 388 0 0 39 55) 66 248
Other current liabilities 792 801 779 22 0 0 0 0
- of which lease liabilities 54 63 41 22 0 0 0 0
Trade payables 477 477 477 0 0 0 0 0
Derivative financial instruments 63 63 46 12 5 0 0 0
Contingent consideration 26 30 0 0 0 12 5 15
Total financial liabilities 3,918 4,252 1,647 419 275 548 959 404
" Including interest payments
Year ended
31 December 2021

Carrying  Contractual Between O Between Between 1 Between 2 Between 3 Over 5 years

amount  cash flows' and 6 months 7and12 and2years and3years andb5 years
million CHF months
Straight bond (2012-2022) 105 108 0 108 0 0 0 0
Straight bond (2015-2023) 175 179 0 2 177 0 0 0
Straight bond (2020-2023) 299 305 3 0 302 0 0 0
Straight bond (2017-2024) 110 113 0 1 111 0 0
Straight bond (2020-2026) 150 155 0 1 1 1 152 0
Euro bond (2020-2027) 512 561 8 0 8 8 17 520
German Private Placement 240 246 1 2 196 47 0 0
Term loan 635 677 6 6 13 467 185 0
Other debt due to others 177 210 62 1 2 2 24 119
Total debt 2,403 2,554 80 121 700 636 378 639
Other non-current liabilities 312 378 0 0 72 32 58 216
- of which lease liabilities 296 362 0 0 56 32 58 216
Other current liabilities 572 581 562 19 0 0 0 0
- of which lease liabilities 50 59 40 19 0 0 0 0
Trade payables 483 483 483 0 0 0 0 0
Derivative financial instruments 49 49 46 12 4 0 0 0
Contingent consideration 27 & 4 0 6 18 0 5
Total financial liabilities 3,846 4,078 1,175 152 782 686 436 860

" Including interest payments
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Market Risk

Market risk is the risk that changes in market prices will affect
Lonza's income or the value of its holdings of financial instruments.
Lonza is exposed to market risk from changes in currency
exchange and interest rates. The objective of market risk
management is to manage and control market risk exposures
within acceptable parameters, while optimizing the return on risk.
Lonza has established a treasury policy of which the objective
is to reduce the volatility relating to these exposures. Lonza
enters into various derivative transactions based on Lonza’s
treasury policy that establishes guidelines in areas such as
counterparty exposure and hedging practices. Counterparties
to agreements are major international financial institutions with
at least investment grade rating. Positions are monitored using
techniques such as market value and sensitivity analyses. All
such transactions are carried out within the guidelines set by
the Audit Committee.

Foreign Exchange Risk

The Group operates across the world and is exposed to
movements in foreign currencies affecting the Group financial
result and the value of Group equity. Foreign exchange risk
arises because the amount of local currency paid or received
for transactions denominated in foreign currencies may vary
due to changes in exchange rates (“transaction exposures”) and
because the foreign currency denominated financial statements
of the Group’s foreign subsidiaries may vary upon consolidation
into the Swiss-franc-denominated Group Financial Statements
(“translation exposures”). Foreign exchange risks arise primarily
on transactions that are denominated in USD, EUR and GBP.

In managing its exposure regarding the fluctuation in foreign
currency exchange rates, Lonza has entered into a variety of
currency swaps and forward contracts. These agreements
generally include the exchange of one currency against another
currency at a future date. Lonza adopts a policy of considering
hedging for all the committed contractual exposure. The
planned exposure is hedged within certain ranges. Hedge ratios
are determined by the risk committee and depend on market
expectation, risk bearing ability and risk appetite.

The table below shows the impact on post-tax profit if at 31
December a currency had strengthened (+) or weakened (-)
versus the Swiss franc, with all other variables held constant as
a result of the currency exposures outlined in the tables below:

Post-tax profit

million CHF Sensitivity 2022 2021

+ - + -
usD +/-10% (1.4) 14 4.3) 43
EUR +/-10% (1.2) 1.2 1.2 1.2)
GBP +/-10% (1.3) 1.3 (0.9) 0.9
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The summary quantitative data relating to the Group’s exposure
to currency risks as reported to the management of the Group
is as follows:

Year ended

31 December 2022

million CHF usbD GBP EUR SGD Other Total
Non-current financial assets 36 0 4 0 0 40
Trade receivables, net 305 89 43 0 17 454
Other receivables, prepaid expenses and accrued income 0 0 3 0 0 3
Short-term investments 0 0 0 0 0 0
Cash and cash equivalents 73 22 14 i3 32 144
Non-current and current debt (691) 0 (185) 0 0 (876)
Other current and non-current liabilities (33) (0) 9) (5) 0 (47)
Trade payables (203) (35) (63) (18) (33) (352)
Net group internal loans 723 (6) 132 27 82 958
Gross balance sheet exposure 210 70 (61) 7 98 324
Currency-related instruments (227) (85) 47 9) (107) (381)
Net exposure (17) (15) (14) (2) (9) (57)
Year ended

31December 2021

million CHF usb GBP EUR SGD Other Total
Non-current financial assets 42 0 2 0 0 45
Trade receivables, net 314 94 72 2 24 506
Other receivables, prepaid expenses and accrued income 0 0 1 0 0 1
Short-term investments 182 0 0 0 0 182
Cash and cash equivalents 263 173 18 7 15 476
Non-current and current debt (685) 0 (194) 0 0 (879)
Other current and non-current liabilities (28) (0) (1) (4) 1 (32)
Trade payables (215) (39) (85) (8) (55) (401)
Net group internal loans 422 5 231 23 96 775
Gross balance sheet exposure 296 231 45 21 82 674
Currency-related instruments (345) (241) (30) (24) (92) (732)
Net exposure (49) (10) 14 (3) (10) (58)
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The following exchange rates were applied during the year:
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Balance Sheet Year-End Rates 2022 2021
Dollar 0.9238 0.9128
Euro 0.9855 1.0340
Pound sterling 1.1124 1.2336
Renminbi 0.1330 0.1436
Singapore dollar 0.6888 0.6764
Income Statement Year-Average Rates 2022 2021
Dollar 0.9548 0.9144
Euro 1.0050 1.0814
Pound sterling 1.1795 1.2579
Renminbi 0.1420 0.1418
Singapore dollar 0.6925 0.6804

Interest Rate

Risk arises from movements in interest rates which could affect
the Group financial result or the value of Group equity. Changes
in interest rates may cause variations in interest income and
expense. In addition, they may affect the market value of certain
financial assets, liabilities and hedging instruments. The primary
objective of the Group's interest rate management is to protect
the net interest result.

Lonza’s policy is to manage interest cost using a mix of fixed and
variable rate debt. Group policy is to maintain at least 50% of its
borrowings in fixed-rate instruments. In order to manage this
mix in a cost-efficient manner, Lonza enters into interest rate
swaps and cross-currency interest rate swaps to exchange at
specified intervals, the difference between fixed and variable
interest amounts calculated by reference to a corresponding
notional principal amount. Lonza adopts a policy of having one
third of the debt on a short-term basis and two-thirds of the
debt on a long-term basis. The mix between floating and fixed
rates depends on the market view of Lonza.

Lonza’s exposure to interest rate risk was as follows:

million CHF Notes 2022 2021
Net Debt / (cash) 13 (186) (958)
Net debt at fixed interest rates® (1,050) (1,421)
Interest risk exposure (1,236) (2,379)

" Including effects from cross currency interest rate swaps

In 2022, if the interest rates had increased / decreased by 1%,
with all other variables held constant, post-tax profit would have
been CHF 10.4 million higher / lower.

In 2021, if the interest rates had increased / decreased by 1%,
with all other variables held constant, post-tax profit would have
been CHF 21.2 million higher / lower.
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Overview of Derivative Financial Instruments

The following table shows the contract or underlying principal
amounts and fair values of derivative financial instruments by
type of contract at 31 December 2022 and 2021. Contract or
underlying principal amounts indicate the volume of business
outstanding at the balance sheet date and do not represent
amounts at risk. The fair values are determined by using the
difference of the prices fixed in the outstanding derivative
contracts from the actual market conditions which would have
been applied at the year-end if we had to recover these trades.

Financial Instruments at Fair Value Through Profit or Loss

Contract or underlying

Positive fair values

Negative fair values

Total net fair values

million CHF principal amount

2022 2021 2022 2021 2022 2021 2022 2021
Currency-related instruments 3,266 10,880 45 27 (33) (24) 12 3
Total financial instruments at fair value through
profit or loss 3,266 10,880 45 27 (33) (24) 12 3

Financial Instruments Effective for Hedge-Accounting Purposes

Contract or underlying

Positive fair values

Negative fair values

Total net fair values

million CHF principal amount

2022 2021 2022 2021 2022 2021 2022 2021
Currency-related instruments 3,266 2,538 48 14 (29) (12) 19 2
Interest-related instruments 185 402 5 0 (1) (13) 4 (13)
Total financial instruments effective for
hedge-accounting purposes 3,450 2,940 53 14 (30) (25) 23 (11)
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Offsetting of Financial Asset and Financial Liabilities

The Group enters into derivative transactions under International
Swaps and Derivatives Association (ISDA) master netting
agreements with the respective counterparties in order to
mitigate counterparty risk. Under such agreements the amounts
owed by each counterparty on a single day in respect of all
transactions outstanding in the same currency are aggregated
into a single net amount that is payable by one party to the other.
The ISDA agreements do not meet the criteria for offsetting

Financial Statements

in the balance sheet as the Group does not have a currently
enforceable right to offset recognized amounts, because the
right to offset is only enforceable on the occurrence of future
events, such as a default or other credit events.

The following table sets out the carrying value of derivative
financial instruments and the amounts that are subject to
master netting agreements.

million CHF Assets Liabilities

2022 2021 2022 2021
Currency related instruments 93 41 (62) (36)
Interest related instruments 5 0 (1) (13)
Carrying value of derivative financial instruments 98 41 (63) (49)
Derivatives subject to master netting agreements (56) (32) 56 32
Net amount 42 9 (7) (27)

Positive fair values of derivatives are included as part of “Other
receivables, prepaid expenses and accrued income”. Negative
fair values of derivatives are included as part of “Other current
liabilities”. Hedge accounting was applied to cash flow hedges
on highly probable payments in foreign currencies.
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27.6
Financial Instruments Carried at Fair Value

The Group applied the following hierarchy for determining and
disclosing the fair value of financial instruments by valuation

technique:

e Level 1: quoted (unadjusted) prices in active markets for

identical assets or liabilities.

e | evel 2: inputs other than quoted prices included within level
1that are observable for the asset or liability, either directly

or indirectly.

e Level 3: inputs for the asset or liability that are not based on

observable market data (unobservable inputs).

million CHF 2022 2021
Level1 Level 2 Level 3 Total fair Level1 Level 2 Level 3 Total fair
value value
Assets
Short-term investments at fair value through profit
or loss 235 0 0 235 245 0 0 245
Other investments 0 66 0 66 0 73 0 73
Derivative financial instruments 0 98 0 98 0 41 0 41
Contingent consideration related to sale of
businesses 0 0 2 2 0 0 (0) (0)
Liabilities
Derivative financial instruments 0 (63) 0 (63) 0 (49) 0 (49)
Contingent consideration related to acquisition of
businesses 0 0 (26) (26) 0 0 (27) (27)
Net assets and liabilities measured at fair value 235 101 (24) 312 245 65 (27) 283
In 2022 and 2021 there were no transfers between Level 1and
Level 2 fair value measurements.
Details of the determination of Level 3 fair value measurements
are set out below:
Contingent Consideration Arrangements Related to Sale of Business
million CHF 2022 2021
At 1 January (0) 14
Arising from sale of business 2 0
Payments received 0 (13)
Currency translation effects 0 (1)
At 31 December 2 (0)

The contingent consideration arrangement related to the sale
of the Peptides business was finally settled at the end of 2021.
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million CHF 2022 2021
At 1 January 27 28
Payments made (7) (2)
Unfavorable impact from fair value adjustment on contingent purchase price consideration 5 0
Unwinding of discount 2 0
Currency translation effects (1) 1
At 31 December 26 27

Lonza is party to certain contingent consideration arrangements
arising from business combinations. The fair values are determined
considering the expected payments. The expected payments
are determined by considering the possible scenarios of
regulatory approvals and forecast sales, which are the most
significant unobservable inputs. The estimated fair value would
increase if the forecast sales were higher or if the likelihood of
obtaining regulatory approval was higher. At 31 December 2022
the total potential payments under contingent consideration
arrangements could be up to CHF 62 million, primarily related
to the Octane acquisition (2021: CHF 64 million) whereas the
estimated payments amounted to CHF 27 million at December
2022 (2021: CHF 27 million).
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Carrying Amounts and Fair Values of Financial Instruments by Category

The carrying values less impairment provision of trade receivables
are assumed to approximate to their fair values due to the
short- term nature of trade receivables. The fair value of financial
liabilities for disclosure purposes is estimated by discounting the
future contractual cash flows at the current market interest rate
that is available to the Group for similar financial instruments.

The fair value of interest rate swaps is calculated as the present
value of the estimated future cash flows. The fair value of
forward foreign exchange contracts is determined using quoted
forward exchange rates at the balance sheet date. The table
below shows the carrying amounts and fair values of financial
instruments by category.

Year ended
31 December 2022
Financial Fair value - Financial Financial Carrying Fair value
instruments hedging assets at liabilities at amount
mandatorily  instruments amortized amortized
at fair value cost cost
through
profit
million CHF or loss
Other investments 66 0 0 0 66 66
Trade receivables, net 0 0 1,164 0 1,164 1,164
Other receivables 0 0 112 0 112 112
Accrued income 0 0 188 0 188 188
Current advances 0 0 194 0 194 194
Short-term investments 235 0 650 0 885 885
Cash and cash equivalents 0 0 1,339 0 1,339 1,339
Contingent consideration from sale of business 2 0 0 0 2 2
Derivative financial instruments 0 98 0 0 98 98
Total financial assets 303 98 3,647 0 4,048 4,048
Debt
- Straight bonds? 0 0 0 1,224 1,224 1,172
- Other debt 0 0 0 1,008 1,008 1,007
Current liabilities 0 0 0 1,063 1,063 1,063
Non-current liabilities 0 0 0 328 328 328
Trade payables 0 0 0 477 477 477
Contingent consideration 26 0 0 0 26 26
Derivative financial instruments 0 63 0 0 63 63
Total financial liabilities 26 63 (] 4,100 4,189 4,136

1 The fair value of straight bonds for disclosure purposes is Level 1and is calculated based on the observable market prices of the debt instruments

134



Financial Statements

Year ended
31 December 2021
Financial Fair value - Financial Financial Carrying Fair value
instruments hedging assets at liabilities at amount
mandatorily  instruments amortized amortized
at fair value cost cost
through
profit
million CHF or loss
Other investments 73 0 0 0 73 73
Trade receivables, net 0 0 928 0 928 928
Other receivables 0 0 81 0 81 81
Accrued income 0 0 127 0 127 127
Current advances 0 0 177 0 177 177
Short-term investments 245 0 1,357 0 1,602 1,602
Cash and cash equivalents 0 0 1,582 0 1,582 1,582
Contingent consideration from sale of business 0 0 0 0 0 0
Derivative financial instruments 0 41 0 0 41 41
Total financial assets 318 41 4,252 0 4,611 4,611
Debt
- Straight bonds* 0 0 0 1,351 1,351 1,407
- Other debt 0 0 0 1,052 1,052 1,052
Current liabilities 0 0 0 572 572 572
Non-current liabilities 0 0 0 312 312 312
Trade payables 0 0 0 483 483 483
Contingent consideration 27 0 0 0 27 27
Derivative financial instruments 0 49 0 0 49 49
Total financial liabilities 27 49 (] 3,770 3,846 3,902

1 The fair value of straight bonds for disclosure purposes is Level 1and is calculated based on the observable market prices of the debt instruments
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27.8
Capital Management

The Board's policy is to maintain a strong capital base so as to
retain investor, creditor and market confidence and to sustain
the future development of the business. The Board of Directors
monitors both the demographic spread of shareholders and
the return on capital, which Lonza defines as total shareholders’
equity, excluding non-controlling interest, and the level of
dividends to ordinary shareholders.

The Board seeks to maintain a balance between the higher returns
that might be possible with higher levels of borrowing and the
advantages and security afforded by a sound capital position.
In 2022, the return was 11.4% (2021: 10.7%, see further details in

section Alternative Performance Measures). In comparison, the
weighted average interest expense on interest-bearing borrowings
(excluding liabilities with imputed interest) was 1.84% (2021: 1.42%).

From time to time, Lonza purchases its own shares on the
market; the timing of these purchases depends on market
prices. Primarily, the shares are intended to be used for issuing
shares under Lonza's share programs. In addition, Lonza intends
to initiate a share buyback program in H1 2023 of up to CHF
2 billion for the purpose of subsequent capital reductions.
Neither Lonza Group Ltd nor any of its subsidiaries is subject
to externally imposed capital requirements.

Note 28

Share Ownership of the Members of the Board of Directors and the Executive Committee

Board of Directors

Based on information available to Lonza, the members of
the Board of Directors and parties closely associated with
them held, as of 31 December 2022: 23,077 (2021: 48,159)'
registered shares of Lonza Group Ltd and controlled <0.1%
(2021: <01%) of the share capital.

Board of Directors’

Numbers of shares

2022 2021
Albert M. Baehny 4,857 4,262
Werner Bauer 2 n/a 26,712
Angelica Kohlmann 1,313 1,065
Christoph Mader 3,959 3,697
Barbara Richmond 3,884 3,657
JUrgen Steinemann 7,549 7,343
Olivier Verscheure 1,271 1,065
Dorothée Deuring 2 n/a 358
Roger Nitsch® 122 n/a
Marion Helmes 3 122 n/a
Total 23,077 48,159

' Spouse, children below 18, any legal entities that they own or otherwise control,
or any legal or natural person who is acting as their fiduciary

2 Werner Bauer and Dorothée Deuring did not stand for re-election at the 2022 AGM

3 Marion Helmes and Roger Nitsch were appointed to the Board of Directors at the
2022 AGM
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Executive Committee

The members of the Executive Committee and parties closely
associated with them held, as of 31 December 2022: 7,507
(2021: 4,660)' shares and controlled <0.1% (2021: <01%) of the
share capital. The individual control rights are proportional to
the holdings shown below.

None of the members of the Board of Directors or Executive

Committee owns shares in the Group’s subsidiaries or associates.

Executive Committee 2

Numbers of shares

2022 2021
Pierre-Alain Ruffieux 2,963 0
Stefan Stoffel ® n/a 3,500
Caroline Barth 871 445
Claude Dartiguelongue 4 n/a 0
Gordon Bates ° 1,770 606
Jean-Christophe Hyvert ° 1,903 109
Philippe Deecke °© 0 0
Christian Seufert ” 0 n/a
Maria Soler Nunez & 0 n/a
Daniel Palmacci ° 0 n/a
Total 7,507 4,660

Spouse, children below 18, any legal entities that they own or otherwise control,
or any legal or natural person who is acting as their fiduciary

All active Executive Committee members, with the exception of Gordon Bates
(who has met the requirement), are developing their shareholding in line with the
shareholding guidelines

Stepped down from the Executive Committee on 31 August 2022

Stepped down from the Executive Committee on 31 July 2022

Appointed to the Executive Committee on 1 April 2021

Appointed to the Executive Committee on 1 December 2021

Appointed to the Executive Committee on 1July 2022

Appointed to the Executive Committee on 1 August 2022

Appointed to the Executive Committee on 1 November 2022

N
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Note 29

Enterprise Risk Management

Our Enterprise Risk Management (ERM) program is a critical
element of our strategic planning and provides a mechanism
and appropriate governance for risk management. The focus
of the program is on risks and opportunities that may affect the
company's strategic and financial targets or impact the mid-term
success of the business, as well as evaluating emerging risks
that may impact our business over a longer term horizon. The
annual ERM process includes the following elements:

e Risk Identification: We identify risks during discussions with
individual risk owners. The discussions include focus on ESG
risks, including those related to climate change.

e Trend analysis: Our ERM team consolidates input, assesses
the risks and maps probability and impact versus prior year.

e Calibration and Mitigation Planning: We conduct calibration
workshops with senior leadership teams and ensure appropriate
mitigation measures are in place. Mitigation measure owners
report status of their measures throughout the year.

e Reporting to Executive Committee: We report findings to
the Executive Committee for evaluation and alignment with
strategic planning.

e Reporting to Board of Directors: We report top risks and
mitigation plans to the Audit and Compliance Committee
and the Board of Directors to ensure appropriate oversight.

Through this process, Lonza has identified 15 high-level thematic
risk categories. An increased focus on Environmental, Social, and
Governance (ESG) topics, including climate change, geopolitical
and macroeconomic shifts, as well as trends such as aging
societies, growing populations and the increasing need for access
to healthcare and medicines are considered in the company’s
enterprise risk assessment. Each identified risk category is
assessed according to its probability of occurrence and its
negative impact on the Group over a three year horizon, with
a risk range from unlikely to highly probable; and any potential
negative effect of a risk is assessed according to its impact on
the annual Group’s EBIT, the Group's reputation and the Group’s
operations. Emerging risks with a potential for occurring beyond
the three year horizon are also considered.

Risks have been identified for each division and for corporate
functions. The risks identified in 2022 were presented to the
Executive Committee, the Audit and Compliance Committee and
the Board of Directors at their meetings in September, October
and December 2022, respectively. Financial risk management
is disclosed in note 27.

Note 30

Events after Balance Sheet Date

The Company intends to initiate a share buyback program in H1
2023 of up to CHF 2 billion for the purpose of subsequent capital
reductions. The program is due to be completed in H1 2025.

As of the date of issuance of these Consolidated Financial
Statements, no other significant subsequent events have
occurred after the reporting period that might affect the Group
and that should be included thereto.
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Note 31

Principal Subsidiaries and Joint Ventures

Selection criteria: CHF 10 million net sales 3rd Parties, CHF 10 million total assets 3rd parties or more than 30 FTEs

Name Town/Country Currency' Share Capital Holding Direct Holding Indirect
BacThera AG Visp CH CHF 11,000,000 50%
BioAtrium AG Visp CH CHF 87,700,000 50%
Capsugel Australia Pty Ltd Sydney AUS AUD 6,368,270 100%
Capsugel Belgium NV Bornem BE EUR 236,921,5552 99.9%2 0.1%?2
Capsugel Brasil Importagao e Distribuicéo de

Insumos Farmacéuticos e Alimentos Ltda. Rio de Janeiro BR BRL 74,976,852 100%
Capsugel Canada Corp. Vancouver CA CAD n/a3 100%
Capsugel de México, S. de R.L. de C.V. Puebla ME MXN 870,004,052 100%
Capsugel Distribucion, S. de R.L. de C.V. Puebla ME MXN 20,000,000 100%
Capsugel France SAS Colmar FR EUR 1,280,000 100%
Capsugel Healthcare Private Limited Gurugram IN INR 2,985,075,930 99.9%2
Komec N.V. Wilrijk BE EUR 62,000 100%
LLC Capsugel Domodedovo (Moscow Region) RU RUB 150,000 100%
Lonza AG Visp CH CHF 60,000,000 100%

Lonza Bend Inc. Portland US usD n/as 100%
Lonza Biologics Inc Wilmington US usD 1,000 100%
Lonza Biologics Ltd. Guangzhou CN usD 87,200,000 100%
Lonza Biologics plc Slough GB GBP 14,500,000 100%
Lonza Biologics Porrifio S.L. Porrifio ES EUR 10,295,7972 100%

SGD 172,000,000

Lonza Biologics Tuas Pte. Ltd. Singapore SG uUsD 25,000,000 100%
Lonza Bioscience Singapore Pte Ltd Singapore SG uUsD 1 100%
Lonza Cologne GmbH Cologne DE EUR 1,502,000 100%
Lonza Costa Rica, S.A. Heredia CR CRC 10,000 100%
Lonza Finance International NV # Bornem BE EUR 43,061,500 100%

Lonza Greenwood LLC Wilmington US UsSD n/a3 100%
Lonza Guangzhou Pharmaceutical Ltd Guangzhou CN UsD 133,578,892 100%
Lonza Houston Inc. Wilmington US USsD 290 100%
Lonza K.K. Sagamihara JP JPY 110,000,000 100%
Lonza Netherlands B.V. Maastricht NL EUR 2,115,232 100%
Lonza Rockland, Inc. Wilmington US UsD 100 100%
Lonza Sales AG Basel CH CHF 2,000,000 100%

Lonza Shanghai International Trading Ltd. Shanghai CN UsD 200,000 100%
Lonza Swiss Finanz AG*# Basel CH CHF 100,000 100%

Lonza Swiss Licences AG Basel CH CHF 100,000 100%

Lonza Tampa LLC Wilmington US usD n/as 100%
Lonza (Thailand) Co., Ltd. Bangkok TH THB 170,000,000 100%
Lonza USA Inc. Wilmington US usD 5 100%

Lonza Verviers SRL Verviers BE EUR 18,750 100%
Lonza Walkersville, Inc. Wilmington US usD 10 100%
Micro-Macinazione SA Monteggio CH CHF 1,000,000 100%
Octane Biotech, Inc. Ontario CA CAD n/a3 80%
PT. Capsugel Indonesia Jakarta IN IDR 76,835,140,525 100%
Suzhou Capsugel Limited Suzhou CN UsD 44,700,000 75%

' Abbreviation of currencies in accordance with ISO standards

2 Rounded amount
3 No par value

4 This entity does not meet above mentioned thresholds. It was included due to its significance for group financings
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Note 32

Accounting Principles

321
Lonza Group

Lonza Group Ltd and its subsidiaries (hereafter «the Group>
or «Lonza») operate under the name Lonza. Lonza Group Ltd
is a limited liability company incorporated and domiciled in
Switzerland. The Group is headquartered in Basel, Switzerland.
Lonza is one of the world's leading and most-trusted suppliers
to the pharmaceutical, biotech and nutrition markets.

By combining technological insight with world-class manufacturing,
scientific expertise and process excellence, Lonza helps its
customers to deliver new and innovative medicines that help
treat a wide range of diseases.

32.2
Basis of Preparation

The consolidated financial statements for 2022 and 2021 are
reported in Swiss francs (CHF), rounded to millions, and based
on the annual accounts of Lonza Group Ltd (Company) and its
subsidiaries at 31 December, which have been drawn up according
to uniform Group accounting principles. The consolidated
accounts are prepared in accordance with International Financial
Reporting Standards (IFRS) and with Swiss law. They are prepared
on the historical cost basis, except that money market funds,
derivative financial instruments and contingent considerations
are stated at their fair values, and the employee benéefit liability
is stated at the fair value of plan assets less the present value
of the defined benefit obligation.

Following the Board of Directors’ decision on 23 July 2020 to
divest the Specialty Ingredients segment, a divestment process
was initiated in H2 2020. On 8 February 2021, Lonza entered
into a definitive agreement with Bain Capital and Cinven. The
sale was completed on 1July 2021 and finally settled before
31 December 2021. In the consolidated financial statements,
discontinued operations include the Specialty Ingredients
business (2021: 6 months from January to June, only) together
with certain corporate costs directly attributable to Specialty
Ingredients together with carve-out / divestiture related costs.

32.3
Changes in Accounting Standards

The following new or amended standards became applicable
for the current reporting period and did not have any material
effect on the Group’s financial statements:

e COVID-19-Related Rent Concessions — (Amendments to IFRS 16)

e Onerous Contracts - Cost of Fulfilling a Contract (Amendments
to IAS 37)

e Annual Improvements to IFRS Standards 2018-2020

e Property, Plant and Equipment - Proceeds before Intended
Use (Amendments to IAS 16)

e Reference to the Conceptual Framework (Amendments to
IFRS 3)
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324
Accounting Standards Issued, but Not Yet Effective

The following revised standards have been issued, but are

not yet effective. They have not been applied early in these
consolidated financial statements.

Standard/Interpretation

These amendments are still being evaluated and the Group
does not currently expect them to have a significant impact
on the consolidated financial statements.

Effective date

Classification of Liabilities as Current or Non-Current (Amendments to IAS 1)

1 January 2024

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2)

1 January 2023

Definition of Accounting Estimate (Amendments to IAS 8) 1 January 2023
Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendment to IAS 12) 1 January 2023
Sale or contribution of assets between an investor and its associate or joint venture - Amendments to N/A

IFRS 10 and IAS 28

Lease liability in a sale-and-leaseback (Amendment to IFRS 16) 1 January 2024

32.5
Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements represent the accounts
for the year ended 31 December of Lonza Group Ltd and its
subsidiaries. Subsidiaries are those entities controlled, directly
or indirectly, by Lonza Group Ltd. Control is achieved when the
Group is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those
returns through its power over the entity. Consolidation of a
subsidiary begins when the Group obtains control over the
subsidiary and ceases when the Group loses control of the
subsidiary. Changes in ownership interests in subsidiaries are
accounted for as equity transactions if they occur after control
has already been obtained and if they do not result in a loss of
control. The significant subsidiaries included in the consolidated
financial statements are shown in note 31.

The full consolidation method is used, whereby the assets,
liabilities, income and expenses are incorporated in full, irrespective
of the extent of any non-controlling interests. Payables, receivables,
income and expenses between Lonza consolidated companies
are eliminated. Intercompany profits included in year-end
inventories of goods produced within Lonza are eliminated, as
well as unrealized gains on transactions between subsidiaries.
Unrealized losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
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The Group's interests in equity-accounted investees comprise
interests in associates and joint ventures, as disclosed in note 7.
Associates are those entities in which the Group has significant
influence, but not control or joint control, over the financial and
operating policies. A joint venture is an arrangement in which
the Group has joint control, whereby the Group has rights to
the net assets of the arrangement, rather than rights to its
assets and obligations for its liabilities. Associates and interests
in joint ventures are accounted for in the consolidated financial
statements using the equity method of accounting. They are
recognized initially at cost, which includes transaction costs.

Subsequent to the initial recognition, the consolidated financial
statements include the Group’s share of the profit and loss and
other comprehensive income of equity-accounted investees,
until the date on which significant influence or joint control
ceases. Dividends paid during the year reduce the carrying
value of the investments.



Segment Reporting

For the purpose of segment reporting, the Group’s Executive
Committee (EC) is considered to be the Group’s Chief Operating
Decision Maker. The determination of the Group’s operating
segments is based on the organizational units for which financial
information including dedicated performance measures are
reported to the EC on a regular basis. The information provided is
used as the basis of the segment revenue and profit disclosures
reported in note 1.

Lonza derives revenue in its business models of Contract
Development and Manufacturing (including related services and
licenses) and sale of products. These business models and the
markets Lonza operates in are the basis to disaggregate revenue
into categories that depict how the nature, amount, timing and
uncertainty of revenue and cash flows are affected by economic
factors. Residual operating activities from certain global activities
are reported as «Corporate.» These include the EC and global
group functions for communications, human resources, finance
(including treasury and tax), legal, environmental and safety
services. Transfer prices between operating segments are set
on an arm’s-length basis.

Revenue Recognition

Revenue is measured based on the consideration specified in the
contract with a customer und excludes amounts collected on
behalf of third parties. Revenues are recognized when a customer
obtains control of a good or service and thus has the ability to
direct the use and obtain the benefits from the good or service.
In the custom manufacturing business, customer agreements
may foresee payments at or near inception of contracts, which
typically relate to setup efforts (e.g. system preparation, facility
modification) for new customer-dedicated production facilities.
Such setup efforts typically do not represent separate performance
obligations, as no good or service is transferred to the customer.
The payments for these setup efforts comprise part of the
expected transaction price and are deferred as contract liabilities
(non-current deferred income) until performance obligations
are satisfied. Product sales are recognized when control of the
products has been transferred, i.e. when the products are delivered
to the customer, the customer has full discretion over the sales
channel and pricing of the products, and there is no unfulfilled
obligation that could affect the customer’s acceptance of the
products. Delivery occurs when the products have been shipped
to the specific location, the risks of obsolescence and loss have
been transferred to the customer, and either the customer has
accepted the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Group has objective
evidence that all criteria for acceptance have been satisfied.
Contracts with customers may include volume discounts based
on aggregate sales over a specified period. Revenues from these
sales are recognized based on the price specified in the contract,
net of the estimated volume discounts.

Accumulated experience is used to estimate and provide for such
discounts, using the expected value method, and revenues are
only recognized to the extent that it is highly probable that no
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significant reversal will occur. A contract liability is recognized
for expected volume discounts payable to customers in relation
to sales made until the end of the reporting period. Revenues
from providing services are recognized in the accounting
period in which these services are rendered. For most services
revenue recognition over time is appropriate. This is done with
reference to output (i.e. analysis delivered) to measure the
amount of revenue to be recognized. Revenue recognition over
time is not applied for customer service contracts where the
consideration depends on a defined outcome or result and its
achievement cannot be estimated. In this case, revenues are
only recognized at the point in time when the service has been
completed and accepted by the customer.

Research & Development

Research & development costs are generally charged against
income as incurred. Development costs are only capitalized
when the related products meet the recognition criteria of
an internally generated intangible asset, which mainly require
the technical feasibility of completing the intangible asset, the
probability of future economic benefits, the reliable measurement
of costs and the ability and intention of the Group to use or sell
the intangible asset. Fixed assets (buildings, machinery, plant,
equipment) used for research purposes are valued similarly to
other fixed assets. Such assets are capitalized and depreciated
over their estimated useful lives.

Expenses for research & development include associated wages
and salaries, material costs, depreciation on fixed assets, as
well as overhead costs.

Other Operating Income and Other Operating Expenses
Other operating income and other operating expenses include
items not assignable to other functions of the consolidated
income statement. They mainly include gains and losses from
the disposal of intangible assets, property, plant and equipment
and other non-current assets, income and expenses from the
release and recognition of provisions, income and expense
related to restructuring.

Net Financial Result

Net financial result comprises interest payable on borrowings
calculated using the effective interest method, the interest
expenses on the net defined-benefit liability, the finance charge
for finance leases, dividend income, foreign exchange gains
and losses, gains and losses on hedging instruments that are
recognized in the income statement and gains/losses on sale
of financial assets. Interest income/expense is recognized in
the income statement as it accrues, taking into account the
effective yield of the asset or liability or an applicable floating
rate. Dividend income is recognized in the income statement
on the date that the dividend is declared. Interest income and
expense include the amortization of any discount or premium
or other differences between the initial carrying amount of
an interest- bearing instrument and its amount at maturity
calculated on an effective interest rate basis.
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Foreign Currencies

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the primary
economic environment in which the entity operates (“the
functional currency”). The consolidated financial statements
are presented in Swiss francs (CHF), which is the Group’s
presentation currency. For consolidation purposes the balance
sheet of foreign consolidated companies is translated to CHF
with the exchange rate at the balance sheet date. Income,
expenses and cash flows of the foreign consolidated companies
are translated into CHF using the monthly average exchange
rates during the year (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing
on the transaction dates, in which case income and expenses
are translated at the dates of the transactions). Exchange rate
differences arising from the different exchange rates applied
in balance sheets and income statements are recognized in
other comprehensive income. In the individual company’s
financial statements, transactions in foreign currencies are
translated at the foreign exchange rate applicable at the date
of the transaction. Monetary assets and liabilities denominated
in foreign currencies at the balance sheet date are translated
at the foreign exchange rate ruling at that date. All resulting
foreign exchange gains and losses are recognized in the individual
company'’s profit or loss statement, except when they arise on
monetary items that form a part of the Group’s net investment
in a foreign entity. In such a case, the exchange gains and losses
are recognized in other comprehensive income.

Hedge Accounting

The Group uses derivatives to manage its exposures to foreign
currency and interest rate risks. The instruments used may
include interest rate swaps, forward exchange contracts, FX
swaps and options. The Group generally limits the use of hedge
accounting to certain significant transactions. At inception of
designated hedging relationships, the Group documents the
risk management objective and strategy for undertaking the
hedge. The Group also documents the economic relationship
between the hedged item and the hedging instrument, including
whether the changes in cash flows of the hedged item and
hedging instrument are expected to offset each other

Cash Flow Hedging

This is a hedge of the exposure to variability in cash flows that
is attributable to a particular risk associated with a recognized
asset or liability or a highly probable forecast transaction and
could affect profit or loss. The hedging instrument is recorded at
fair value. The effective portion of the hedge is included in other
comprehensive income and any ineffective portion is reported
in other operating income/expenses (instruments to manage
the foreign currency exposure related to sales or purchases) or
financial income/expenses (foreign currency exposure related to
debt repayment or interest exposure on the Group’s debt). If the
hedging relationship is the hedge of the foreign currency risk of a
firm commitment or highly probable forecasted transaction that
results in the recognition of a non-financial item, the cumulative
changes in the fair value of the hedging instrument that have
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been recorded in other comprehensive income are included
in the initial carrying value of the non-financial item at the date
of recognition. For all other cash flow hedges, the cumulative
changes in the fair value of the hedging instrument that have
been recorded in other comprehensive income are included in
cost of goods sold, other operational income/expenses or other
financial income/ expense (based on the principles explained
above) when the forecasted transaction affects net income.

Fair Value Hedging

This is a hedge of the exposure to changes in fair value
of a recognized asset or liability, or an unrecognized firm
commitment, or an identified portion of such an asset, liability
or firm commitment, that is attributable to a particular risk and
could affect profit or loss. The hedging instrument is recorded
at fair value and the hedged item is recorded at its previous
carrying value, adjusted for any changes in fair value that are
attributable to the hedged risk. Changes in the fair values are
reported in other operating income/expenses (instruments
to manage the foreign currency exposure related to sales or
purchases) or financial income/expenses (foreign currency
exposure related to debt repayment or interest exposure on
the Group’s debt).

Capitalized Contract Costs

The Group recognizes contract assets mainly consisting of
contract fulfilment costs that are incurred after a contract is
obtained but before goods or services have been delivered
to the customer. These costs arise from long-term contracts
in the custom manufacturing business for customer specific
production facility expansions or modifications on Lonza's
premises. They typically include costs for commissioning,
qualification and start-up, as well as for activities relating to
process development and technology transfer.

Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated
depreciation and accumulated impairment losses. The assets
are depreciated on a component basis over their estimated
useful lives, which vary from 10 to 50 years for buildings and
structures, and 5 to 16 years for production facilities, machinery,
plant, equipment and vehicles. Fixed assets are depreciated
using the straight-line method over their estimated useful lives.
Subsequent expenditure incurred to replace a component of
an item of property, plant and equipment that is accounted for
separately, including major inspection and overhaul expenditure,
is capitalized. Other subsequent expenditure is capitalized only
when it increases the future economic benefits embodied in
the item of property, plant and equipment. Borrowing costs
incurred with respect to qualifying assets are capitalized and
included in the carrying value of the assets. All other expenditure
is recognized in the income statement as an expense as incurred.
The residual values and the useful life of items of property, plant
and equipment are reviewed and adjusted, if appropriate, at
each balance sheet date.



Leases

The Group assesses at contract inception whether a contract
is, or contains, a lease. That is, if the contract conveys the right
to control the use of an identified asset for a period of time in
exchange for consideration.

Lonza applies a single recognition and measurement approach
for all leases, except for short-term leases and leases of low-
value assets. Lonza recognizes lease liabilities to make lease
payments and right-of-use assets representing the right to use
the underlying assets.

Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognized, initial direct
costs incurred, restoration costs and lease payments made at
or before the commencement date less any lease incentives
received. Right-of-use assets are depreciated on a straight-line
basis over the shorter of the lease term and the estimated useful
lives of the assets. If ownership of the leased asset transfers to
Lonza at the end of the lease term or the cost of the right-of-use
asset reflects the exercise of a purchase option, depreciation is
calculated using the estimated useful life of the asset.

Lease liabilities are initially measured at the present value of
the lease payments, considering fixed payments (including
in-substance fixed payments), variable lease payments that are
based on an index or a rate, amounts expected to be payable
by the lessee under residual value guarantees, the exercise
price of a purchase option if the lessee is reasonably certain to
exercise that option, and payments of penalties for terminating
the lease, if the lease term reflects the lessee exercising that
option, less any lease incentives receivable.

Extension and termination options are included in a number of
property and equipment leases across the Group. These terms
are used to maximize operational flexibility in terms of managing
contracts. In determining the lease term, management considers
all facts and circumstances that create an economic incentive to
exercise an extension option, or not exercise a termination option.
Extension options (or periods after termination options) are only
included in the lease term if the lease is reasonably certain to
be extended (or not terminated). The majority of extension and
termination options held are exercisable only by the Group and not
by the respective lessor. This assessment is reviewed if a significant
event or a significant change in circumstances occurs which
affects this assessment and that is within the control of the lessee.

In calculating the present value of lease payments, Lonza uses its
incremental borrowing rate at the lease commencement date if the
interest rate implicit in the lease is not readily determinable. The
incremental borrowing rate is derived from market information,
the weighted average duration of the lease and the underlying
specifics of the leased asset. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion
of interest and reduced for the lease payments made.
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Lonza applies the short-term lease recognition exemption to
its short-term leases (i.e., those leases that have a lease term
of 12 months or less from the commencement date and do not
contain a purchase option). It also applies the lease of low-value
assets recognition exemption to leases of other movables that
are considered to be of low value. Lease payments on short-
term leases and leases of low value assets are recognized as
expense on a straight-line basis over the lease term.

In some circumstances, Lonza could act as a lessor. In case
of a sublease, Lonza would account for the head lease and
the sublease as two separate contracts. The sublease will be
classified as a finance or operating lease by reference to the
right-of-use asset arising from the head lease.

Intangible Assets

Purchased intangible assets with a finite useful life are stated at
cost less accumulated amortization and accumulated impairment
losses. Intangible assets acquired in a business combination
are recognized at their fair value. Intangibles include software,
licenses, patents, trademarks and similar rights granted by third
parties, capitalized product development costs and capitalized
computer software development costs. Costs associated
with internally developed or maintained computer software
programs are recognized as an expense as incurred. Costs that
are directly associated with the production of identifiable and
unique software products controlled by the Group, and that will
probably generate future economic benefits exceeding costs
beyond one year, are recognized as intangible assets. Those
direct costs include the software development employee costs
and an appropriate portion of relevant overheads. Intangible
assets are amortized using the straight-line method over their
estimated useful lives, which is the lower of the legal duration
and the economic useful life. Useful lives vary from 3 to 6 years
for software, 5 to 35 years for patents, trademarks and similar
rights and 4 to 16 years for development costs. All intangible
assets in Lonza have finite useful lives, except for the Capsugel
trade name acquired in 2017 and the trademarks acquired in
2007 through the Cambrex business combination. The Group
considers that these trademarks have an indefinite useful life as
they are well established in the respective markets and have a
history of strong performance. The Group intends and has the
ability to maintain these trademarks for the foreseeable future.

Goodwill and Business Combinations

Business combinations are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value at the date of acquisition and includes
the cash paid plus the fair value at the date of exchange of assets,
liabilities incurred or assumed and equity instruments issued by
the Group. The fair value of the consideration transferred also
includes contingent consideration arrangements at fair value.
Directly attributable acquisition-related costs are expensed in
the period the costs are incurred and the services are received
and reported within administration and general overhead
expenses. At the date of acquisition, the Group recognizes
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the identifiable assets acquired, the liabilities assumed and
any non-controlling interest in the acquired business. The
identifiable assets acquired and the liabilities assumed are initially
recognized at fair value. Where the Group does not acquire 100%
ownership of the acquired business, non-controlling interests
are recorded as the proportion of the fair value of the acquired
net assets attributable to the non-controlling interest. Goodwill
is recorded as the surplus of the consideration transferred
over the Group’s interest in the fair value of the acquired net
assets. Any goodwill and fair value adjustments are recorded
as assets/liabilities of the acquired business in the functional
currency of that business.

When the initial accounting for a business combination is
incomplete at the end of a reporting period, provisional amounts
are recognized. During the measurement period, the provisional
amounts are retrospectively adjusted and additional assets
and liabilities may be recognized to reflect new information
obtained about the facts and circumstances that existed at
the acquisition date which, had they been known, would have
affected the measurement of the amounts recognized at that
date. The measurement period does not exceed 12 months
from the date of acquisition. Goodwill is not amortized but is
tested annually for impairment. Changes in ownership interests
in subsidiaries are accounted for as equity transactions if they
occur after control has already been obtained and if they do
not result in a loss of control. Goodwill may also arise upon
investments in associates and joint ventures, being the surplus
of the cost of investment over the Group’s share of the fair value
of the net identifiable assets. Such goodwill is recorded within
investments in associates and joint ventures.

Inventories

Inventories are reported at the lower of cost (purchase price
or production cost) or market value (net realizable value). In
determining net realizable value, any costs of completion and
selling costs are deducted from the realizable value. The cost
of inventories is calculated using the weighted average method.
Prorated production overheads are included in the valuation of
inventories. Adjustments are made for inventories with a lower
market value or which are slow moving. Unsalable inventory is
fully written off. Costs include all expenditures related directly
to specific projects and an allocation of fixed and variable
overheads incurred in the Group’s contract activities based on
normal operating capacity.

Receivables

Receivables are carried at the original invoice amount less
allowances made for doubtful accounts, volume rebates and
similar allowances. A receivable represents a right to consideration
that is unconditional and excludes contract assets. An allowance
for doubtful accounts is recorded for expected credit losses
over the term of the receivables. These estimates are based on
specific indicators, such as the ageing of customer balances
and specific credit circumstances. Expenses for doubtful
trade receivables are recognized within the cost of goods
sold. Volume rebates and similar allowances are recorded on
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an accrual basis consistent with the recognition of the related
sales, using estimates based on existing contractual obligations,
historical trends and the Group's experience. Receivables are
written off (either partly or in full) when there is no reasonable
expectation of recovery.

For trade receivables, the Group applies the simplified approach
prescribed by IFRS 9, which requires/permits the use of the
lifetime expected loss provision from initial recognition of the
receivables. The Group measures an allowance for doubtful
accounts equal to the credit losses expected over the lifetime
of the trade receivables.

Financial Instruments

The Group has classified its financial assets in the following
measurement categories, which are disclosed in note 27:
amortized cost or fair value through profit or loss (including
hedging instruments). At initial recognition, the Group measures
a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs
that are directly attributable to the acquisition of the financial
asset. Transaction costs of financial assets carried at fair value
through profit or loss are expensed in profit or loss.

Amortized Cost

Assets that are held for collection of contractual cash flows
where those cash flows represent solely payments of principal
and interest are measured at amortized cost, less provision
for impairment. Interest income from these financial assets is
included in other financial income using the effective interest
rate method. The Group derecognizes a financial asset when
the contractual rights to the cash flows from the asset expire,
or it transfers the rights to receive the contractual cash flows
in a transaction in which substantially all the risk and rewards of
ownership of the financial asset are transferred. Any interest in
such transferred financial assets that is created or retained by
the Group is recognized as a separate asset or liability. Assets at
amortized cost are mainly comprised of time deposits with an
original maturity of more than 3 months, accounts receivable,
cash and cash equivalents and loans and advances.

Equity Investments at Fair Value Through Profit or Loss
These are equity investments in quoted and non-quoted
companies that are kept for strategic reasons and in investment
vehicles that invest in the Group's target markets. These assets
are subsequently measured at fair value. Dividends are recognized
as financial income in profit or loss unless the dividend clearly
represents a recovery of part of the cost of the investment.
Other net gains and losses are recognized as financial income
or financial expense in the income statement.

Fair Value Through Profit or Loss

These are primarily money market funds as well as contingent
consideration assets (and liabilities) that are initially recorded
at costs and subsequently carried at fair value with changes in
fair value recorded as a financial income or a financial expense
in the income statement.



Fair Value Through Profit or Loss - Hedging Instruments
These are derivative financial instruments that are used to
manage the exposures to foreign currency and interest rates.
These instruments are initially recorded and subsequently
carried at fair value. Apart from those derivatives designated as
qualifying cash flow hedging instruments, all changes in fair value
are recorded as other operating income/expenses (instruments
to manage the foreign currency exposure related to sales or
purchases) or financial income/expenses (foreign currency
exposure related to debt repayment or interest exposure on
the Group’s debt).

Debt Instruments

These are initially recorded at cost, which is the proceeds
received net of transaction costs. They are subsequently stated
at amortized cost; any difference between the net proceeds and
the redemption value is recognized in the income statement
over the period of the debt instrument using the effective
interest method.

Cash and Cash Equivalents

Cash and cash equivalents include cash in hand, in postal and
bank accounts, as well as short-term deposits and highly liquid
funds that have an original maturity of less than three months.

Impairment

Assets that are subject to amortization and depreciation
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. Goodwill and intangible assets with indefinite useful
lives are tested for impairment annually, and whenever there is
an indication that the assets may be impaired. An impairment
loss is recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less cost of disposal and
value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units).

Calculation of recoverable amount - in assessing value in use,
the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset.

Reversal of impairment - An impairment loss is reversed if the
subsequent increase in recoverable amount can be related
objectively to an event occurring after the impairment loss
was recognized. An impairment loss in respect of goodwill is
not reversed. In respect of other assets, an impairment loss
is reversed if there has been a change in the estimates used
to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no impairment
loss had been recognized.

Financial Statements

Discontinued Operations

A discontinued operation is a component of the entity that
has been disposed of or is classified as held for sale and that
represents a separate major line of business or geographical area
of operations or is part of a single coordinated plan to dispose
of such a line of business or area of operations. Classification
as a discontinued operations occurs at the earlier of disposal
or when the operation meets the criteria to be classified as
held-for-sale.

The income statement activity of the discontinued operations
is presented separately in the consolidated income statement.
Balance sheet and cash flow information related to discontinued
operations are disclosed separately in the notes.

Deferred Taxes

Tax expense is calculated using the balance-sheet liability method.
Additional deferred taxes are provided wherever temporary
differences exist between the tax base of an asset or liability and
its carrying amount in the consolidated accounts for the year.

Deferred tax assets and liabilities are recognized for the future
tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and
liabilities and their respective tax bases and, for deferred tax
assets, operating loss and tax credit carry-forwards.

Deferred tax assets and liabilities are measured using enacted
or substantially enacted tax rates in the respective jurisdictions
in which Lonza operates that are expected to apply to taxable
income in the years in which those temporary differences
are expected to be recovered or settled. In assessing the
recoverability of deferred tax assets, management considers
whether it is probable that some portion or all of the deferred
tax assets will not be realized. For transactions and other events
recognized in other comprehensive income or directly in equity,
any related tax effect is recognized in other comprehensive
income or in equity.

Liabilities for income taxes, mainly withholding taxes, which
could arise on the remittance of retained earnings, principally
relating to subsidiaries, are only recognized where it is probable
that such earnings will be remitted in the foreseeable future.

Employee Benefits
Employee-benefit liabilities as stated in the consolidated balance
sheet include obligations from defined-benefit pension plans,
other post-employment benefits (medical plans) as well as
other long-term employee-related liabilities, such as long-term
vacation accounts.
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Defined-Benefit Plans (Pension Plans)

Most of Lonza's subsidiaries operate their own pension plans.
Generally, they are funded by employees’ and employers’
contributions. In addition, the Group operates three medical
plans in the United States. The Group’s net obligation in respect
of defined-benefit plans is calculated separately for each plan
by estimating the amount of future benefit that employees
have earned in the current and prior periods, discounting that
amount and deducting the fair value of any plan assets. The
calculation of defined-benefit obligations is performed annually
by a qualified external actuary using the projected unit credit
method. When the calculation results in a potential asset
for the Group, the recognized asset is limited to the present
value of economic benefits available in the form of any future
refunds from the plan or reductions in future contributions to
the plan. To calculate the present value of economic benefits,
consideration is given to any applicable minimum funding
requirements. Remeasurements of the defined-benefit liability,
which comprise actuarial gains and losses and the return on plan
assets (excluding interest) and the effect of the asset ceiling (if
any, excluding interest), are recognized immediately in other
comprehensive income.

The Group determines the net interest expense on the net
defined-benefit liabilities for the period by applying the discount
rate used to measure the defined-benefit obligation at the
beginning of the annual period to the net defined-benefit liability,
taking into account any changes in the net defined-benefit
liability during the period as a result of contributions and benefit
payments. Net interest expense and other expenses related to
defined-benefit plans are recognized in profit or loss. While the
net interest expense is disclosed within financial expenses, the
other expenses related to defined-benefit plans are allocated
to the different functions of the operating activities. When the
benefits of a plan are changed or when a plan is curtailed, the
resulting change in benefit that related to past service or the
gain or loss on curtailment is recognized immediately in profit or
loss. The Group recognizes gains and losses on the settlement
of a defined-benefit plan when the settlement occurs.
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Provisions

A provision is recognized in the balance sheet when (i) the Group
has a legal or constructive obligation as a result of a past event,
(ii) it is probable that an outflow of economic benefits will be
required to settle the obligation, and (iii) a reliable estimate
of the amount of the obligation can be made. If the effect is
material, provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific
to the liability. A provision for restructuring is recognized when
the Group has approved a detailed and formal restructuring
plan, and the restructuring has either commenced or been
announced publicly. Future operating costs are not provided for.

Provisions for environmental liabilities are made when there is
a legal or constructive obligation for the Group that will result
in an outflow of economic resources. Provisions are made
for remedial work where there is an obligation to remedy
environmental damage, as well as for containment work where
required by environmental regulations.

Share Capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares or options are shown
in equity as a deduction, net of tax, from the proceeds. Where
any Group company purchases Lonza Group Ltd’s equity share
capital (treasury shares), the consideration paid, including any
directly attributable incremental costs (net of income taxes), is
deducted from equity attributable to the Group’s equity holders
until the shares are cancelled, reissued or disposed of.

Dividend

Dividend distribution to Lonza’s shareholders is recognized as
a liability in the Group’s financial statements in the period in
which the dividends are approved by the Lonza shareholders.

Share-Based Compensation

The Group operates various equity-settled, share-based
compensation plans. The fair value of the employee services
received in exchange for the grant of shares and other share-
based compensations is recognized as an expense. The total
amount to be expensed over the vesting period is determined
by reference to the fair value of the shares granted. At each
balance sheet date, the entity revises its estimates of the number
of shares that are expected to become vested. It recognizes
the impact of the revision of original estimates, if any, in the
income statement, and a corresponding adjustment to equity
over the remaining vesting period.
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32.6
Significant Accounting Estimates and Judgments

Key Assumptions and Sources of Estimation Uncertainty

Use of Estimates

The preparation of the financial statements and related
disclosures in conformity with International Financial Reporting
Standards (IFRS) requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities,
revenue and expenses. Actual results could differ from those
estimates. Estimates are used in impairment tests, accounting
for allowances for doubtful receivables, inventory obsolescence,
depreciation, employee benefits, taxes, environmental provisions
and contingencies. Estimates and assumptions are reviewed
periodically and the effects of revisions are reflected in the
financial statements in the period they are determined to be
necessary. The key assumptions about the future key sources of
estimation uncertainty that entail a significant risk of causing a
material adjustment to the carrying value of assets and liabilities
within the next financial year are described below.

Impairment Test of Property, Plant and Equipment,
Intangible Assets and Goodwill

The Group has carrying values with regard to property, plant
and equipment of CHF 5,733 million (2021: CHF 4,320 million),
goodwill of CHF 2,863 million (2021: CHF 2,986 million) and
intangible assets of CHF 2,231 million (2021: CHF 2,454 million)
(see notes 4 and 5). The intangible assets include trademarks
acquired through business combinations with a carrying value of
CHF 241 million (2021: CHF 252 million), which have an indefinite
useful life and are not systematically amortized. Goodwill and
intangible assets with indefinite useful lives are reviewed annually
for impairment. To assess if any impairment exists, estimates are
made of the future cash flows expected to result from the use
of the asset and its possible disposal. Actual outcomes could
vary significantly from such estimates of discounted future
cash flows. Factors such as changes in the planned use of
buildings, machinery or equipment, or closure of facilities, the
presence or absence of competition, technical obsolescence
or lower-than-anticipated sales of products with capitalized
rights could result in shortened useful lives or impairment. The
impairment analysis as explained in note 4 is sensitive to the
discount rate used for the discounted cash flow model, as well as
the expected future cash-inflows and the growth rate used for
calculation purposes. The key assumptions used to determine
the recoverable amount for the different cash-generating units
are further explained in note 4.2.

Pensions

Many of the Group’s employees participate in post-employment
plans. The calculations of the recognized assets and liabilities from
such plans are based upon statistical and actuarial calculations.
In particular, the present value of the defined-benefit obligation
is influenced by assumptions on discount rates used to arrive at
the present value of future pension liabilities and assumptions
on future increases in salaries and benefits.

Furthermore, the Group’s independent external actuaries use
statistically based assumptions, covering areas such as future
withdrawals of participants from the plan and estimates of life
expectancy. At 31 December 2022, the present value of the
Group's defined-benefit obligation was CHF 1,904 million (2021:
CHF 2,265 million). The plan assets at fair value amounted to CHF
1,896 million (2021: CHF 2,171 million), resulting, compared with
the present value of the pension obligation, in a funded status
deficit of CHF 27 million (2021: CHF 94 million) (note 22). The
actuarial assumptions used may differ materially from actual
results due to changes in market and economic conditions,
higher or lower withdrawal rates or longer or shorter lifespans
of participants and other changes in the factors being assessed.
These differences could affect the fair value of assets or liabilities
recognized in the balance sheet in future periods.

Environmental Provisions

Lonza is exposed to environmental liabilities and risks relating to
its operations, principally in respect of provisions for remediation
costs, which at 31 December 2022 amounted to CHF 399 million
(2021: CHF 394 million), as disclosed in note 12. Provisions for
non-recurring remediation costs are made when there is a legal
or constructive obligation and the cost can be reliably estimated.
It is difficult to estimate any future action required by Lonza
to correct the effects on the environment of prior disposal
or release of chemical substances by Lonza or other parties,
and the associated costs, pursuant to environmental laws and
regulations. The material components of the environmental
provisions consist of costs to clean and refurbish contaminated
sites and to treat and contain contamination at sites. The
Group’s future remediation expenses are affected by a number
of uncertainties that include, but are not limited to, the method
and extent of remediation and the responsibility attributable
to Lonza at the remediation sites, relative to that attributable
to other parties. The Group permanently monitors the various
sites identified as at risk for environmental exposures. Lonza
believes that its provisions are adequate, based upon currently
available information; however, given the inherent difficulties
in estimating liabilities in this area, there is no guarantee that
additional costs will not be incurred beyond the amounts
provided. Due to the uncertainty of both the amount and timing
of future expenses, the provisions provided for environmental
remediation costs could be affected in future periods.
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Income Taxes

At 31 December 2022, deferred tax assets of CHF 17 million
(2021: CHF 18 million), current tax receivables of CHF 30 million
(2021: CHF 28 million), deferred tax liabilities of CHF 556 million
(2021: CHF 540 million) and current tax payables of CHF 103
million (2021: CHF 129 million) are included in the consolidated
balance sheet. Significant estimates are required in determining
the current and deferred assets and liabilities for income taxes.
Certain of these estimates are based on interpretations of
existing tax laws or regulations.

Lonza operates in numerous tax jurisdictions and, as a result,
is regularly subject to audit by tax authorities. Lonza provides
for income tax-related uncertainties whenever it is deemed
more likely than not that a tax position may not be sustained
on audit, including resolution of related appeals or litigation
processes, if any. The provisions are recorded based on the
technical merits of a filing position, considering the applicable
tax regulations and are based on Lonza’s evaluations of the
facts and circumstances as of the end of each reporting period.

Management believes that the estimates are reasonable and that
the recognized liabilities for income tax-related uncertainties
are adequate. Various internal and external factors may have
favorable or unfavorable effects on the actual amounts of
estimated income tax assets and liabilities. These factors
include, but are not limited to, changes in tax laws, regulations
and/or rates, changing interpretations of existing tax laws or
regulations and changes in overall levels of pre-tax earnings.
Such changes that arise could affect the assets and liabilities
recognized in the balance sheet in future periods.

To address concerns about uneven profit distribution and
tax contributions of large multinational corporations, various
agreements have been reached at global level to introduce a
minimum tax rate of 15% at country level. In December 2021,
the Organization for Economic Co-operation and Development
(OECD) released a legislative framework, followed by further
guidance in March 2022, that is expected to be used by individual
jurisdictions to amend their local tax laws. Once changes to
the tax laws in jurisdictions in which the Group operates are
enacted, the Group may be subject to the top-up tax in certain
jurisdictions. At the date when the financial statements were
authorized for issue, none of the jurisdictions in which the Group
operates had enacted or substantively enacted the tax legislation
related to the top-up tax. Management is closely monitoring
the progress of the legislative process in each jurisdiction the
Group operates in.

Critical Accounting Judgments in Applying the Group's
Accounting Policies

In the process of applying the Group’s accounting policies,
management has made the following judgments that have
the most significant effect on the amounts recognized in the
financial statements (apart from those involving estimations,
which are dealt with above).
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Revenue Recognition

The Group has recognized revenues for sales of goods during
the year to customers who have the right to rescind the sale if
the goods do not meet the agreed quality. The Group believes
that, based on past experience with similar transactions, the
quality delivered will be accepted. Therefore, it is appropriate to
recognize revenue on these transactions in the reporting period.

Revenues are recognized only when, according to management’s
judgment, performance obligations are satisfied, control over
the assets have been transferred to the customer and no
future performance obligation exists. For certain transactions,
recognition of revenues is based on the performance of the
conditions agreed in particular contracts, the verification of
which requires evaluation and judgments by management.

The Group is required to determine the transaction price in
respect of each of its contracts with customers. In making
such judgment, the Group assesses the impact of any variable
consideration in the contract, due to potential refunds, contractual
price changes, batch success fees, estimated breakage, discounts
or penalties, additional commission paid by distributors, profit
sharing and the existence of any significant financing components.
In determining the impact of variable consideration the Group
uses accumulated experience to estimate the impact of variable
consideration.

The Group has various contractual agreements that contain
several components promised to the customer. As these contracts
may include multiple performance obligations, the transaction
price must be allocated to the performance obligations on a
relative stand-alone selling price basis. Management estimates
the stand- alone selling price at contract inception based on
observable prices of the type of product likely to be provided
and the services rendered in similar circumstances to similar
customers. If a discount is granted, it is allocated to both
performance obligations based on their relative stand-alone
selling prices. Contractually agreed upfront or other one-time
payments are allocated to the performance obligation to which
they relate.

Intangible Assets

The Group considers the Capsugel trade name acquired through
the business combination in 2017, as well as the trademarks
acquired in 2007 through the Cambrex business combination,
to have indefinite useful lives, as they are well established in the
respective markets and have a history of strong performance.

The Group intends, and has the ability, to maintain these
trademarks for the foreseeable future. The assumption of
an indefinite useful life is reassessed whenever there is an
indication that a trademark may have a definite useful life. In
addition, intangible assets with indefinite useful lives are tested
for impairment on an annual basis (see note 4).
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KPMG!
Statutory Auditor's Report

To the General Meeting of Lonza Group Ltd, Basel

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Lonza Group Ltd and its subsidiaries (the Group), which
comprise the consolidated balance sheet as at 31 December 2022 and the consolidated income statement,
consolidated statement of comprehensive income, consolidated cash flow statement and consolidated statement
of changes in equity for the year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at 31 December 2022, and its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with International Financial Reporting Standards (IFRS) and comply with
Swiss law.

Basis for Opinion

We conducted our audit in accordance with Swiss law, International Standards on Auditing (ISAs) and Swiss
Standards on Auditing (SA-CH). Our responsibilities under those provisions and standards are further described
in the “Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements” section of our report. We
are independent of the Group in accordance with the provisions of Swiss law, together with the requirements of
the Swiss audit profession, as well as the International Ethics Standards Board for Accountants’ International
Code of Ethics for Professional Accountants (including International Independence Standards) (IESBA Code),
and we have fulfilled our other ethical responsibilities in accordance with these requirements.

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

Key Audit Matters

REVENUE RECOGNITION

UNCERTAIN INCOME TAX POSITIONS AND RELATED TAX EXPENSES

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

KPMG AG
Zurich, 8 March 2023
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REVENUE RECOGNITION

Key Audit Matter

The Group’s recognition of revenue in a complete and
accurate manner is exposed to various risks. There are
two distinct risk factors that trigger revenue recognition
as a key audit matter:

— custom manufacturing agreements, and

— linkage of management’s incentive
compensation to annual revenue targets.

Due to market dynamics, the relevance of long-term
product supply agreements with certain of the Group’s
customers is significant. Under these agreements, the
Group constructs and launches new or reworked suites
dedicated to client specific manufacturing, which are
owned and operated by the Group to deliver the final
product. Extending over multiple periods such
agreements often include milestone and upfront
payments as well as the rendering of project
management services during the construction phase. To
a certain degree the identification and measurement of
distinct performance obligations and resulting revenue
recognition is subject to management’s judgment and
understanding of the individual customer contract.

This gives rise to the risk that revenue could be misstated
due to the incorrect identification and separation of
contractual components and related performance
obligations, resulting in an inappropriate timing of
revenue recognition.

Performance targets embedded in management’s
compensation incentive plans based on financial results
and achievement of targets are partially contingent on
the timing of revenue recognition. There is a risk of fraud
in revenue recognition due to the incentives
management may feel to achieve the targeted results.

Financial Statements

Our response

For significant existing, new and amended customer
manufacturing agreements, we assessed the
appropriateness of the identification and separation of
distinct performance obligations and the timing of
revenue recognition by making our own independent
assessment. Furthermore, we challenged and assessed
the qualification of performance obligations of significant
new and amended contracts.

As a response to the risk of fraud in revenue recognition,
we performed sample testing of revenue recorded during
the year and focused on revenue transactions taking
place before and after year-end as well as deferred
revenue transactions to determine that revenue is
recognized in the correct period. We tested the accuracy
of revenues recorded, based on inspection of customer
acceptance certificates, shipping documents, delivery
notes and cash receipts. Furthermore, we tested manual
journal entries on a sample basis and controls over the
recording of revenue in the relevant IT systems.

We also performed audit procedures to assess the
adequacy and accuracy of the Group’s revenue
recognition disclosures, as presented in the Group’s
consolidated financial statements.

For further information on revenue recognition refer to the following:

— Note 32 Accounting Principles

— Note 2 Revenues
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UNCERTAIN INCOME TAX POSITIONS AND RELATED TAX EXPENSES

Key Audit Matter

The Group operates in a complex multinational tax
environment giving rise to cross-border transactions and
complex taxation arrangements being subject to various
country specific tax laws. During the normal course of
business local tax authorities may challenge financing
arrangements between Group entities, transfer-pricing
arrangements relating to the Group’s manufacturing and
supply chain and the ownership of intellectual property
rights.

During 2022, the Group continued to update its transfer
pricing model. This triggered changes to the taxable
income of certain entities. It required management to
make assumptions and estimates related to the
measurement and recognition of resulting income taxes.

The Group has also recognized provisions for other
uncertain tax items, the estimation of which is subject to
management’s judgement.

Based on these complexities, uncertainties and
management's judgment involved in estimating the
income taxes, we identified the completeness and
valuation of uncertain income tax positions and related
tax expenses as a key audit matter.

Our response

Our audit approach included the use of local tax
specialists in all key jurisdictions to evaluate tax
provisions and potential exposures as of 31 December
2022.

In response to the implemented changes to the transfer
pricing model, we read and evaluated management’s
documentation. Our tax specialists assisted in
reperforming calculations and assessing
appropriateness of management’s conclusions.

We obtained explanations from management regarding
the known uncertain tax positions and analyzed
correspondence with taxation authorities to identify
uncertain tax positions. We assessed the adequacy of
management’'s taxation provisions by considering
country specific tax risks, transfer-pricing risks,
compliance risks and potential penalties and fines. We
critically reviewed and evaluated the judgements made
by management in assessing the quantification and
probability of significant exposures and the level of
provision required for specific matters.

Furthermore, we evaluated whether uncertain income tax
items were appropriately disclosed in the Group’s
consolidated financial statements.

For further information on income taxes refer to the following:

— Note 32 Accounting Principles
— Note 20 Taxes

Other Information

The Board of Directors is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the consolidated financial statements, the stand-alone financial
statements, the remuneration report of the company and our auditor’s reports thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.
Board of Directors’ Responsibilities for the Consolidated Financial Statements

The Board of Directors is responsible for the preparation of the consolidated financial statements that give a true
and fair view in accordance with IFRS and the provisions of Swiss law, and for such internal control as the Board
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of Directors determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Board of Directors either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Swiss law, ISAs and SA-CH will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with Swiss law, ISAs and SA-CH, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

— Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit 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
Group’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made.

— Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

— Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the Group audit. We remain solely responsible for our audit
opinion.

We communicate with the Board of Directors or its relevant committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Board of Directors or its relevant committee with a statement that we have complied with

relevant ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions taken to

eliminate threats or safeguards applied.

From the matters communicated with the Board of Directors or its relevant committee, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report, unless law or
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regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
In accordance with article 728a para. 1 item 3 CO and PS-CH 890, we confirm that an internal control system
exists, which has been designed for the preparation of consolidated financial statements according to the

instructions of the Board of Directors.

We recommend that the consolidated financial statements submitted to you be approved.

KPMG AG

= i)
Florin Janine Krapp Timothy Scott
Licensed Audit Expert Licensed Audit Expert

Auditor in Charge

Zurich, 8 March 2023
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Balance Sheet - Lonza Group Ltd

Assets’

CHF Notes 2022 2021
Non-current assets

Long-term financial assets:

- from third parties 37,500,000 16,250,000
- from subsidiaries and associates 2.2 2,361,765,620 2,436,756,431
Investments 2.1 4,748,394,547 4,748,387,303
Property, plant and equipment 76,824 118,589
Prepaid expenses and accrued income:

- from third parties 11,163,277 7,815,592
Total non-current assets 7,158,900,268 7,209,327,915
Current assets

Cash and cash equivalents 2.3 1,222,349,166 1,367,756,334
Short term financial assets:

- from third parties 2.3 977,796,031 1,642,553,775
- from subsidiaries and associates 2,492,741,284 1,102,429,597
Other short-term receivables:

- from third parties 4,345,026 8,487,430
- from subsidiaries and associates 44,991,059 31,371,423
Prepaid expenses and accrued income:

- from third parties 2,998,786 1,205,775
- from subsidiaries and associates 16,575,792 7,367,824
Total current assets 4,761,797,144 4,161,172,158
Total assets 11,920,697,412 11,370,500,073

' At 31 December
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Liabilities and Shareholders’ Equity"

Financial Statements

CHF Notes 2022 2021
Shareholders’ equity

Share capital 2.6 74,468,752 74,468,752
Legal capital reserves:

- Reserves from capital contributions 2.7 2,352,462,436 2,463,921,215
Legal retained earnings reserves:

— General legal retained earnings 37,234,376 37,234,376
Voluntary retained earnings:

- Available earnings:

- Profit brought forward 5,623,539,280 3,389,663,927
- Profit for the year 606,884,922 2,345,334,132
Treasury shares 2.8 (114,131,744) (176,650,172)
Total shareholders’ equity 8,580,458,022 8,133,972,230
Non-current liabilities

Long-term interest-bearing liabilities:

- to third parties 2.5 692,850,000 878,478,750
- to subsidiaries and associates 787,247,850 1,113,200,700
Long-term provisions:

- to third parties 18,162,429 17,081,550
Derivatives financial liabilities:

- to third parties 1,505,339 12,678,257
- to subsidiaries and associates 5,030,846 6,294
Total non-current liabilities 1,504,796,464 2,021,445,551
Current liabilities

Trade accounts payables:

- to third parties 2.4 3,112,005 2,339,486
- to subsidiaries and associates 2,322,501 3,180,845
Short-term interest-bearing liabilities:

- to third parties 2.5 184,783,125 0
- to subsidiaries and associates 1,319,950,345 957,232,417
Short-term provisions:

- to third parties 23,496,553 42,807,634
Accrued expenses and deferred income:

- to third parties 236,877,611 164,436,591
- to subsidiaries and associates 64,900,786 45,085,319
Total current liabilities 1,835,442,926 1,215,082,292
Total liabilities 3,340,239,390 3,236,527,843
Total liabilities and shareholders’ equity 11,920,697,412 11,370,500,073

' At 31 December
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Income Statement - Lonza Group Ltd

CHF Notes 2022 2021
Income

Dividend income 2.9 484,899,564 646,555,159
Royalties income 211,044,938 193,830,763
Other financial income 2.10 133,092,152 101,401,570
Other operating income 1,787,792 4,468,219
Other income from sale of business 2.13 6,230,167 1,631,750,010
Total income 837,054,613 2,578,005,721
Expenses

Other financial expenses 2.11 61,660,569 66,270,712
Personnel expenses 61,688,309 63,699,681
Other operating expenses 2.12 73,721,561 88,903,112
Depreciation on equipment 41,765 78,370
Direct taxes 33,557,487 13,719,714
Total expenses 230,169,691 232,671,589
Profit for the year 606,884,922 2,345,334,132
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Notes to the Financial Statements - Lonza Group Ltd

Financial Statements

Note 1

Principles

11
General Aspects

1.2
Financial Assets

13
Treasury Shares

14
Share-Based Payments

15
Short-/Long-Term Interest-Bearing Liabilities

1.6
Currency- and Interest-Related Instruments

17
Presentation of a Cash Flow Statement and
Additional Disclosures in the Notes

These financial statements were prepared according to the
provisions of the Swiss Law on Accounting and Financial
Reporting (32 title of the Swiss Code of Obligations). Where
not prescribed by law, the significant accounting and valuation
principles applied are described below.

Financial assets include short- and long-term loans to subsidiaries
and associates, along with third party financial investments.
Loans granted in foreign currencies are translated at the rate
at the balance sheet date.

Treasury shares are recognized at acquisition cost and deducted
from shareholders’ equity at the time of acquisition. In case of a
resale, the gain or loss is recognized through the shareholders’
equity as increase or decrease of available earnings brought
forward.

When treasury shares are used for share-based payment
programs, the difference between the acquisition costs and any
consideration paid by the employees at grant date is recognized
as other financial expenses or income.

Interest-bearing liabilities are recognized in the balance sheet at
nominal value. Discounts and issue costs for bonds or syndicate
loans are recognized as prepaid expenses and amortized on a
straight-line basis over the principal’s maturity period. Premiums
are recognized as accrued expenses and amortized on a straight-
line basis over the principal’s maturity period.

Currency- and interest-related instruments with a short-term
holding period are valued at their fair value as at the balance
sheet date. A valuation adjustment reserve has not been
accounted for.

As Lonza Group Ltd has prepared its consolidated financial
statements in accordance with a recognized accounting
standard (International Financial Reporting Standards IFRS), it
has decided to forgo presentation of a cash flow statement,
information on interest-bearing liabilities and audit fees in the
note disclosures as would be required by Swiss law.
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Note 2

Information on Balance Sheet
and Income Statement Items

21
Investments

Lonza Group Ltd holds the following direct subsidiaries as of 31
December 2022. For indirect principal subsidiaries, please see the
list in note 31to the Group’s consolidated financial statements.

Share Capital in 1,000 Direct Holding in %'

3112.2022 3112.2021 3112.2022 3112.2021
Capsugel Belgium NV Bornem, BE EUR 236,922 EUR 236,922 99.9% 99.9%
Capsugel Middle East Sarl Beirut, LB LPB 5,000 LPB 5,000 1.0% 1.0%
International School of Basel AG Reinach, CH CHF 20,900 CHF 20,900 1.5% 1.5%
Lonza AG Visp, CH CHF 60,000 CHF 60,000 100.0% 100.0%
Lonza Finance International NV Bornem, BE EUR 43,062 EUR 43,062 100.0% 100.0%
Lonza Group GmbH Waldshut-Tiengen, DE EUR 25 EUR 25 0.4% 0.4%
Lonza Holding Singapore Pte Ltd Singapore, SG USD 100,000 USD 100,000 100.0% 100.0%
Lonza (China) Investments Co. Ltd Guangzhou, CN USD 84,000 USD 84,000 100.0% 100.0%
Lonza Licences AG Basel, CH CHF 100 CHF 100 100.0% 100.0%
Lonza Sales AG Basel, CH CHF 2,000 CHF 2,000 100.0% 100.0%
Lonza Swiss Finanz AG Basel, CH CHF 100 CHF 100 100.0% 100.0%
Lonza Swiss Licences AG Basel, CH CHF 100 CHF 100 100.0% 100.0%
Lonza USA Inc. Wilmington, US usD? usD? 100.0% 100.0%
Seed Fund Cycle-C3E (A), L.P. Montreal, CA CAD 1,000 CAD 1,000 100.0% 100.0%

! Rounded amounts
2 Share capital USD 5.00

2.2
Long-Term Financial Assets

2.3

Cash, Cash Equivalents and

Short-Term Financial Assets

Following the sale of the Lonza Specialty Ingredients
business, Lonza parked the excess cash into short-term
plain vanilla instruments, such as overnight deposits, bank
term deposits, notice deposits and short-term money
market funds in line with the Group’s investment policy. At
year-end 2022, Lonza Group Ltd maintained a total balance

24
Trade Accounts Payables
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Lonza Group Ltd issued subordination agreements of CHF
384 million (2021: CHF 389 million) on loans to subsidiaries and
associates.

of CHF 2.2 billion, thereof CHF 1.2 billion was classified as
cash & cash equivalents (cash at banks and bank deposits
with maturities less than 3 months). Furthermore, Lonza
held short-term investments amounting to CHF 1.0 billion,
thereof bank deposits with maturity between three and six
months totaling CHF 0.7 billion (classified as financial assets
at amortized costs) and investments into short-term money
market funds of CHF 0.3 billion (classified as financial assets
at fair value through profit or loss).

Trade accounts payables include liabilities to personnel welfare
institutions of CHF 661,432 at 31 December 2022 (2021: CHF
277,914).
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Short-Term and Long-Term Interest-Bearing Liabilities

CHF 2022 2021
German Private Placement 230,973,125 239,518,750
Term loan Facility B1 / B2 USD 700 Mio 646,660,000 638,960,000
Total long-term interest-bearing liabilities 877,633,125 878,478,750

Credit Rating

In January 2019, Lonza announced that Standard & Poor’s (S&P)
rated the company with an investment grade rating of BBB+
and stable outlook. The rating has been confirmed by S&P
since then and Lonza is committed to maintaining a strong
investment-grade rating going forward.

Debt Repayments

Following the successful closing of the sale of the Lonza
Specialty Ingredients business and the receipt of the disposal
net proceeds in July 2021, Lonza did not issue any new bonds
or other debt securities neither in 2021 nor in 2022.

In 2021, Lonza repaid its scheduled debt maturities of CHF 352
million equivalent related to the Schuldschein. In addition, Lonza
decided to early repay floating rate Schuldschein notes totaling
CHF 432 million equivalent.

2.6

Share Capital and Authorized Capital

The share capital on 31 December 2022 comprised 74,468,752
registered shares (2021: 74,468,752) with a par value of CHF 1
each, amounting to CHF 74,468,752 (2021: CHF 74,468,752).

Contingent Capital

The share capital of Lonza Group Ltd may be increased through
the issuance of a maximum of 7,500,000 fully paid-in registered
shares with a par value of CHF 1each up to a maximum aggregate
amount of CHF 7,500,000.

German Private Placement (Schuldschein)

Following the repayments above, Lonza maintains two fixed
rate notes of the dual-currency Schuldschein issued in August
2017. Remaining notes are repayable in 2023 (EUR 187.5 million)
and 2024 (USD 50 million).

Syndicated Loan Facilities
In 2019, Lonza signed a Syndicated Loan Facility with a consortium
of banks containing Term Loans and a Revolving Credit Facility (RCF).

The Term Loan tranches of USD 500 million and USD 200 million
carrying floating interest rates are repayable 2025 and 2026
respectively.

The RCF provides Lonza additional financial headroom of CHF
1billion due 2026, at floating interest rates. The facility was not
used as of 31 December 2022 nor in 2021.

Authorized Capital

The Board of Directors shall be authorized to increase, at any
time until 6 May 2023, the share capital of the Company through
the issuance of a maximum of 7,500,000 fully paid-in registered
shares with a par value of CHF 1each up to a maximum aggregate
amount of CHF 7,500,000. The capital increases in the form of
contingent capital and authorized capital may increase the share
capital of Lonza Group Ltd by a maximum aggregate amount
of CHF 7,500,000. The details and conditions are set out in
Articles 4 to 49ater of the Company’s Articles of Association.

At 31 December 2022, Lonza Group Ltd had a fully paid-in
registered capital of CHF 74,468,752 and a contingent capital
of CHF 7,500,000.

Reserves in the amount of CHF 37,234,376 (2021: CHF 37,234,376)
included in the financial statements cannot be distributed.
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27
Reserves from Capital Contributions

CHF 2022
Reserves from Capital Contributions at 1.1.2021 2,575,394,015
Dividend payout May 2021 (111,472,800)
Reserves from Capital Contributions at 31.12.2021 2,463,921,215
Dividend payout May 2022 (111,458,779)
Reserves from Capital Contributions at 31.12.2022 2,352,462,436
2.8
Treasury Shares
Total Average Rate Number of
Shares in CHF Transactions
Treasury shares at 1.1.2021, weighted average price 185,680 538.54
Acquisitions 2021 274,779 633.48 29
Distribution to Board members (1,950) 618.11
Distribution to LTIP share plans (178,886) 570.03
Treasury shares at 31.12.2021, weighted average price 279,623 631.74
Acquisitions 2022 98,000 590.12 13
Distribution to Board members (2,184) 555.56 4
Distribution to Executive Committee members (2,801) 633.86 2
Distribution to LTIP/LRSP/ShareMatch share plans (185,422) 631.75 5
Sale 2022 (90) 632.46 2
Treasury shares at 31.12.2022, weighted average price 187,126 609.92

29

Dividend Income

Dividend income in 2022 includes a dividend distribution from
Lonza Sales AG of CHF 331,000,000 (2021: CHF 248,205,000),
and from Lonza Holding Singapore Pte Ltd of USD 118,000,000
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(2021: USD 117,000,000). Capsugel Belgium NV elected not to

distribute a dividend in 2022 (2021: EUR 201,000,000).
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Notes 2022 2021
Interest on loans to subsidiaries 97,819,956 77,556,713
Gain on treasury shares 14 20,959,081 0
Bank interest 7,387,565 301,951
Net gain financial instruments 4,377,961 20,769,424
Other 2,547,589 2,773,482
Total financial income 133,092,152 101,401,570

Other Financial Expenses
CHF Notes 2022 2021
Interest on deposits subsidiaries 24,923,765 27,106,385
Bank interest and fees 24,606,550 17,525,233
Negative interest rates on investments 9,909,364 8,516,558
Amortization of discounts and issue costs 1,585,599 3,412,494
Loss on treasury shares 1.4 541,336 7,878,164
Net exchange rate loss 93,955 1,750,943
Other 0 80,935
Total financial expenses 61,660,569 66,270,712
Other Operating Expenses

CHF 2022 2021
Consulting expenses 63,751,254 78,878,986
Administrative expenses 6,840,304 6,922,316
Other operating expenses 3,130,003 3,101,810
Total other operating expenses 73,721,561 88,903,112

213

Other Income from Sale of Business

On 23 July 2020, Lonza Group Ltd's Board of Directors decided
to divest the Lonza Specialty Ingredients business via a sale
process, which was initiated in the second half of 2020.

On 8 February 2021, Lonza announced that it has entered
into a definitive agreement with Bain Capital and Cinven. The
divestment of the former Specialty Ingredients business was
completed on 1July 2021 resulting in cash proceeds of CHF 2.5
billion and was finally settled before 31 December 2021. Some
post-closing purchase price adjustments resulted in a gain of
CHF 6 million in 2022.
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Note 3

Other Information

31
Full-time Equivalents

3.2
Contingent Liabilities,
Guarantees and Pledges

3.3
Major Shareholders

34
Share Ownership of the Members of the Board
of Directors and the Executive Committee

3.5
Shares for Members of the Board
and Granted Equity Awards for Employees

At 31 December 2022, Lonza Group Ltd had 84 employees
(2021: 78).

At 31 December 2022, indemnity liabilities, guarantees and
pledges in favor of third parties totaled CHF 1,537,737,781(2021:
CHF 1,593,333,662). The company is a member of the Lonza
Group value-added-tax group in Switzerland and is thereby
jointly and severally liable to the federal tax authorities for
value-added-tax debts of the group.

In accordance with Art. 663c of the Swiss Code of Obligations:
See Significant Shareholders section in the Corporate Governance
Report.

In accordance with Art. 663c para. 3 of the Swiss Code of
Obligations: See note 28 in the Group's consolidated financial
statements and the Remuneration Report.

According to the share-based payments (see note 23 in the
Group's consolidated financial statements), Lonza Group Ltd
allocates treasury shares and equity awards as follows:

2022 2021
Number of Value Number of Value
Shares/Granted in CHF 1 Shares/Granted in CHF 1

Equity Awards Equity Awards
Shares allocated to members of the Board of Directors 2,184 1,213,347 1,950 1,205,319
Granted equity awards allocated to members of the Executive Committee 12,316 7,483,677 10,717 6,466,718
Granted equity awards allocated to other employees 3,256 2,014,397 2,862 1,631,340
Total 17,756 10,711,421 15,529 9,303,377

In 2022 Lonza Group Ltd employed 7 members of the Executive Committee (2021: 6).

3.6
Significant Events after the Balance Sheet Date

164

There are no significant events after the balance sheet date
which could impact the book value of the assets or liabilities.

The Company intends to initiate a share buyback program in H1
2023 of up to CHF 2 billion for the purpose of subsequent capital
reductions. The program is due to be completed in H12025.



Proposal of the Board of Directors
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nts

CHF 2022
Available earnings brought forward 5,623,539,280
Profit for the year 606,884,922
Available earnings at the disposal of the Annual General Meeting 6,230,424,202
Payment of a dividend (out of available earnings brought forward) in 2022 of CHF 1.75 (2021: CHF 1.50) per share on the share

capital eligible for dividend of CHF 74,281,626 (2021: 74,305,853) (129,992,845)
Available earnings carry-forward 6,100,431,357
CHF 2022
Legal capital reserves qualified as reserves from capital contributions 2,352,462,436
Reserves from capital contributions 2,352,462,436
Payment of a dividend (out of reserves from capital contributions) in 2022 of CHF 1.75 (2021: CHF 1.50) per share on the share

capital eligible for dividend of CHF 74,281,626 (2021: 74,305,853) (129,992,846)
Available reserves from capital contributions carry-forward 2,222,469,590
CHF 2022
Proposed payment of a dividend out of available earnings brought forward 129,992,845
Proposed payment of a dividend out of reserves from capital contributions 129,992,846
Total proposed payment of a dividend 259,985,691

If the General Annual Meeting approves the above proposal for
appropriation of available earnings and distribution of reserves
from capital contribution, a dividend of total CHF 3.50 per share
will be paid. 50% of such dividend will be paid out as repayment
from reserves from capital contributions without deduction of
Swiss withholding tax in accordance with Art. 5 para. 1° of the
Federal Law on Withholding Tax. The other 50% of such dividend
will be paid from available earnings. The last trading day with
entitlement to receive the dividend is 8 May 2023. As from 9
May 2023 (ex-date), the shares will be traded ex-dividend. The
dividend will be payable from 11 May 2023.
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KPMG
Statutory Auditar's Report

To the General Meeting of Lonza Group Ltd, Basel

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Lonza Group Ltd (the Company), which comprise the balance sheet
as at 31 December 2022, and the income statement for the year then ended, and notes to the financial statement,
including a summary of significant accounting policies.

In our opinion, the financial statements comply with Swiss law and the Company’s articles of incorporation.

Basis for Opinion

We conducted our audit in accordance with Swiss law and Swiss Standards on Auditing (SA-CH). Our responsi-
bilities under those provisions and standards are further described in the “Auditor's Responsibilities for the Audit
of the Financial Statements” section of our report. We are independent of the Company in accordance with the
provisions of Swiss law, together with the requirements of the Swiss audit profession and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. We have determined that there are no key audit matters to com-
municate in our report.

Other Information

The Board of Directors is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the consolidated financial statements, the stand-alone financial
statements of the Company, the sections “Highest Compensation Paid to a Member of the Executive Committee”,
“Aggregate Compensation of the Executive Committee”, “Payment to Departed Executive Committee Members in
2022” and “Compensation of the Board of Directors 2022 - Implementation” of the remuneration report and our
auditor’s reports thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other infor-
mation, we are required to report that fact. We have nothing to report in this regard.

Board of Directors’ Responsibilities for the Financial Statements
The Board of Directors is responsible for the preparation of the financial statements in accordance with the provi-

sions of Swiss law and the Company’s articles of incorporation, and for such internal control as the Board of

KPMG AG
Zurich, 8 March 2023
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Directors determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going con-
cern basis of accounting unless the Board of Directors either intends to liquidate the Company or to cease opera-
tions, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opin-
ion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accord-
ance with Swiss law and SA-CH will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Swiss law and SA-CH, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

— Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or er-
ror, design and perform audit procedures responsive to those risks, and obtain audit evidence that is suffi-
cient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement re-
sulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, inten-
tional omissions, misrepresentations, or the override of internal control.

— Obtain an understanding of internal control relevant to the audit 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
Company’s internal control.

— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made.

— Conclude on the appropriateness of the Board of Directors’ use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company'’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future events or condi-
tions may cause the Company to cease to continue as a going concern.

We communicate with the Board of Directors or its relevant committee regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant deficiencies in inter-
nal control that we identify during our audit.

We also provide the Board of Directors or its relevant committee with a statement that we have complied with rel-
evant ethical requirements regarding independence, and communicate with them all relationships and other mat-
ters that may reasonably be thought to bear on our independence, and where applicable, actions taken to elimi-
nate threats or safeguard