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Sulzer specializes in pumping solutions, services
for rotating equipment, and separation, mixing,
and application technology. We create reliable
and sustainable solutions for the oil and gas,
power, water, and general industry markets.
Combining engineering and application exper-
tise, our innovative products and services add
value for our customers and strengthen their
competitive positions. Sulzer serves custo-
mers around the world through a network of
over 180 locations in more than 40 countries.
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Sulzer made good progress in 2016 on its transformation journey. Our primary goal is to make our company a sustainable leader in
its segments. On our journey, we take measures to ensure that our business activities do not conflict in any way with compliance,
human rights, or environmental obligations.

Sulzer advocates the protection of internationally proclaimed human rights throughout its value chain. The company’s Code of Busi-
ness Conduct serves as point of reference for upholding fundamental human rights, working conditions, occupational health and
safety, business ethics, and environmental law. Over the past two years, we have globalized the management of our supply chain
and implemented a Global Supplier Qualification Process (GSQP) for potential and existing suppliers. Thanks to GSQP, we can en-
sure that the quality standards and sustainable supply chain practices of our global supplier base are in line with our own.

At Sulzer, we encourage our employees to try new things and to be entrepreneurial, and we have a high tolerance for failure. What
we absolutely do not tolerate is anything linked to non-compliant behavior. As set out in our Code of Business Conduct, we expect
our employees to report all incidents that raise concerns of misconduct or violations of laws, regulations, or company policy. Sulzer’s
compliance hotline provides employees with one of many options for reporting (potential) violations of laws or internal rules.

Through a centralized reporting system and local initiatives, Sulzer monitors and drives its sustainability efforts globally and locally.
Our innovative, reliable, and resource-conserving solutions help our customers save energy and reduce operating costs. Through
measures in the areas of energy consumption, greenhouse gas emissions, and hazardous as well as non-hazardous waste produc-
tion, we aim to reduce our environmental footprint.

Since we joined the United Nations Global Compact (UNGC) initiative in 2010, we have been actively supporting its Ten Universal
Principles of Responsible Business Conduct. We will uphold these principles also in the future.

Yours sincerely,

(e

Greg Poux-Guillaume
Chief Executive Officer



Letter From the CEO

About this document

Sulzer takes part in the United Nations Global Compact (UNGC) initiative. The UNGC is a strategic policy initiative. With their
membership, corporations express their commitment to align their operations and strategies with ten universally accepted principles
of responsible business conduct. The multistakeholder platform aims to team up actors from the business environment, civil and
labor society, and United Nations agencies. The UNGC seeks to build cooperation and promote partnership between business and
actors. In this way, it supports corporations in respecting and supporting a set of core values in the areas of human rights, labor
standards, the environment, and anticorruption.

One way an organization can communicate its commitment to the UNGC organization and society is to submit a Communication on
Progress (COP) report once a year. In 2017, Sulzer is submitting its updated COP report to demonstrate the company’s ongoing
accountability to the UNGC'’s Ten Principles of Responsible Business Conduct.


http://www.unglobalcompact.org/index.html

Principle 1

Businesses should support and
respect the protection of internationally
proclaimed human rights.

Principle 2

Businesses should make sure they are
not complicit in human rights abuses.
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Human Rights

At Sulzer, social compliance relies on a strong vision, values, the company‘s Code of Business Conduct,
and an efficient social compliance system. The Sulzer values act as an inner compass and guide all
activities. One of Sulzer’s values is committed people. Employees are committed to high standards and
show respect for people.

Sulzer has high expectations about its employees’ standards of behavior. The comprehensive Code of
Business Conduct must be signed by each employee. It features topics such as:
— Basic principles (including human rights)

— Accuracy and completeness of records

— Antitrust and unfair competition

— Conflicts of interest

— Employment issues

— Anticorruption, antibribery, business accommodations

— Cooperation with third parties

— International trade restrictions and boycotts

— Fraud and theft

— Insider trading

— Environment, safety, and health

The Code of Business Conduct is compliant with the Ten Principles of the UNGC. It calls on employees
to protect internationally proclaimed human rights. Sulzer refrains from cooperating with business part-
ners who violate fundamental human rights, such as using forced and compulsory labor or child labor.
Internal directives and guidelines as well as regular audits support the implementation of the code.
Compliance officers around the world deal with potential code violations, give advice on compliance
matters, and provide compliance training.

Comprehensive compliance management beyond legal requirements
Sulzer strongly fosters a speak-up culture and conducts its business in compliance with applicable laws
(“a clean deal or no deal”). Its internal regulative framework goes beyond legal minimum requirements.

The company has implemented a comprehensive compliance program that focuses on prevention. Its
main elements include the regular assessment of risks and the adherence to the Code of Business
Conduct. Further, Sulzer has defined internal rules that discuss boundaries, define processes, and
provide guidance and decision support. The company also uses tools such as the compliance hotline
to detect potential violations.

The company’s compliance network includes the group function Legal, Compliance, and Risk Manage-
ment and consists of 75 compliance officers. They ensure effective communication, provide support,
and assist in compliance investigations. In meetings, training sessions, and through phone conferen-
ces, they exchange knowledge and best practices. The compliance program is continually reviewed
and updated.


http://www.sulzer.com/en/About-us/Vision-Strategic-Priorities-and-Values
http://www.sulzer.com/en/-/media/Documents/Corporate/News_and_Media/Code_of_Business_Conduct/CoBC.pdf?

Human Rights

Training employees in compliance matters

The Code of Business Conduct and trainings guide Sulzer employees in ethically correct business
conduct. Sulzer has been training its employees for many years, mostly with e-learning tools and face-
to-face training sessions. In 2016, Sulzer employees completed 7 766 e-learning courses, and the com-
pany conducted webinars on specific compliance matters. Generally, 14 active courses are available to
all employees. For compliance officers, there is a specific “train-the-trainers” course, which aims to
transfer the training content to the local entities.

Supply chain organization

The Code of Business Conduct serves as point of reference for upholding fundamental human rights,
working conditions, occupational health and safety, business ethics, and environmental law throughout
Sulzer’s supply chains. Over the past two years, Sulzer has globalized the management of its supply
chain, which has facilitated the implementation of procedures across the whole business. These proce-
dures include a Global Supplier Qualification Process (GSQP) for potential and existing suppliers. GSQP
allows the systematic identification, selection, auditing, verification, and development of global suppliers
based on quality and sustainable supply chain practices and performance. Procurement carefully se-
lects and evaluates suppliers’ processes and products. This may include on-site visits and audit by in-
ternal sourcing personnel, particularly where a higher risk is identified. In case of non-compliance, either
the supplier will not be qualified or a corrective action plan will be implemented before the partnership
is continued. Sulzer's Terms and Conditions for its suppliers state that any supplier is required to res-
pect the Ten Principles of the United Nations Global Compact. During the financial year of 2016, there
have been no reports or findings of the presence of modern slavery or human trafficking in our supply
chain.

Banning conflict minerals from the supply chain

Sulzer has incorporated into its supplier due diligence program measures to ensure that its supply
chain is free of “conflict minerals”. Conflict minerals are known to have originated from conflict-affected
and high-risk areas where extraction, transport, trade, and handling of tin, tantalum, tungsten, and
gold may provide direct or indirect support to non-state armed groups or enable exploitive or
fraudulent activities.

L Find further information in the
Sulzer Annual Report 2016
(p. 44 and 62 - 63) and in the
Sulzer Code of Business Conduct


http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/News_and_Media/Code_of_Business_Conduct/CoBC.pdf

Principle 3

Businesses should uphold the
freedom of association and the
effective recognition of the right to
collective bargaining.

Principle 4

Businesses should uphold the
elimination of all forms of forced and
compulsory labor.

Principle 5

Businesses should uphold the
effective abolition of child labor.

Principle 6

Businesses should uphold the
elimination of discrimination in respect
of employment and occupation.

Geographical spread
of employees

2016

@® 53% Europe, Middle East, and Africa
® 27% Americas
20% Asia-Pacific
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Labor

Sulzer wants to create stable and open relations with social partners based on trust. The company
respects the right to freedom of association and collective bargaining for all its employees. Representa-
tives of employees are neither favored nor discriminated. As far as national legislation allows, Sulzer
promotes this fundamental right through its own Code of Business Conduct.

Eliminating all forms of forced and compulsory labor

International regulatory frameworks are significant to Sulzer’s compliance efforts. The company applies
the Organisation for Economic Co-operation and Development (OECD) Guidelines for Multinational
Enterprises, the United Nations’ Universal Declaration of Human Rights and its protocols, the UN Global
Compact (UNGC), and the International Labour Organisation‘s (ILO) Declaration on Fundamental Prin-
ciples and Rights at Work of 1998.

By signing Sulzer’s Code of Business Conduct, Sulzer and all its employees commit that they will comply
“with all employment and labor laws including those related to the elimination of all forms of forced and
compulsory labor (including child labor) and the prohibition against all forms of discrimination in employ-
ment under applicable laws.”

Besides emphasizing its clear commitment to the Code of Business Conduct, Sulzer sends out a self-
validation check to all members of the Sulzer Management Group (top 100 managers), the heads of all
Sulzer companies, and the compliance officers. An “annual acknowledgment letter” needs to be signed
every year. The signatories declare that they have neither violated the code nor do they have reason to
believe the code was violated within their area of responsibility. If the code was violated, they confirm
they were aware that the case was reported to the appropriate function within Sulzer. In addition, the
company sends out the letter to all controllers. The company’s integrated and comprehensive risk and
compliance mechanisms can confirm that there were no identified risks for forced and/or compulsory
labor incidents or child labor incidents.

Embracing cultural diversity and exchange

Sulzer welcomes a diverse workforce. People of different cultural backgrounds, nationalities, genders,
and ages collaborate and share ideas across the company. Through job rotation programs, internships,
and temporary relocations, Sulzer fosters cultural exchange. The company also believes in a speak-up
culture and encourages its employees to communicate openly. With tools such as an “ask your CEO”
e-mail address, CEO Skype meetings that everyone can participate in, and the intranet, the company
provides easy access to the top management. In 2016, 17.1% of the company’s workforce was female
(2015: 14.5%). Close collaboration with academic institutions enables Sulzer to attract talented young
women and men.

Driving safety excellence

The company lives out the “safety first” principle. It promotes several initiatives to further improve its

occupational health and safety culture and performance:

— Safe Behavior Program (SBP)

— Hazardous Materials Emissions and Exposure (HMEE) risk mitigation program

— Prohibited substances program on the elimination of recognized hazardous substances and chemi-
cals in Sulzer's products and facilities

— Prohibition on purchase and use of conflict minerals

— Continued commitment to globally aligning and harmonizing sustainability KPIs and metrics (SURE
database to collect and report on financial and extrafinancial data)


http://www.sulzer.com/en/-/media/Documents/Corporate/News_and_Media/Code_of_Business_Conduct/CoBC.pdf

Labor

Accidents
Improving safety is increasingly difficult with conventional safety control measures. An organization
needs to enable its employees to recognize hazards and anticipate risks while empowering them to act Number of cases AFR
in the interests of each other’s safety. To achieve a mature safety culture, Sulzer has had its Safe Beha- 140 5.0
vior Program (SBP) in place for four years. Since then, the company has achieved a 38% drop in its 4.5
accident rate. Raising awareness for safe behavior and developing skills is key for Sulzer. 120 4.0
100 3.5
Maintaining low accident frequency rate 80 2 3.0
All Sulzer sites are required to report on four health and safety key indicators every month: 60 ‘ 22
]
— The accident frequency rate (AFR) 40 15
— The accident severity rate (ASR) 20 -B. ;'g
— The number of major / minor accidents (including all cases of medical treatment and first aid) 0 9 B oo
— The number of occupational illnesses
In 2016, Sulzer was able to sustain the previous year’s performance and reached an accident frequency il 2‘5;29;scfjs:j;:;a;gads;;:;OSt day
rate of below two cases per million working hours. Nevertheless, the health and safety organization
X X X Accident frequency rate (AFR) in cases
faced severe challenges last year. In total, Sulzer suffered 51 cases of major accidents, which resulted per milion working hours

in 1414 lost working days. Tragically, one employee died while working at a customer’s site early in the
year. Thus, Sulzer is critically examining the entire system of operational health and safety management
in its service activities.

Sulzer continues to implement the SBP as its main vehicle for driving improvement in the safety culture.
In 2016, the company paid particular attention to developing and raising the safety program compe-
tence of both novice health and safety experts and critical management teams. In total, Sulzer held
three environment, safety, and health (ESH) training sessions and an additional five management work-
shops in Asia, Europe, and the Americas. In total, over 150 ESH professionals and middle- to senior-
level managers received training.

Key figures

Change
2016 2015 in +/-%

Accident frequency rate (AFR) Cases per
million working hours 1.8 1.9 -5.3

Accident severity rate (ASR) Lost days per
million working hours 51.2 48.1 6.4
Health and safety training hours 119153 106610 1.7
Voluntary attrition rate % 8.0 7.5 0.5
Share of women (of total workforce) % 171 14.5 2.5
Leaders from internal talent pipeline % 56.0 60.0 -6.7
Number of employees FTE 14005 14253 -1.7

O3 Find further sustainability data at
www.sulzer.com/sustainability

Find further information on social
sustainability in the Sulzer Annual
Report 2016 (p. 48 — 49) and in the
Sulzer Code of Business Conduct


http://www.sulzer.com/sustainability
http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/News_and_Media/Code_of_Business_Conduct/CoBC.pdf

Principle 7

Businesses should support a
precautionary approach to
environmental challenges.

Principle 8

Businesses should undertake
initiatives to promote greater
environmental responsibility.

Principle 9

Businesses should encourage the
development and diffusion of
environmentally friendly technologies.
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Environment

The global QESH (Quality, Environment, Safety, and Health) network and functional councils such as
HR, Legal and Compliance, and the global Procurement organization drive the sustainability agenda at
Sulzer. The ESH group function is in charge of company-wide environment, safety, and health manage-
ment, which includes defining and implementing ESH standards and initiatives. To ensure quality (Q)
management is close to the business, it is carried out on a divisional and a local level. Global functional
coordination teams are responsible for the information transfer and collaboration between the group
and divisional functions. The QESH officers consult with line management on QESH topics, establish
local organizations, and conduct regular training workshops.

Protecting the environment in three ways
Sulzer’s strategy to help protect the environment is threefold:

—

. Designing, developing, and manufacturing innovative, reliable, and resource-conserving solutions:
Because markets are changing fast, it is critical for companies to shorten their innovation cycles and
reduce time to market. Hence, technology experts around the world support Sulzer in the develop-
ment of products and services. In 2016, Sulzer invested CHF 71.4 million, or 2.5% relative to sales, in
research and development (R&D) (2015: CHF 73.4 million, 2.5% of sales). In total, the company filed
31 patents in 2016. Find more information about innovation and technology at Sulzer online or in the
Sulzer Annual Report 2016.

2. Helping its customers to manage and improve the entire product life cycle: The company’s life cycle
approach typically starts with the material extraction (mostly steel and polymer products) and ends
with a product’s end-of-life stage (for example, recycling). To improve its products at different stages
of the life cycle, Sulzer focuses on product design (eco-design). In this area, saving material resour-
ces, using green materials, and reducing energy consumption are particularly relevant. With regard
to materials, steel (ranging from low-carbon to high-quality alloys) and polymer materials are used in
many of the production processes. These are considered green engineering materials. Approximate-
ly two-thirds of all Sulzer products are energy intensive in their usage phase and have a long lifetime.
The design teams include cost of electric energy and CO, emissions of Sulzer products in their deci-
sions. The main reduction in the carbon footprint of Sulzer technology occurs through lower energy
consumption rates. Because lifetime extension solutions, such as a revamp or maintenance services,
require fewer resources than the construction of completely new solutions, Sulzer offers retrofit, re-
vamp, and similar services. In this way, capital-intensive systems are upgraded with energy-efficient
technologies and parts, and their disposal can be postponed.

3. Reducing the company’s own environmental footprint: Most of the material environmental impact
from Sulzer’s operations stems from:

— Energy consumption

— Greenhouse gas (GHG) / CO, emissions

— Hazardous and non-hazardous waste production


http://www.sulzer.com/en/Investor-Relations/Financial-Reporting/Annual-Results-2016/Business-Review/Sustainable-Development/Innovation-and-Technology
http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf

Environment

Sulzer makes the most effort in areas where it has the scale and resources to make an impact. Because
of the diversity of Sulzer’s businesses, the business units evaluate their environmental footprint and set
their own agendas for reducing their impact. Although having a car fleet policy makes sense in the ser-
vice business, it is less suitable for manufacturing plants that do not have many cars. Overall, the
company’s minimum target is to maintain but ideally to improve performance measured against working
hours.

In 2016, Sulzer continued to focus on sharing expertise across the company. A newly formed environ-
ment committee fosters the exchange of best practices. Furthermore, Sulzer is in the pilot phase of an
environmental awareness training for its locations.

Fluctuations in energy, greenhouse gas emissions, waste, and water data

The year 2016 was characterized by the company’s ongoing transformation. To adapt to the market
environment, Sulzer has reduced capacities. This results in larger fluctuations in energy consumption,
greenhouse gas emissions, waste, and water consumption at individual sites.

On the whole, both energy consumption and waste were reduced by 13% and almost 8% respectively,
largely due to reduced utilization rates. The rate of energy consumption per 1 000 working hours remai-
ned stable. Waste production per 1 000 working hours increased slightly because the company cleared
out obsolete inventory and stock.

In contrast, the total consumption of water increased significantly by 22%. This increase was almost
entirely due to two factors: First, the successfully growing Sulzer Mixpac Systems business was able to
increase production significantly in 2016. It invested heavily in new and more efficient plants and equip-
ment, which also consume considerably higher amounts of water for cooling parts and molds. Second,
one of the larger manufacturing plants implemented changes to its cooling systems and used ground
water instead of an aging refrigerant system. If these two factors are excluded, water consumption was
reduced throughout the company. Again, this is largely due to reduced utilization and adjustments in
capacities.

Complying with international laws and standards

Addressing the precautionary
approach

Sulzer is headquartered in Winterthur,
Switzerland. Switzerland adopted the
precautionary approach in its national
environmental regulations. These are
compliant with the Rio Declaration of
1992. Sulzer is committed to the pre-
cautionary principle and the polluter
pays principle in all its worldwide
activities. Tools such as Sulzer’s
integrated enterprise risk manage-
ment system (see Sulzer Annual
Report 2016, p. 68 — 69) support the
company in monitoring potential risks
and issues that may arise. Thus, it is
possible to identify potentially serious
or irreversible harm to the environment
early and to initiate countermeasures.

Energy consumption

As an international company, Sulzer complies with international and national hard law as well as with
soft law. Amongst other initiatives, the company participates in the Greenhouse Gas (GHG) Protocol
and the Carbon Disclosure Project (CDP). Sulzer’s integrated management system is based on global
standards and norms. All manufacturing and service activities are performed in accordance with its ISO
9001, ISO 14001, and OHSAS 18001 and / or SCC certificates. The company conducts internal and
external QESH audits regularly to ensure legal compliance and compliance with Sulzer’s internal stan-
dards and programs.
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http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
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Hazardous waste
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Reporting transparently and systematically

Sulzer collects extrafinancial data systematically at the site level. The company uses the number of total
working hours as a reference. Overall, 78% of total working hours report on environmental data. This is
slightly less than in 2015, because several smaller service centers were excluded from the data collec-
tion process. The coverage of HR and occupational health and safety data is 100% (of total working
hours). The organization collects extrafinancial data according to two different reporting cycles: The
reporting period for environmental data is October 1, 2015, to September 30, 2016. The reporting cycle
for HR data and the health and safety performance is January 1, 2016, to December 31, 2016. Regular
internal audits make sure that the reporting of the figures is accurate.
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[ Find further data and information
on ecological sustainability at

www.sulzer.com/sustainability and
in the Sulzer Annual Report 2016

(. 44; 46 — 47).

Key figures
Change
2016 2015 in +/-%
Energy GJ 845 056 970832 -13.0
— Energy consumption per working hours (whr) GJ per 1000 whr 37.3 37.2 0.1
— Share of electricity % 56.8 54.9 3.4
— Share of gases % 23.0 23.7 -3.1
— Share of fuels % 1.7 12.4 -6.1
— Share of fuel oils % 1.5 1.6 -5.9
— Share of district heating % 6.1 6.7 -8.5
— Share of other sources % <1 <1 -
Greenhouse gas emissions tons CO, eq. 91 440 105960 -13.7
— GHG emissions per working hours tons CO, eq.
per 1000 whr 4.03 4.06 -0.7
— GHG scope 1" tons CO, eq. 17690 20560 -14.0
— GHG scope 22 tons CO, eq. 56970 66290 -14.1
— GHG scope 3% tons CO, eq. 16780 19110 -12.2
Waste tons 26 811 29071 -7.8
— Waste per working hours tons per 1000 whr 1.2 1.1 6.1
By treatment
— Recycling % 77.4 66.5 16.4
— Waste to landfill/incineration/other treatment % 22.6 33.5 -32.6
By hazardousness
— Non-hazardous waste % 76.7 83.8 -8.5
— Hazardous waste % 23.3 16.2 43.9
Water m® 1600383 1311922 22.0
— Water consumption per working hours m? per 1000 whr 70.6 50.3 40.3

" Direct emissions from Sulzer stemming from primary energy sources such as natural gas and fuels used on-site.
2 Indirect emissions from secondary (converted) energy sources such as electricity and district heating.

9 Indirect emissions from the production and transport of fuels and gases not included in scopes 1 or 2.


http://www.sulzer.com/sustainability
http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf

Chemtech
Innovation Award

Employees are one of the most valuable
sources of innovation ideas. For this
reason, Sulzer’s Chemtech division
introduced a new ideation platform in
2015. This platform allows all employees
to post their ideas for innovations in
Sulzer’s technologies, products,

and applications. After they pass the
initial evaluation, the ideas enter the
company’s product innovation process.
By the end of 2016, employees from
different locations and business units
had submitted 72 ideas. Three of them
were realized and launched.

Sustainability Dashboard 11

72

ideas

products
launched

Donation

For 20 years, Sulzer’'s Houston Service Center in Texas,
USA, has been collecting money for the Boys and Girls
Harbor charity. Boys and Girls Harbor is a local non-profit
organization that provides a safe, caring home for children
that have been abused, abandoned, or neglected. In total,
the employees have collected and donated USD 1 million
to the charity in the past 20 years.

1 million
US dollars donated
in the past 20 years

Sulzer
Academy

for Pumps
and Systems

Sulzer provides training workshops for
interested engineers, operators, and main-
tenance personnel. The Sulzer Academy for
Pumps and Systems offers comprehensive
courses to help participants better under-
stand the centrifugal pumps and associated
auxiliary equipment that is used in their
facilities. The goal is to further develop the
competencies of the attendees so they can
react in time to changing demands and
situations within their plants. With more
effective and timely decisions, participants
are well prepared to ensure the reliability
of the operation of the systems and cope
with the unexpected.

180

participants
trained in 2016

Two Novel Skill Development
Initiatives in India

India is in transition from an agriculture-based economy to a knowledge-based
economy. In the future, the abilities of its people to create, share, and use
knowledge more effectively will decide its competitive edge. To reduce the global
skill shortages, Sulzer’s site in India has established training courses to support
the success of young people: the Earn and Learn program and the GET program.

Earn and Learn program

The unique Earn and Learn program is open
for young people both with and without a
college degree. It provides employment to rural
or semiurban youth who have completed at
least 12 years of formal schooling. In this way,
the company helps underprivileged students to
complete their bachelor’s degree while working
and introduces them to attractive opportunities
in the growing market.

GET program

The Graduate Engineer Trainee program (GET
program) is designed for new engineering
graduates who have demonstrated impressive
academic ability but who have little or no job

experience. With its training and development
1 0/ opportunities, the program eases candidates
o into the working world. It has been running

placement
rate

consistently for five years. The placement rate
is 100%, which means that every single graduate
has found a job after Sulzer’s training.
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Principle 10

Businesses should work against
corruption in all its forms, including
extortion and bribery.
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Anticorruption

The Sulzer Board of Directors and the Executive Committee are convinced that compliant and ethical
behavior in all aspects and on all levels is a precondition for a successful and sustainable future. The
ethical tone must be set at the top, carry through to the middle, and be transmitted to the entire organi-
zation.

Sulzer’'s Code of Business Conduct strictly forbids any form of bribery or corruption (irrespective of
whether the recipient is a public official or an employee of a private customer). Sulzer released a Com-
pliance Reporting and Investigation Directive to cover any violations of its code. This directive requires
the global compliance officers to document the consequences of reported compliance violations. The
following list summarizes a selection of relevant cases or allegations that must be reported immediately
through the matter management system:

— Bribes, kickbacks, or other incidents of corruption, irrespective of the magnitude of the case
— Conflict of interest issues (personal or financial) causing damage to an affiliate
— Insider trading issues

Group-wide directives and guidelines, such as the anticorruption and antibribery guideline, set the
frameworks for compliant behavior. In e-learning courses and/or classroom trainings, employees are
sensitized to compliance matters, and they learn how to act correctly in different business situations.
There are mandatory e-training sessions dedicated to the corruption topic.

Managing bribery and corruption risks

As part of Sulzer’s integrated risk management process, compliance risks are assessed regularly. The
results are discussed both with the management within the Sulzer Risk Council and with the Audit
Committee (composed of three Board members). The Audit Committee dedicates at least one full
meeting per year to risk management and compliance.

Sulzer’s risk management focuses on bribery and corruption risks. The company has had antibribery
and anticorruption guidelines in place since 2010. Further measures include a web-based process that
addresses the due diligence of intermediaries (see box on p. 13), a corporate-wide directive that sets
maximum levels for gifts and hospitalities given or received, and an e-training course to familiarize
Sulzer employees with the content of the directive. In 2016, local compliance officers conducted face-
to-face training sessions at 49 locations.

Detecting noncompliant behavior
To detect noncompliant behavior, the company has various instruments in place:

— Independent global compliance hotline: Sulzer offers a non-European, a European, and a special
Spanish and Portuguese hotline setup in order to meet mainly European national data protection
requirements. The independent partner distributes anonymized summary reports to Sulzer’'s Group
Compliance Officer every month. This summary helps Sulzer to define appropriate remedial actions.
As of December 31, 2016, the hotline had registered 73 reports in total.

— Independent ombudspersons: The Head of Corporate Auditing and the Deputy General Counsel
have been assigned this role. They report directly to a member of the Executive Committee and the
Chief Compliance Officer or General Counsel, respectively. Employees who report grievances in
good faith do not face punishment or retaliation and their concerns will be handled in confidence.
Typically, the ombudspersons investigate and remediate reported non-compliance through recom-
mendations or mediation.

— Monitoring tools, investigations, background checks, due diligence processes, and audits.



Anticorruption

Reports from the compliance hotlines, e-mails, telephone calls, or other communication tools trigger
internal investigations. In 2016, 59 investigations were conducted based on these reports. A total of 17
investigations required follow-up because of evidence of compliance violations. However, as in previous
years, most of the reports concerned non-material issues.

Compliance risk assessments

Sulzer performs the yearly compliance risk assessment process on a risk-based approach. Within this
process, different legal entities were assessed for specific compliance risks. Within Sulzer's compliance
risk catalog, different compliance risks for the business have been assessed. The methodology applied
includes external risk indicators like the Foreign Corrupt Practices Act (FCPA) but also internal business-
and compliance-specific risk indicators.

Assessing intermediary risks thoroughly

Working with third parties is always a high-compliance-risk area. To ensure that Sulzer’s cooperation
with intermediaries (e.g., agents, distributors, consultants) in the public and private sectors is compliant
with both legal and corporate regulations, Sulzer uses an intermediary risk assessment tool. Potential
intermediaries have to pass through a due diligence workflow to avoid corruption and bribery schemes
through third parties. A potential intermediary needs to pass four steps of Sulzer’s so-called Intermediary
Due Diligence Application (IDDA) before the final contract can be signed. A Sulzer directive supports this
process.

For example, if Sulzer works with a distributor in an emerging market, the intermediary risk-screening
software is used. Sulzer only signs an agreement if detailed information about the distributor is known,
the specific risks have been assessed, and the contract has been approved by various management
levels — dependent on the underlying risk exposures. Thus, the process helps to avoid corruption risks.

L Find further information in the
Sulzer Annual Report 2016
(p. 53 - 70) and in the Sulzer
Code of Business Conduct
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http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/Investors/Reports/2016/ar_16/01_sulzer_annual_report_2016.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/News_and_Media/Code_of_Business_Conduct/CoBC.pdf
http://www.sulzer.com/en/-/media/Documents/Corporate/News_and_Media/Code_of_Business_Conduct/CoBC.pdf
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