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Letter from the CEO

Sulzer is committed to creating profitable growth, while assuming its social and ecological
responsibility

Dear Reader,

Sulzer aspires to be a leader in energy efficiency. Our reliable and sustainable product and service
solutions enable our customers to both improve their costs and reduce their environmental footprint.

This stand-alone Sustainability Report, which follows the Global Reporting Initiative’s voluntary GRI
3.0 reporting standard, transparently reports on our extrafinancial performance and activities in 2013.
Besides providing an overview of our products, we will focus on the areas with the highest social and
environmental impact from organizational activities, such as our employees, health and safety, energy
consumption, and greenhouse gas emissions. We have also improved data coverage, and we report
in our Annual Report 2013 on a selection of environmental key performance indicators for Sulzer, with
and without Sulzer Metco. This is necessary because of the International Financial Reporting Stand-
ards (IFRS) with which Sulzer complies.

In 2013, Sulzer defined its market strategy as focusing on the three key markets oil and gas, power,
and water. As a consequence of the more focused key market strategy, a divestiture process was
started to sell the Metco division, which is primarily active in the transportation market. We also initiat-
ed significant changes last year with the goal of becoming an integrated and more customer-focused
company. The adapted operational structure, which has been effective since January 1, 2014, consists
of the Pumps Equipment division comprising pumps business and spares including an integrated Wa-
ter business unit. The Rotating Equipment Services division integrates maintenance and repair ser-
vices for turbines, compressors, generators, motors, and pumps. The Chemtech division remains un-
changed. As one integrated company, we can now offer one access point for customers and focus on
value creation and profitable growth.

With a global network of over 170 production and service locations, Sulzer's operations have an im-
pact on the global environment and society. We continuously evaluate and improve our impact on
economic, social, and ecological stakeholders with a dedicated system and a network of local quality,
environment, health and safety, and human rights experts. In 2014, we will intensify the collaboration
between our risk and compliance functions and introduce a new corporate reporting platform. This
platform will consolidate extrafinancial and financial data in one single environment. We will also con-
tinue to invest in promoting the life cycle thinking and LEAN mindset in all relevant activities. With this
proactive approach, we will not only stay ahead of, for instance, international regulation on product
and organizational efficiency, but Sulzer and our customers will also directly benefit from these opera-
tional excellence improvements.

Sustainability will remain at the core of Sulzer's strategy in the future. We will continue to be a credible
and competent partner who creates value for its key stakeholders. | thank all of our stakeholders for

their continued cooperation. | am also sincerely grateful to all Sulzer employees for their extraordinary
dedication. Your support and hard work make me confident that Sulzer will become one strong com-

pany.

Sincerely yours,

/e

Klaus Stahlmann, CEO
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Letter from the Head of QESH & SD

Sulzer wants to grow as one company into the future, but it will do this with respect for its em-
ployees, external stakeholders and the environment

Dear Reader,

For Sulzer, 2013 was a challenging year of strategic reorientation, organizational change, and cost
savings. Sulzer employees around the world worked very hard to shape our future as one company.
To overcome the challenges Sulzer currently faces, ongoing strategic realignment and optimization
measures are necessary. After all, Sulzer wants to remain a profitable and strong company that con-
tinues to support its partners in shaping sustainable markets.

In 2013, improving extrafinancial data quality and occupational health and safety (OHS) performance
was at the center of Sulzer's QESH efforts. With our OHS initiatives, we want to reach our corporate
visionary goal of zero occupational accidents and illnesses. Consequently, the global Hazardous Ma-
terials Emissions and Exposure and Safe Behavior Program to improve the company’'s OHS perfor-
mance and safety culture were sustained. With an accident frequency rate (AFR) of 3.3 in 2013, Sul-
zer did not achieve its annual target of 2.7 cases per 1 million working hours. In 2014, Sulzer's acci-
dent frequency rate (AFR) target is 2.7 cases per 1 million working hours.

Sulzer will allocate the necessary resources to continuously lower its Organizational and Product Envi-
ronmental Footprints. Environmental standards such as ISO 14001 will drive continuous organizational
and environmental improvements. Our product and service portfolio will consist of technologically
state-of-the-art solutions that are safe, reliable, and energy efficient. We will continuously invest in
improving product performance along the entire product life cycle. To support our customers in making
well-informed and sustainable decisions we will further work on the quality of information provided and
maintain the currently high level of transparency with regards to product solution life cycle impacts.

In October 2013, Sulzer had to announce a headcount reduction of 300 full-time employees (FTES)
due to the integration of the group functions and weaknesses in some business areas. Around 100
FTEs were affected at the headquarters in Switzerland. The other 200 positions were reduced in busi-
nesses facing weak demand, particularly in the wastewater pumps business and in electromechanical
services. Sulzer has assumed responsibility for the employees who were made redundant and has
developed comprehensive social plans together with the employee representatives to accompany
those employees with the best possible support.

As a result of the restructuring in 2013, the new organizational setup, which will be effective from Jan-
uary 1%, 2014, will merge Sulzer Pumps and Sulzer Turbo Services into two new divisions: an equip-
ment and a service division. This change will allow us to fully concentrate on exceeding your expecta-
tions. In 2014, corporate QESH and human resources will offer its services to its newly formed divi-
sions and Sulzer Chemtech in a new setup. In this new organizational structure, our focus will be on
increased cross-divisional collaboration and on quality, environmental, as well as health and safety
and human resources compliance. Operations will be managed increasingly from the top down in a
centralized manner according to leading KPIs.

An interdisciplinary team worked hard to prepare a new single reporting platform for its integrated in-

formation management system. In 2014, Sulzer will switch to this single platform that consolidates
financial and extrafinancial data, thereby paving the way for integrated reporting.

Ruth Blumer Lahner,
Head Corporate QESH and SD
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Sustainability at Sulzer

Our customers recognize us for our leading technologies and services and for delivering inno-
vative and sustainable solutions to shape sustainable markets

Sulzer’'s pump, separation and mixing technology, service solutions, and rotating equipment service
provisions enable our customers in the oil and gas, power, and water markets to provide in basic
needs such as safe access to energy and water in the technologically most advanced and sustainable
way. It's Sulzer’s goal to be the technology leader in energy-efficient solutions.

Our dedication to sustainability can be found in our vision, values, corporate culture, strategies, and
business models, as well as our operational context, where we are confronted with varying stakehold-
er expectations.

Corporate Values
= Customer partnership:
We exceed the expectations of our customers with innovative

and competitive solutions

= Operational excellence:
We perform on the basis of structured work processes and lean principles

= Committed people:
We are committed to high standards and show respect for people

Sulzer is passionate about and determined to exceed its customer expectations. So, it is great to be
recognized for outstanding performance. One way our partners have shown their recognition for our
outstanding economic, technical, HR, quality, and safety performance is by granting us awards in
2013.

Data include SEED full, light, and mini sites

From megatrends to sustainable success

Megatrends can provide a level of guidance to companies, but eventually will lead to disruptive or
incremental change in current business models. Sulzer strives to create value for all current and future
stakeholders without eroding the environment's carrying capacity - the livelihood base for future gen-
erations. The company’s business models are regularly revisited and assessed for their market fitness.
To build thriving future markets and societies, sustainable economic growth is indispensable. Simulta-
neously, growth must also be decoupled from the use of natural resources. Nevertheless, secure ac-
cess to and a constant supply of natural resources will increasingly put economies under severe pres-
sure and stress. Sulzer technologies and product solutions can relieve this stress; they support our
customers in providing sustainable solutions to current and future markets.

In Sulzer's Sustainability Report 2012, a wide range of megatrends that potentially influence Sulzer
were presented. One year later, Sulzer's management redefined, rescoped, and limited the number of
megatrends to the three with the most-promising growth potential:

=  Population growth (demand and sources)
= Urbanization (new and renewal of existing infrastructure)
= Efficient Resource Management (energy and water as well as green, sustainable technologies)

Climate Change

The threat of climate change to society has grown more convincing, but a lot of un-
certainty regarding the (re)action of actors remains. The consensus is that the in-
ternational policy debate resulted in agreements, such as the Cancun agreements
(2009) and the Durban Convention (2011), that the world most probably will not be
able to live up to under current policies. In 2012, the Massachusetts Institute of
Technology (MIT) projected scenarios that indicate that under current policies,
global temperature increase will range between 3.5°C and ca. 7°C by 2100. In
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popular debate various actors state that we need to stay below a threshold of 2°C
temperature rise or a CO, share of 450 ppm to be on the safe side. The latest In-
ternational Programme on the State of the Ocean (IPSO) report declares that alt-
hough the rise in the terrestrial temperature may pause, the ocean continues to
warm regardless. The 5™ IPCC report considers it 95% certain that anthropogenic
(man-made) greenhouse gas (GHG) emissions from CO,, CH,4, N,O and other in-
dustrial gases contribute to the overall warming trend in most regions of the world.
Responses to the climate change threat vary widely amongst actors:

= formal, complex, and slow international policy/framework negotiations

= independent, quickly and aggressively adopted policies of nations/regions

= business initiatives and investments that are not necessarily aligned with gov-
ernment policy

Political risks and opportunities potentially affect Sulzer's product portfolio and
markets (especially oil and gas and power). They are, amongst others, related to
the US first-ever climate change strategy. This strategy intends to cut power plant
emissions and set increasing fuel economy standards for the twenty-first century
transportation sector. Shale gas expansion in the USA, the UK’s decarbonization
strategy, and China’s push for its 12th five-year plan is further on the agenda.
Moreover, China'’s five-year plan includes regional carbon as well as national CO,,
S0O,, NOx/N,O intensity reduction targets. These initiatives are important for Sul-
zer's markets, since most have moved from supporting voluntary initiatives to fi-
nancially penalizing emitters. The European Emission Trading Scheme (EU ETS)
and other carbon taxation, for example, in Australia and Europe, are probably the
most distinguishable, prominent examples.

Strategic priorities as a guide for sustainable success

Sulzer's efforts to exceed the expectations of its customers are based on a clear analysis and projec-
tion of changing market conditions and customer demand. Sulzer’s four strategic priorities launched in
2012 provide the company with high-value- and high-margin-generating product and service solutions
for profitable growth. In 2012/13, the corporate center rolled out several strategic initiatives to substan-
tiate the four strategic priorities:

Technology leadership

Outstanding services

Continuous operational improvement
Collaborative advantage

Technology
Leaderzhip

Qutstanding
Services
one Company Customer

s one Sulzer orientation
Operational

Excellence

Collaborative

advantage

tIpcc (2013): Working Group | Contribution to the IPCC Fifth Assessment Report Climate Change 2013: The Physical Science Basis Summary for Policymakers

Sulzer Sustainability Report 2013

Page 4 of 71



SULZER

Technology leadership. Sulzer strengthens its innovation processes by systematically integrating cus-
tomer needs and sharing expertise. In addition, the company aims for more fundamental, innovative
steps that complement the numerous smaller incremental steps to bring new sustainable technologies
to market. Shorter time-to-money cycles, for instance, accelerate the innovation process, and open
innovation will play a critical role.

Sulzer strives to provide outstanding services to its customers. The company adapted its operational
structure - Sulzer Turbo Services’ and Sulzer Pumps’ service offerings will be consolidated from Janu-
ary 2014 onward. It also intensified its efforts to continuously improve customer responsiveness,
speed, and on-time execution as well as to leverage employee skills and knowledge on all levels. Sul-
zer, in meeting the needs of its customers, is constantly pushing the technological frontiers in order to
safely deliver outstanding sustainable services, even to the remotest, most-challenging, and most-
fragile environments.

Continuous operational improvement is pivotal to meeting the objective of creating value for Sulzer
and, in turn, our customers. With Sulzer’'s corporate LEAN and QESH programs, the company suc-
cessively builds up divisional and site expertise in operational excellence and discipline. Introduced in
2003, LEAN gained more prominence when it was integrated into Sulzer’s corporate values and man-
aged from 2010 to mid-2013 on a corporate level. From mid-2013 onward, LEAN activities have been
coordinated on a divisional level, closer to operations. In 2013, LEAN contributed through many pro-
jects to the improvement of system-level performance indicators, such as on-time delivery (OTD), lost
time (LT), and return on sales (ROS).

Sulzer has great potential to create value and advantages by collaborating across organizational
boundaries. It can thereby develop innovative solutions for shared customers and standardized pro-
cesses. Sulzer wants to take advantage of standardized processes and strengthen the one company
approach. Examples like the bundling and harmonization of purchasing power, as well as the offering
of corporate functions services (for example, IT, HR, QESH) across divisions, underscore the need for
this change.

Sulzer’s three key markets

| Equipment ‘

| Services ‘

Being present in 150 countries, Sulzer focuses on three markets oil and gas, power, and water. Sulzer
wants to serve these markets as one company and be both an equipment and a services company for
performance-critical applications. There will be a dedicated focus on the equipment business. This
way, Sulzer wants to leverage existing assets and capabilities, and it wants to look for synergies
across the divisions. For additional information on Sulzer’s three new strategic markets, please click
here.

Adapted organizational structure

In October 2013, Sulzer presented its new organizational structure that has now been effective since
January 1, 2014. The reorganization was necessary for sustainable growth as one company in the
future. The organizational setup includes:
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= Reorganization of Sulzer Pumps and Sulzer Turbo Services into two new divisions, known as
Pumps Equipment and Rotating Equipment Services to:
= cross-sell mechanical, electromechanical, and pump services
= |everage the complementary technical expertise

= offer services as one company with a combined global footprint and customer base

= Combining all water-related business activities (wastewater pumps, engineered water pumps,
etc.) in a Water business unit as part of the Pumps Equipment division

= Unchanged continuation of Chemtech operations

= Announcement to divest Sulzer Metco

= Laying-off of 300 full-time equivalents (FTEs) worldwide, of which 100 FTEs were at Sulzer head-
guarters, to save estimated cost of CHF 25 million per year

Sulzer Executive Commitiee

ica (EMEA)

Pumps Equipment

Vater

Asia-Pacific (AP)

Europe, Middle East, Africa (EMEA)

Rotating
Equipment
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Americas
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Measuring short-term economic, social, and environmental performance

To measure and manage corporate performance, Sulzer defined clear responsibilities and uses se-
lected financial, social, and environmental key performance indicators (KPIs) and metrics. Corporate
objectives and targets are regularly assessed against these KPIs on various organizational levels to
transparently report on progress and ensure continuous improvement. In 2013, Sulzer introduced the
SAP consolidation platform (SAP-BPC). It merges all extrafinancials (social, environmental, quality,
compliance and operational) data that were separately collected (in SEED and other databases) until
October 2013 with the financial data into a single reporting platform. In 2013, Sulzer used the net val-
ue added (NVA) for the last time for its financial ratios. NVA is defined as EBIT plus personnel cost. In
2014 extra financial the ratios will be harmonized with the financial ratios. After the below expectations
2013 midyear results and the ongoing reorganization of the company, Sulzer's midrange targets are
being revised.

Economic sustainability® Social sustainability® Ecological sustainability
. . . = New jobs created: = Energy consumption: 1.2 GJ /
- 282;}1% (2012: 9-|8%) o -89 (2012: 858) CHF 1000 NVA (2012: 1.0 GJ)’
! re.turn ;)n sa es. a erore- = Leadership succession rate: 71% = Direct CO, emissions: 0.020 t /
. ;tg‘ég_”fgégo/-e /z"o(fglﬁ 172/-1 %) (2011: 62%)° CHF 1000 NVA (2012: 0.016 t)°
: 12.6% ( : 14.7%) = Accident frequency rate: 3.3 » Hazardous waste: 0.005 t / CHF
= Order intake: 3 250 million (2012: (2012: 2.9) 6 1000 NVA (2012: 0.006 t)g

3 343 million)

2 All financials are Sulzer Group and restated (without Sulzer Metco) for fiscal years 2012 - 2013
% Sulzer Group

“Return On Sales Restated after restructuring

° Sulzer Group

® Sulzer SEED full, light and mini universe

7 Sulzer SEED full and light universe

8 Sulzer SEED full and light universe

° Sulzer SEED full, light and mini universe
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Delivering for stakeholders

Sulzer employs a proactive stakeholder engagement approach toward achieving its objectives.
The company aims to create sustainable value for all relevant stakeholders

Sulzer takes responsibility toward its stakeholders. The company acknowledges the relevance of and
the interdependency with its stakeholders and their stakes in order to achieve the company’s objec-
tives. The company maintains an open, ongoing relationship with its various stakeholders that should
be beneficial to all involved parties. Of particular interest to the company is the establishment of long-
term, reliable partnerships with critical stakeholders such as its employees, shareholders, customers,
suppliers, and the authorities. Dialogue to agree to and implement sustainable solutions for relevant
concerns continues.

United Nations Global Compact Swiss Network
\ Sulzer Ltd is a signatory member of the United Nations Global Compact (UNGC)
’ initiative and actively supports its ten Universal Principles covering human rights,
labor, the environment, and anticorruption. Please click the Communication on
Progress (COP) ‘Active Level report for our contribution to the ten principles. Addi-
tionally, Sulzer is represented in the board of the UN Global Compact Swiss Net-
work.

“ THe
N\ B

K
L gt

Stakeholder matrix

Besides long-term economic success, Sulzer’s primary concerns are occupational health and safety
and environmental protection. The company engages with stakeholders that are crucial for achieving
company objectives in an ongoing process.

Economic Social Ecological
SENELETE Investors Customers Suppliers EnTIEES LT Neighborhood and society Authorities Environment
group partners.
Objectives ) Partnership . Empowerment X i - L
Walue creation Partnership; secure supply Good citizen License to operate  Minimize negative impact
Customer satisfaction Engagement
Success factors profitability Effectivensss Efficiency Competence Legitimacy Compliance Eco-effectiveness
Competitiveness Efficiency Diversity Trust Eco-efficiency
Mai Sustainabl hi
8N MEASUTES - o -porate Governance Quality mgmt. Engl-:;ﬁl"ﬂ ) supply chan Building capabilties Create jobs Compliance mgmt.  Envir mgmt. system
Substituti fh d
Mid range planning (MRP}  LEAN mgmt. Long-term partnerships Promote differentiation ~ Community involvement mI;ter\aLIDn o azarcous
Customer relationship
mgmt. (CRM) Appraizal system Sponsorship LCA approach
Environmental Product Health & safety mgmt

Declarations (EPD}

Sulzer Code of Corporate Conduct, Corporate Directives, Regulations, and Guidelines

Sulzer’s key stakeholders are:

= Employees
= |nvestors
=  Customers
= Suppliers
= Authorities

Next to preserving good relations with its key stakeholders, Sulzer maintains good contacts with a
wider range of local, regional, and global interest groups. These include workers councils, industry
associations, universities, intergovernmental bodies, and communities associated with Sulzer's opera-
tions.

O6bu membership expanded to board membership
== |n 2013, a Sulzer representative was elected to the «8bu» (6kologisch besser un-
O ternehmen) board. The «6bu» claims that every fifth Swiss job belongs to an «8bu»
network member; it is one of Switzerland’s biggest sustainability promoters for the
corporate sector. A wide range of sustainability issues is covered, ranging from
climate change and green lobby to sustainable mobility.
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Stakeholder engagement process

SULZER

Sulzer engages with its internal and external stakeholders on an ongoing basis. The company is open
for engagement that ranges from non-committal dialogues to long-standing strategic partnerships.
Material, valid stakes are included in the yearly goal-setting process to maintain its freedom to oper-
ate. Managing for stakeholders has significant implications. Therefore, Sulzer promotes dialogical

approaches with maximum room for transparency and negotiation for all parties.

Collective labor agreements

In total, an estimated 50% to 60% of all Sulzer employees are covered by national
collective bargaining agreements. Coverage estimates are a result of national leg-
islation that does not always allow the company to collect the required information.
Sulzer continually collects data from country-specific legally unobjectionable

sources such as international and national works councils or unions.

Engagement is context specific, manifold, and ongoing, but always fair and conducted in a culturally
sensitive manner. Sulzer builds on a long tradition of establishing stable, trustworthy, and open busi-
ness relationships. Respect for every individual's fundamental rights, as set out in the UNDHR and
ILO Declaration, is the foundation of these interactions. At Sulzer, all employees are obligated to sign
the Sulzer Code of Business Conduct that explicitly requires respect for fundamental human rights.

We are not perfect, but every day we work hard to get better.

Restructuring and downsizing in cooperation with the Works Councils

Sulzer’'s European Workers Council (EWC) formally represents the employees of
the Sulzer group of companies in Europe. At the end of 2013, 6 158 of 7 762 Sul-
zer employees from the European countries were directly represented by the EWC
representatives of Sulzer. The EWC country representative is the link between the
EWC and its local works council(s) the EWC started to collaborate more intensely
with in 2013. Sulzer and the EWC established an agreement about notification and
hearings, insofar as workplaces are affected. To be compliant with labor law and
national terms regarding interaction with works councils, Sulzer has not set any
minimum notification period.

Mid-2013, Sulzer announced that it was going to lay off 300 FTEs globally because
of cost savings and organizational restructuring. The adapted operational structure
is going to be effective from January 1, 2014.

= 200 FTEs will be reduced due to weak demand, particularly in the wastewater
pumps business and in electromechanical services. Approximately 150 FTEs
had already been laid off before the announcement and 48 FTEs will be laid
off in Nordmaling, Sweden because of overcapacity in the Wastewater busi-
ness unit. Parts of the production will be transferred to the Sulzer Pumps Wex-
ford site in Ireland

= 100 FTEs at Sulzer's global as well as Sulzer Pumps' and Sulzer Turbo Ser-
vices' divisional headquarters in Winterthur, Switzerland. As a social partner,
the Swiss Workers Council (SWC) has an information and hearing right on the
employment situation and its foreseeable development, as well as fundamen-
tal changes of the organization. In 2013, the SWC represented 1413 Sulzer
employees and was invited to develop a social compensation plan. As an out-
come of the negotiations with the SWC, 50 jobs will effectively be cut, where-
as the other 50 FTEs will be cut through relocation, early retirement or out-
sourcing. Most Swiss Sulzer employees are subject to a collective labor
agreement that is valid for the Swiss electrical and mechanical engineering in-
dustries and associated technology-oriented sectors

The stakeholder matrix depicts objectives, success factors, and main measures that operationalize the
engagement with each stakeholder group. In comparison to 2012, the stakeholder group “authorities”
was added to Sulzer's stakeholder matrix. The changing regulatory and legislative environment and
increased interventions in extrafinancial topics and issues of legislative authorities on various levels

prompted Sulzer to revalue this stakeholder group’s relevance.

Sulzer Sustainability Report 2013
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SULZER

Materiality matrix

The identification, analysis, and projection of stakeholder requirements and issues are a continual
process at Sulzer. A timely and comprehensive overview of relevant requirements and issues enables
the company to systematically identify, plan for, and address key concerns. Relevant topics of concern
feed into Sulzer’'s decision-making processes and build the basis for the external sustainability report-

ing on an ongoing basis.

Materiality matrix

Impact on Sulzer

Water Human Rights
consumption Labar conditions

Community engagement

Prioritization of intervention according stakeholders

Intense dialogue with various stakeholders, such as investors, customers, suppliers, employees, and
authorities, has resulted in a list of material issues to the company. Sulzer regularly updates this mate-
riality index. The company uses it to effectively allocate and distribute its resources to topics of per-
ceived urgency and importance. In 2013, Sulzer engaged with many stakeholders. Topics regularly
addressed can be found in the table in this passage and throughout this report.
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Integrating Sustainability

Sulzer wants to do business in a responsible way. Responsibility comes at a price we are more
than willing to pay. In the end, Sulzer wants to be successful on the market for generations to
come

At Sulzer, the sustainability agenda is driven mainly via the:

= Sustainability Council
= functional councils (QESH, human resources, legal, a.s.0.)
= global QESH network.

The Sustainability Council is the highest organ on the operational level in which top management and
all heads of corporate supporting functions share and decide on sustainability issues. In 2013, the
Sustainability Council held one meeting (2012: 2). Agenda topics were Environmental Safety Govern-
ance (ESG) investments/investors and corporate extrafinancial reporting. In the Functional Council,
corporate QESH officers, divisional QESH officers, and corporate quality, environment, safety, health,
and sustainable development (QESH & SD) typically lead and manage global initiatives, such as Sul-
zer's Safe Behavior Program (SBP), with high visibility and impact. To ensure successful implementa-
tion, CQESH & SD liaises with representatives of supporting and operational functions on every organ-
izational level (multi-tier network). The objective is to improve the company’'s sustainability perfor-
mance by providing:

= strong management frameworks
= the required skill set
= expertise or consultancy

to operational line management for successful execution and implementation of the initiatives.

QESH and SD Network

To ensure vertical and horizontal information transfer as well as collaboration between the corporate
functions and the divisional functions, Sulzer installed global functional coordination teams. The staff
functions facilitate the transfer between the functional and vertical organization.

Sulzer QESH horizontal organization consists of corporate, divisional, and local officers, which allows
the bottom-up as well as top-down coordination and exchange of information. The heads of the divi-
sions ensure that corporate objectives are translated into divisional objectives, targets, and measures,
which are then implemented on the site level. The councils are self-organizing and hold meetings
regularly. Corporate and divisional functions are full-time jobs. In any other case, operational man-
agement and national law defines how many QESH officers an organization needs to employ. The
regularly trained QESH officers consult line management on QESH topics, establish local QESH or-
ganizations, and conduct regular trainings. Sulzer's QESH network main goal is to be compliant with
national and international applicable quality, environment, health, and safety law. In 2013, Sulzer's
QESH and compliance network comprised 412 FTEs, most of them (47%) working in quality manage-
ment. In 2013, 185 FTEs were working for human resources and 107 FTEs for compliance.

FTEs=

450
400
350
300
2350
200
150
100
50

201 2012 2013

muality
mEnvironment
Health & Safety

Data include SEED full, light, and mini sites
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Adherence to QESH standards

As a multinational company, Sulzer complies with international and national hard law, as well as soft
law such as (voluntary) industry standards and norms, guidelines, and declarations. From a sustaina-
bility perspective, the following international regulatory frameworks are significant to Sulzer’s compli-
ance efforts:

=  OECD Guidelines for multinational enterprises

= United Nations’ Universal Declaration of Human Rights and its Protocols
= |LO’s Declaration on Fundamental Principles and Rights at Work of 1998
= UN Global Compact

=  Greenhouse Gas (GHG) Protocol

Sulzer works every day to be compliant and get the requirements integrated into its management
frameworks, systems, and processes.

Worldwide ISO 9001, ISO 14001, and OHSAS 18001 certification

Sulzer’s integrated management system is based on global standards and norms. Internal
targets must be aligned with current QESH certification trends, such as umbrella certifica-
tions on a divisional or business unit level substituting single-site certifications. To achieve
this, Sulzer QESH regularly revisits its QESH policy and targets as all manufacturing and
service activities must be performed under issued certificates 1ISO 9001, ISO 14001 and OHSAS
18001 and/or SCC. Regularly conducted internal and external audits ascertain correct functioning and
drive the continuous-improvement cycle. In 2013, the rate of certified sites in all three compulsory
management standards remained at a high level. In 2013, 94% (2012: 96%) of all employees worked
at sites that have received the ISO 9001; 83% (2012: 89%) the 1SO 14001; and 82% (2012: 91%) the
OHSAS 18001/SSC. These are Sulzer’s globally adopted standards for quality, environment, and OHS
management systems. The sites and divisions measure performance against several key performance
indicators (KPIs). In 2013, Sulzer harmonized the quality definitions and reporting procedures for high-
er comparability and transparency in corporate reporting. The corporate results will be visible in 2014,
when the new reporting platform will go live. Continuous improvement, strong customer orientation,
and compliance with all relevant product and process norms and standards enable Sulzer to be the
partner of choice.

Share
employses MNo. of awdits
oertified

0%
B0% //f

2011 2002

mmm no. of completed audis

e Share of sites 150 2001 certifed

e Share of sites 150 14001 certifed

= Share of sites OHSAS 18001/SCC certifed

Data include SEED full, light, and mini sites

Sulzer’s internal corporate QESH audits are compliance audits that go beyond minimum national legal
compliance requirements. Sulzer’'s risk-based approach when selecting sites for the internal QESH
audit program uses prioritization criteria such as size, exposure, risk, and historical performance. De-
pending on the audit score, a follow-up audit takes place every one to four years. Whenever required,
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corrective or remedial action plans are developed with the responsible management and systematical-
ly monitored by CQESH. They include prompt follow-up calls, reaudits and the final closing of findings.
In addition to internal audits, Sulzer engages specialized third-party expert firms to conduct health and
safety compliance audits.

Health protection improvements at Sulzer Turbo Services Melbourne, Australia
Sulzer set compulsory, globally valid minimum requirements for procedures for risk
control and mitigation of hazards arising from exposure to emissions of hazardous
materials. In addition to providing ongoing training, the sites are obligated to con-
duct regular workplace risk assessments. As a result, the local team at Sulzer Tur-
bo Services in Melbourne wanted to further improve the air quality in its workshop.
Welding creates potentially harmful fumes. Sulzer employees may unwillingly be
exposed to when the proper protective measures are not in place. To optimize the
fume extraction from welding, a special booth was installed that meets the Austral-
ian as well as Sulzer's internal Hazardous Materials Emissions and Exposure
(HMEE) standards. Subsequently, the interior air quality improved, and this makes
the workshop a safer and healthier workplace.

Sulzer LEAN

Operational excellence is a corporate value and strategic priority at Sulzer. Since 2010, Sulzer has
been very successful in reducing any kind of waste on all levels with its corporate LEAN program. The
program was designed to successively build up divisional expertise. The divisional experts were
trained to continuously challenge their respective process landscapes and they receive support to
improve them.

From 2010 to mid-2013, LEAN was driven via an internal, cross-divisional expert network that was
managed on a corporate level. From mid-2013 onward, LEAN activities have been led from a division-
al level, closer to operations. Last year, Sulzer launched the LEAN online platform. It lists comprehen-
sive (assessment) tools and trainings that are continuously improved by the divisional/business unit
LEAN managers/officers.

The following LEAN statistics and insight story clearly show that operational excellence and discipline
can benefit both Sulzer’s financial and QESH performance. For example, the interplay between Sulzer
LEAN and QESH activities can eventually reduce waste of all kinds and improve Sulzer’'s profitability.
Until September 30, 2013, over 500 improvement activities were initiated and more than 400 closed.
On this cutoff date, over 280 LEAN projects were active whereof approximately 50% of the projects
are related to delivery and 30% to quality and safety. The interactive online self-assessment center
proved valuable for the LEAN project teams when reviewing progress over time or searching for simi-
lar improvement activities for best practices or collaboration cross-divisionally.

Paint consumption reduction at Sulzer Pumps Brazil

Late in 2012, Sulzer Pumps Brazil revisited its painting process due to relatively
high lead times (rework), paint consumption, and a potentially unsafe workplace
because of the high air pressure needed during the painting process. With LEAN
instruments, such as root cause analysis, the team analyzed the situation and de-
veloped a new process that resulted in a safer workplace because the air pressure
could be reduced considerably (-60%). Additionally, paint consumption could be
reduced by more than 60% and lead times by more than 40% to two days on aver-
age.
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Code of Business Conduct and Compliance

Sulzer is strongly dedicated to conducting its business in a compliant manner, fosters a
“speak-up” culture, and rigorously enforces applicable norms. The internal regulative frame-
work goes beyond legal minimum requirements

Code of Business Conduct

Sulzer is strongly dedicated to conducting its business in a compliant manner and to observing ethical
business principles. As laws become more sophisticated, continuous improvement is necessary.

Social compliance relies on a strong communicable vision, values, and the Code of Business Conduct.
Since 2003, all Sulzer employees worldwide sign an acknowledgment stating that they will adhere to
the Sulzer Code of Business Conduct. The current version of the code is effective as of April 1, 2010.
It is available in nineteen languages and in an electronic educational presentation to ensure a proper
understanding at all sites and provide guidance to a truly global and highly diverse workforce. The
code is also available online. It features precise and rigorous statements about expected behavior.
The implemented processes allow for internal monitoring. The comprehensive code covers compli-
ance-related topics, such as antitrust and unfair competition, corruption, bribery, conflict of interest,
international trade restrictions, environment, health and safety, fraud and accuracy of records, insider
trading, employment, and human rights matters. The latest revision of the Code of Business Conduct
is compliant with the ten principles of the United Nations Global Compact. It is continually comple-
mented with supporting directives and guidelines. Sulzer internally audits its implementation on a regu-
lar basis. Around 107 compliance officers support the implementation of the code and other compli-
ance-related norms, deal with potential code violations, give advice on compliance matters, and pro-
vide compliance training.

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 (SMG; top 111 Sulzer managers),
the heads of all Sulzer companies employing personnel, and the compliance officers. The self-check is
the so-called Annual Acknowledgment Letter that needs to be signed every year. The signatories de-
clare that they have not violated the code, nor do they have reason to believe that the code was vio-
lated within their area of responsibility, or if a violation occurred, the case was reported to the appro-
priate function within Sulzer. For the year 2013, the company plans to send this letter to all SMG
members in the first quarter of 2014.

Contributions to political parties

Sulzer's Code of Business Conduct states that Sulzer does not allow political con-
tributions to be made on behalf of the company, because paying donations to polit-
ical parties can be interpreted as an act of bribery. In 2012, Klaus Stahlmann, CEO
Sulzer Ltd, discarded an exception of this rule for Switzerland, and thereby ruled
out any possibility of donating on Sulzer’s behalf to political parties. In 2012 and
2013, no political party received a financial contribution anywhere in the world.

Compliance

Sulzer strongly fosters a "speak-up" culture and rigorously enforces applicable norms. Its internal
regulative framework goes beyond legal minimum requirements. Sulzer has compliance systems in
place that are based on adequate compliance standards and procedures. The systems provide an
overview of how to delegate responsibilities throughout the organization. The 110 compliance officers
secure an effective line of communication, provide legal and compliance support, and monitor and
audit compliance performance. They investigate instances of hon-compliance or misconduct, enforce
appropriate disciplinary action, and initiate corrective action and preventive measures. Organized
compliance officer meetings, training sessions, and phone conferences foster the exchange of
knowledge and best practices within the compliance network. The compliance program is continuously
reviewed and updated. In the last two years, the following new guidelines and directives were intro-
duced or updated:

=  Anticorruption and Antibribery Guideline

= Antitrust Law Guidelines

= Directive Concerning Attendance at Trade Association Meetings

= Intermediaries Integrity Review and Due Diligence Directive

= Compliance Reporting and Investigation Directive

= Receiving and Offering Gifts and Hospitalities, Facilitation Payments Directive

= Revised Sensitive Countries - Evaluation Process, Bans, and Restrictions Directive.
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Export control

Because of the possibility of dual use (that means use for civil and military applications as mainly de-
fined in international treaties) of certain Sulzer products, export control is an important issue. In addi-
tion, embargoes against countries as well as against single people and organizations have to be re-
spected. Adherence to export regulations when selling solutions concerns both compliance and risk
control. In this particularly sensitive area, Sulzer's legal/compliance and risk functions coordinate and
share their expertise to make the needed information and guidance easily accessible. Most exporting
companies have appointed International Trade Compliance Officers. Current regulations and best
practices, such as information on permanently changing legislation, are internally disseminated. In
addition, Sulzer strives to improve the export control responsibilities and skills within the divisions,
particularly in the countries with comparatively low-level export control awareness. Sulzer Pumps has
an export control council to increase the coordination and sharing of expertise; an Export Control Reg-
ulation was implemented successfully.

Compliance trainings

Employee behavior cannot be fully controlled. However, the Code of Business Conduct sets the
boundaries, and extensive trainings enable Sulzer employees to apply ethically correct business con-
duct. Sulzer has been training its employees for many years, primarily with e-learning tools and face-
to-face trainings.

= Until September 31, 2013, about 7 730 employees enrolled in Sulzer's interactive e-learning pro-
gram and on average completed at least two compliance courses p.a. As a general rule, 17 active
courses (2013: 17) are available to all employees.

= Until September 31, 2013, about 460 employees from 14 countries (2012: 1 100 and 49) with op-
erations attended the face-to-face courses. Due to cost-cutting measures from mid-2013 onward,
the number of trainings conducted was lower than in 2012.

The primary focus was on risks related to fraud and business integrity, trade compliance and risk
management.

Compliance instruments

Trust, as well as transparent and open communication - including the possibility of reporting non-
compliant behavior without the fear of retaliation - is of high importance to Sulzer. Sulzer employees
are encouraged to communicate grievances as well as illegal or unfair behavior either via internal or
third-party instruments. The corporate whistle-blower guideline and the Code of Business Conduct
clearly set out the processes and available instruments. Grievances reported in good faith do not face
punishment/retaliation and will be handled in the strictest confidence.

Ombudspersons

To handle employee grievances, Sulzer established the function of independent ombudspersons in
2000. The Head of Corporate Auditing and the Corporate Compliance Officer have been assigned this
role. They report directly to members of the Executive Committee. Sulzer employees can contact them
verbally or in writing at their discretion to report non-compliant behavior. Complaints are dealt with in
the strictest confidence. Sulzer's ombudspersons are regularly seen as a last resort, when other in-
struments failed. Typically, the ombudspersons investigate and remediate reported non-compliances
through recommendations or mediation.

Compliance hot line

In 2009, Sulzer established an externally run global compliance hot line. Such a hot line has been
available to employees in the US since the beginning of the century. Sulzer offers a non-European, a
European, and a special Spain/Portugal hot line setup in order to meet mainly European national data
protection requirements. Users who dial in via the toll-free telephone number or use the Internet are
informed about the permitted allegations either in English or in the language of their country. An inde-
pendent external provider operates the compliance hot lines. This partner distributes anonymized
monthly summary reports to Sulzer's corporate compliance officer. This summary helps Sulzer to de-
fine appropriate remediate actions. Until September 30, 2013, in total 44 reports had been filed via the
hot line whereof 35 reports were reported via the global compliance hot line and nine via the European
compliance hot line. The majority of the allegations related to:

=  Workplace
= Financial concerns
= Misuse of company assets
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Outcomes of reported misconduct

Sulzer introduced the new corporate Compliance Reporting and Investigation Directive for cases of
violation of the Code of Business Conduct (CoBC). This directive obligates the global compliance of-
ficers to document (centralized in SEED - in-house software) the consequences of reported compli-
ance violations (via, for example, the compliance hot line and ombudspersons). Until September 31,
2013, the actions that resulted from the cases reported to Sulzer resulted in:

= 10 reprimands
= 11 dismissals
= 1 disciplinary transfer

Environmental incidents affecting society in 2013
Until September 31, 2013, the following spill resp. other reportable incompliance with environmental
law was filed:

= Sulzer Turbo Services Venlo B.V., in the Netherlands, suffered a 300 liter cleaning fluid spill (soap
concentration 5%) into the city sewage system from ultrasonic cleaning fluid during the refreshing
of the bath; The concentration was reduced by circa 1000 liter water The incidence was reported
to the local government “Gemeente Venlo” despite the fact that this spill did not cause consequen-
tial environmental damage. The process for refreshing the ultrasonic cleaning has been re-trained.
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SULZER

Value-based performance is the foundation for sustainable development. Sulzer focuses on its
three attractive key markets, in which it strives to create value for its stakeholders with energy-
efficient technologies and solutions

Targets 2013
Sustainable value creation

By the year 2015, Sulzer aspired to
achieve:

= ROS 11-13%

= ROCE > 20%

= Organic growth of sales 6-8%

Increased and faster innovation

= Initiate 6 strategic projects in the
area of technology leadership

= Strengthen co-innovation with
customers, suppliers, external in-
stitutes, universities, and re-
search centers

= Ongoing R&D road map align-
ment between the different re-
search units/levels and industry
segment focus of Sulzer

Growth in markets

= Continuously strengthen pres-
ence in the emerging markets, al-
so through acquisitions

= Ongoing assessment of potential
acquisitions

Increased focus on services

= Continuously strengthen pres-
ence in the service business, also
through acquisitions

= Leverage the acquired service
business as a platform for further
growth

10 Return on sales restated after restructuring

Achievements 2013

ROSR™: 8.6%
ROCE: 12.6%
Order intake: - 2.8%ll

= Sulzer Pumps standardized pump

groups for global distribution

= Sulzer Turbo Services developed

redesign methods for turbo com-
pressor retrofits

Sulzer Turbo Services deployed cus-
tomized welding procedure for im-
proved performance

Sulzer Chemtech developed new
application to cover recent products
such as T-Mixer and battery-
powered dispensers

Sulzer Chemtech developed prod-
ucts for new applications, such as
silanes and CO2 capture

Sulzer Chemtech responded to
growing demand for nutraceuticals
(e.g., Vitamin E)

Sulzer Pumps engaged in joint in-
dustrial development programs for
the next generation of highly efficient
pumping solutions

Collaboration and sponsorships with
academic institutions such as ETH
Zurich and Texas A&M

Intensified networking with peers
such as ABB, Alstom and BASF

Sulzer Pumps further expanded ser-
vice footprint in China and India
Sulzer Turbo Services with new ser-
vice offerings in China

Sulzer Chemtech started up opera-
tions in Brazil to serve local market
with mass transfer products and TFS
Sulzer Chemtech is starting up pro-
duction facilities for skids & ramp-up
for Sulzer Mixpac products in China

Integration of services for rotating
equipment from turbines and com-
pressors, generators and motors as
well as pumps in one division

Future actions and targets

= Based on the latest mid-year

results (2013) and new strate-
gy, midterm goals are currently
being revisited and, if neces-
sary, revised

Ongoing strengthening of co-
innovation  with  customers,
suppliers, external institutes,
universities, and research cen-
ters

Ongoing R&D road map align-
ment between the different re-
search units/levels and industry
segment focus

One company with one single
access point for customers
Monetize cross-selling oppor-
tunities due to new organiza-
tional structure

Energy market: growth in e.g.
Floating Production Storage
and Offloading Unit (FPSO)
and new pipeline business

Grow service business by lev-
eraging expanded geograph-
ical footprint and combined
sales force using cross-selling
opportunities

Actively bundle service offers,
such as combinations of
pumps and connected motors

" Organic growth has been replaced by order intake (2013: CHF 3250 million) and is shown restated in comparison to last year

results
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With its new market strategy, Sulzer focuses on three key markets oil and gas, power, and water. This
strategic step is based on our leading positions in these markets and global megatrends such as
population growth, urbanization, increasing energy demand, and scarcity of water. Oil and gas remain
essential for global economic growth. With Sulzer’s broad portfolio, we are well positioned to provide
solutions for the upstream, midstream and downstream market segments. Sulzer’'s high-performance
pumps are leading solutions for the production and transportation of oil. Our technologies enable effi-
cient separation processes for liquids and gas. We provide reliable services for compressors, turbines,
motors, and generators. For continuing operations, order intake and sales were at healthy levels com-
pared with the previous year. The operating income was CHF 264 million. Return on sales before re-
structuring decreased to 8.6% from 10.1% in prior year. The free cash flow was on a healthy level of
CHF 198 million.

Market activities in the oil and gas industry showed growth in some areas while the power market re-
mained at low level. The water market decreased slightly with some signs of picking-up trends in the
wastewater segment by the end of the year 2013. Demand in Asia-Pacific was strong, while Europe
continued to be comparably weak. To mitigate the impact of lower sales, capacities were reduced in
the wastewater pumps business and electromechanical services. Together with the integration of
group functions this correlates with a reduction of over 300 FTEs equivalents and restructuring ex-
penses of almost CHF 17 million in 2013.

For 2014, Sulzer expects continued good activity levels for parts in the oil and gas industry, in particu-
lar in the Americas. Based on positive developments in selected regions, like/especially the Americas
and China, some recovery is expected for the water market. Activities in the power and in the general
industries are forecast to continue at similar levels. Further restructuring measures are expected to
incur in 2014.

Harmonization of Sulzer’s reporting process

In 2012, Sulzer initiated its corporate SURE (Sulzer Reporting) project to make
Sulzer fit for its future corporate performance management and reporting require-
ments. To utilize the company’s global presence and one company strategy opti-
mally, Sulzer employees need easy, flexible, and fast access to financial and ex-
trafinancial data and information. The new SAP-BPC solution introduces globally
unified structures and processes valid for its corporate-wide financial and extrafi-
nancial reporting processes.

The ramp up process to the new platform started on October 2013 to enable the
collection of financial and extrafinancial data in one single platform. Based on the
harmonization of master data used in various data marts of the new system, flexi-
ble reporting leveraging various content from finance, human resources, QESH,
compliance and operations will be available. The content has also been extended
to cover more KPIs along the employee life cycle and including greater organiza-
tional depth in selected areas.

The new SAP-BPC platform contributes to more comprehensive compliance re-
quirements in reporting as well as analyst or investor requests for more transpar-
ency in reports. Specific measures that simplify and integrate extrafinancial with fi-
nancial data into a functional reporting with clear data ownership have been devel-
oped. Employees are receiving the necessary training.

Sulzer’s platform SEED (Social, Environmental, and Economic Database), which
was developed in house and through which extrafinancial data were collected from
2004 onward, will be shut down after the data transfer to the SAP-BPC platform
has been completed.
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Marketplace

Sulzer exceeds customer expectations. Our customers want sustainable, reliable, and high-
guality product solutions and services that minimize cost

Partnerships for sustained success

Sulzer strives to be the customers’ first choice with best-in-class, sustainable product solutions. There-
fore, Sulzer set four strategic priorities and is currently going through an organizational reorganization
that will position the company as one integrated, customer- and market-oriented company. Strategic
focus on technology leadership, excellent services, and collaborative engagement reinforce the com-
pany’s efforts to grow together and become one focused company for services and new equipment.

The delivery of excellent services and leading technologies that support our customers shapes sus-
tainable markets. Sulzer continuously improves its own processes and organization to create sustain-
able value from financial, manufactured, human, and natural capitals. The company typically offers its
products in an expert consultancy-intensive B2B environment; very few products are marketed B2C.
Most Sulzer products are critical components of complex systems that are developed in close collabo-
ration with various value chain partners. Bringing innovative, sustainable technologies and services to
market is frequently a capital-intensive venture for Sulzer that starts by translating the customer’s
voice in clear requirements and expectations. Expectations and (prior) experiences feed into Sulzer's
product innovation strategy and processes with the aim of capitalizing on Sulzer's and its partners’
technological and market expertise. It is the company’s designated goal to become a leading supplier
of sustainable technologies and products. To achieve this, a strong innovation culture combined with a
solution portfolio for its three strategic markets - oil and gas, power, and water - is indispensable. Be it
in the process technology, chemical, or oil industry, efficiency improvements in the percentile range
can save customers lots of energy and resource cost. However, it is not uncommon that the process
needs to be reengineered (from scratch) to get to the wanted savings effect. Therefore, Sulzer contin-
uously seeks to join forces with competent partners to meet some of our future’s greatest environmen-
tal and societal global challenges.

Sulzer and Sinopec Company in strategic cooperation

Sulzer Pumps and Sinopec Company have established a long-term strategic part-
nership to develop their commercial activities within the hydrocarbon processing
industry. Sinopec Corp. is one of the largest integrated energy and chemical com-
panies in China; Sulzer and Sinopec Corp. are both internationally recognized sus-
tainability practitioners. Through this collaboration, both companies will benefit from
joint technology development, research and development (R&D), as well as com-
mercial and logistics cooperation.

Sulzer brings solutions to market that enable our customers to use natural resources economically and
considerately. The company also offers solutions and services for transitional technologies. It is con-
vinced that exceptional challenges, such as the decarbonization of energy and preparation of infra-
structures to minimize water scarcity or stress, require unconventional approaches and solutions.
Thus, Sulzer collaborates not only with traditional partners, such as customers, suppliers, and univer-
sities, but also with its peers (in joint ventures) and industry-oriented companies in clearly defined
fields of research or projects. Already today, most of Sulzer's innovations build on these collabora-
tions; strengthening its dedication to and intensifying its engagement in open innovation are inevitable.

Sulzer Sustainability Report 2013 Page 18 of 71



SULZER

Oil and gas market

In Sulzer's new strategic direction and organizational setup, there is strong focus on the energy (oll
and gas and power) market.

B Oil and gas
B Power
m Water
General industry

Data contain Sulzer Group

In 2013, nearly every second (51%) Swiss franc was earned in the oil and gas market, every seventh
(15%) Swiss franc in the power market. In 2012, Sulzer was present in almost every oil and gas mar-
ket segment. The upstream market segment includes activities from exploration and drilling to field
development; the midstream segment includes gas processing, liquefaction of natural gas (LNG), and
transport (trunk lines) to refineries.

Oil and gas market segments

Oil and gas upstream workshop

During 2013, Sulzer planned two strategy workshops: one for its oil and gas market
and one for its water market. The latter was postponed to a later date. The cross-
divisional workshops on the oil and gas market provided valuable new insights.
Market opportunities were identified based on attractiveness, business impact, and
feasibility. In oil production, one main growth opportunity is in floating production,
storage, and offloading units (FPSOs), which are important for oil sources in deep-
water far off the coastline. Sulzer is already very successful in this growing market
segment. Midstream, there is a strong demand for new pipelines due to the contin-
uing expansion of oil sands and tight oil markets as well as the escalating oil and
gas demand in Asia. Also, in the refineries and petrochemical market, growth driv-
ers like the shale gas boom in the US or the need for modernization of the infra-
structure in Russia support business growth. Sulzer CQESH was represented in
these workshops to consult and inform senior operational management from a sus-
tainability perspective about controversially discussed technologies (for example,
hydraulic fracturing) or regions (for example, arctic drilling).

The downstream market segments include the refinement of gas and crude oil into consumer products
(incl. transportation fuels and plastics). Sulzer Pumps has a strong market focus on the upstream and
midstream segments, whereas Sulzer Chemtech is a strong player in the downstream segments such
as refinery.

Lowering life cycle cost of pipeline systems (oil and gas)

Sulzer offers reliable and energy-efficient pump solutions
for pipelines that are used for transport of, for instance, oll
over land. Pipelines are complex systems that require
careful monitoring during their entire operation. For aging
pump systems, Sulzer offers retrofit and upgrade solu-
tions for its own and other manufacturers’ pumps to im-
prove reliability and mean time between failures, eventu-
ally reducing cost of operations and (safety) risk.
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Retrofit solutions cannot only restore the performance and optimize the capacity of
an aging pipeline system; it can also maximize the pipeline’s profitability by reduc-
ing overall life cycle costs. Our life cycle assessments (cradle to gate) indicate that
over 90% of the life cycle cost of a pump originates from energy consumption. Sul-
zer's reliable and energy-efficient pumps reduce the cost of electricity consumption
and maintenance during the expected design lifetime. A Sulzer Pump is typically
operational for over 20 years.

Water market

In 2013, Sulzer earned every eight (13%) Swiss franc in the water market. The water market is today
by far the biggest accessible market for Sulzer. With its pumps and related products, our company has
a comprehensive offering covering the whole water cycle from freshwater (production and transport) to
wastewater (municipal and industrial). In 2014, Sulzer will finalize the integration of Cardo Flow Solu-
tions - acquired in 2011 - into its newly established Water business unit (BU). In this new Water BU,
most of Sulzer Pumps water market related activities will be bundled in one organization. Estimated
twenty-five percent of the global population currently lives in transitional countries that face water
shortages for drinking, growing crops, and sanitation. These shortages are due to lacking infrastruc-
ture. Sulzer’s water solutions, such as reliable and sustainable solutions such as the ABS range (see
example) will contribute to achieving water access and security. With half of the world’s hospitaliza-
tions being water-related illnesses, secure access to freshwater and safe wastewater treatment (mu-
nicipal and industrial) is an immediate issue to people around the globe, in transitional countries in
particular. The major challenge is to secure access to water locally, at the right quality, and at (ethical-
ly) justifiable costs. Sulzer wants to be part of building a sustainable solution for the water market.

Sulzer Pumps’ latest ABS submersible dewatering pumps series for toughest environments
Sulzer Pumps latest series of energy-efficient submersible dewatering pumps is
available in two series:

= for drainage (the XJ pump)
= for sludge (the XJS pump)

Sulzer Pumps’ ABS submersible dewatering pump series presents one of the
world’s toughest and smartest dewatering pumps. The reliable pumps have a long
life and high portability, and they are packed with electronic intelligence called
AquaTronic (integrates electronic intelligence in the pump) and AquaPlug (control
and monitoring unit). The latter provides a range of control and monitoring func-
tions, including automatic stop/start, optional level control, alarms, and service in-
dication, which limits unnecessary servicing. Although the pump can be run contin-
uously, AquaPlug can also be used to stop it when it needs to go into stand-by
mode. By stopping at dry running and starting automatically at a specified level,
energy use can be optimized and wear reduced. The benefits include:

= Correct motor rotation (compensation for incorrect phase order)
= Motor protection

= Rapid assessment of operation/fault history

= No control panels required

= Reduced energy consumption and wear

Biopl