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Lonza continues to deliver: 17% increase in performance and 
decision taken to build out the Singapore Biopharmaceutical 
plant

EBIT increased in the first half of 2006 by 17% to CHF 158 million. Lonza 
continues to successfully execute critical milestones in the long-term  
strategic plan.

Overview  Sales in the first half of 2006 rose 15.5%, totaling CHF 1 415 million; 
almost half of this growth was due to the rise in raw material price. Net income 
growth increased at a slower pace than EBIT in the first half of 2006 at 10.3%, 
due to higher one-time financing cost, and is expected to be on EBIT growth lev- 
el by year end. Four hundred new colleagues joined the Lonza team in the first 
half year, to drive the implementation of our ambitious growth strategy.

Strategy  The strategic projects, designed to deliver sustainable, above-average, 
profitable growth, continue to be on or ahead of plan.

Exclusive Synthesis & Biopharmaceuticals’  sales increased by 14.1% from 
CHF 412 million to CHF 470 million. The significant improvement in EBIT, 
which rose 36.4% to CHF 75 million, was driven by Biopharmaceuticals.  Op-
erating margin increased to 16.0%, showing growth from 13.3% in the first 
half of 2005.

The Biopharmaceuticals business asset utilization was at about 90%, with 
an industry-leading success rate. Significant developments in this business 
sector include:
–	 Mechanical completion of the first (out of two) large-scale microbial line in 

Visp, Switzerland. 
–	Decision taken to build out the mammalian cell culture facility in Sin-

gapore.
–	 Start-up of the fourth 20 000 liter bioreactor was realized, ahead of schedule, 

in Portsmouth, NH (USA). 
–	 Biopharma Services business performance substantially exceeded ambi- 

tious expectations.
–	 The U.S. Food and Drug Administration (FDA) has granted approval for a 

supplemental Biologics License Application (sBLA) to Bristol-Myers Squibb 
(BMS), and to Lonza for the production of Orencia® in Portsmouth.

The Exclusive Synthesis sector faced operational difficulties early in the first 
quarter of 2006, one time integration cost for the newly acquired peptide 
business and an ongoing competitive environment. Despite high capacity 
utilization in the first half of 2006, profitability remained below expectations 
for this period. For the future years, Lonza’s favorable pipeline of research 
and development projects, which currently stands at around 150 projects, 
will secure growth as well as diversify the risk of the portfolio.
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Financial highlights 
first half-year	
million CHF

Sales 
	 Change in %
 
EBITDA 
	 Change in % 
	 Margin in %
 
Result from operating  
activities (EBIT) 
	 Change in % 
	 Margin in %
 
Net income 
	 Change in % 
 
Cash flow before change 
in net working capital 
	 Change in %
 
Net debt 
Debt-equity ratio 
	 Change in %
 
EPS basic (CHF) 
	 Change in %
 
EPS diluted (CHF) 
	 Change in %
 
Number of employees 
	 Change in %

2006 

1 415 
15.5

 
265 
16.2 
18.7

 
 

158 
17.0 
11.2

 
96 

10.3
 
 

175 
4.2

 
1 192 

0.80 
(2.4)

 
2.03 
10.3

 
1.92 

4.3
 

6 447
12.0

2005 

1 225 

 
228 

 
18.6

 
 

135 
 

11.0
 

87 

 
 

168 

 
1 120 

0.82 

 
1.84 

 
1.84 

 
5 755
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Noteworthy developments in this business sector include:
–	 Lonza Braine S.A. integration project is on track, with program completion 

by the fourth quarter of 2006.
–	 Numerous customers have shown strong interest in Lonza’s new API facili-

ty in China, with start of production estimated to be the second half of year 
2008.

–	 Research and Development Center in China is currently fully staffed and 
the small scale plant construction is well underway.

Organic Fine & Performance Chemicals’  sales growth of 15.7% to CHF 502 
million was primarily triggered by the effect of higher raw material and 
energy prices.  Consequently the operating margin decreased from 15.2% 
to 13.7%.  However, the EBIT figure increased from CHF 66 million to CHF 
69 million. Key divisional developments in the first half of 2006 include:

–	 Market shares in strategic business niches were kept at the desired high 
levels.

–	 Continued high capacity utilization.
–	 Good performance in chemical specialties compensated for a weaker base 

chemical business.
–	 Successful acquisition of another promising nutritional bioactive (larch arabi-

nogalactan).

Polymer Intermediates’  sales growth of 18.3% to CHF 427 million was also 
mainly due to the effect of higher raw material and energy prices. The op-
erating margin decreased slightly from 6.6% to 6.1%, but EBIT grew from 
CHF 24 to CHF 26 million. This was despite two shutdowns in Singapore’s 
pure isophthalic acid facility.
Highlights for the division include:
–	 Continued strong market demand for all products provided high sales and 

robust profit generation.
–	 The announced IPO process is progressing on target with authorizations 

from Italian market regulators expected in third quarter 2006, with an in-
tended minority share for Lonza. Implementation depends upon market 
conditions. 

–	 The new compounds plant in Poland is mechanically completed, and the 
resins plant construction on schedule.

Lonza Group 
–	 As planned, Capital Expenditure is substantially higher in 2006 to support 

growth (2006: CHF 211 million; 2005: CHF 89 million).
–	 Net Working Capital in relation to sales declined from 31% to 29%, show-

ing first results from our Net Working Capital improvement project.
–	 The first half-year acquisitions (peptides, larch arabinogalactan) and dives-

titures (LOFO) as well as the Polymer Intermediates IPO project, demon-
strate active portfolio management.

Net debt and bonds  In the first half of 2006, the CHF 375 million straight 
bond issued in 2003 by Lonza Group Ltd was repaid in full. At the end of June 
2006, the CHF 300 million convertible bond issued in 2002 by Lonza Finance 
Limited, Jersey, was also paid back in full. Both bonds were successfully refin-
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anced in the second half of 2005 at attractive conditions. Net debt increased 
slightly in the first half of 2006 to CHF 1 192, as compared to CHF 1 120 in the 
same period of 2005. This was primarily due to the acquisition of UCB-Bio-
products, now called Lonza Braine S.A. (Belgium). The debt-equity ratio was 
maintained at a constant level of 80%, well below our 100% threshold level.

Personnel changes in Board of Directors  At Lonza’s March 2006 Annual Gen-
eral Meeting, two new Board members were elected. Lonza welcomes both 
Dame Julia Higgins and Gerhard Mayr to the Board of Directors. 
Dame Julia Higgins is currently the Director of the Graduate School of Engi-
neering and Physical Sciences and a Professor of Polymer Science at Imperial 
College in London. 
Gerhard Mayr, former Executive Vice President of Eli Lilly & Company, cur-
rently holds memberships on the Boards of Directors of UCB SA (Brussels), 
OMV AG (Vienna) and Bank Austria-Creditanstalt AG (Vienna).

Outlook  All strategic growth projects that have been conveyed are entirely 
on track.  With sound execution of our long-term plan, Lonza continues to 
drive aggressive growth initiatives via strategic investments, organic growth 
projects, portfolio management and targeted acquisitions.  

Lonza reaffirms the guidance that has been communicated since January:
–	 Sales growth from 7 – 10% per year
–	 EBIT growth in low double digits
–	 Project pipeline fully aligned to support the growth expectations
–	 Sales and profitability growth sustainable into 2012

Lonza remains committed to our vision; our passion is to deliver sustainable 
value to our customers.  

We express our sincere gratitude to our long-standing and new employees 
who work so diligently to help us achieve this aim, and to our shareholders 
and customers for their continued trust and confidence.

Rolf Soiron	 Stefan Borgas
Chairman of the Board	 Chief Executive Officer
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Exclusive Synthesis & Biopharmaceuticals 

Sales in our custom manufacturing business (Exclusive Synthesis & Biophar-
maceuticals) increased by 14.1% to CHF 470 million. Biopharmaceuticals sales 
reached CHF 185 million, while sales of the Exclusive Synthesis business 
sector amounted to CHF 285 million. Exclusive Synthesis & Biopharmaceu-
ticals achieved an EBIT of CHF 75 million, 36.4 % higher than in the first half 
of 2005. Operating margins increased to 16.0% (13.3% in the first half of 
2005). 

Exclusive Synthesis  In the first half of 2006, sales of pharmaceutical interme-
diates and active pharmaceutical ingredients (APIs) developed well, despite 
a business environment that continued to be challenging, as well as strongly 
growing competition from Asia. This positive development was driven by 
brisk demand for established products, particularly for the treatment of HIV 
and cardiovascular diseases. It was further enhanced by the transfer of new 
products from the development pipeline into large-scale production. Asset 
utilization was high at all our production sites. Additionally, the Exclusive 
Synthesis pipeline increased in the first half of 2006 by 10%, largely due to 
additional scientific staffing in the China R&D center. However, production 
issues in Visp caused delays in targeted sales and resulted in some reworking 
costs. 

The integration of Lonza Braine S.A. (formerly UCB-Bioproducts), our newly 
acquired peptide manufacturing site, is moving forward according to plan, 
strongly supported by overwhelming enthusiasm of all employees in the 
merged operations. The main steps in the integration program will be final-
ized by the fourth quarter of 2006. Besides the commercial products, the 
combined peptide business is underpinned by a pipeline consisting of appro-
ximately 40 R&D projects. 

The small-molecule product pipeline comprises in total about 150 projects. 
Generally, project development in the Exclusive Synthesis business sector is 
being further strengthened by the integration of the Lonza Braine pipeline as 
well as additional R&D resources in China. The new R&D building in Nansha 
Guangzhou (China), with a scientific staff of 27, is already up and running. 
A small-scale plant and an API facility are being built at the same site. The 
associated construction work will start in the third quarter of 2006. The API 
expansion in Visp is moving forward as planned. The first drying line will start 
up in the fourth quarter of 2006.

Biopharmaceuticals  In the first half of 2006, the Biopharmaceuticals busi-
ness achieved another step improvement in manufacturing, as well as in R&D 
services. This positive development was driven mainly by the high utilization 
rate of all manufacturing capacity (small, medium and large-scale) and a 
steady increase in demand for our R&D services. A very good batch success 
rate demonstrates our team’s growing confidence in plant operations. Our 
strong project pipeline and an increasing customer base are further signifi-
cant achievements. 
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million CHF

Sales 
	 Change in %
 
Change due to 
	 Volume and prices 
	 Currency translation
 
Result from operating 
activities (EBIT) 
	 Change in % 
	 Margin in % 
 
EBITDA  
	 Change in % 
	 Margin in %

2006

470 
14.1

 
 

55 
3
 
 

75 
36.4 
16.0

 
132 
30.7 
28.1

2005*

 412 

 
 
 

 
 

55 
 

13.3
 

101 
 

24.5

* The prior year was restated due to reclassification of 

LOFO High Tech Film GmbH from the “Exclusive Synthesis 

& Biopharmaceuticals” segment to the “Other” segment 

as a result of the change in management structure.
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The first six months of the year saw the following project highlights: 
–	 Lonza received approval from the European Medicines Agency (EMEA) for 

the manufacture of Genentech’s Rituxan®.
–	 On 15 February 2006, we celebrated the groundbreaking for the new large-

scale mammalian facility for the manufacture of commercial biopharma-
ceuticals in Singapore. The shell construction is on schedule and customer 
interest is developing according to expectations. The final build-out and 
commissioning of the plant are due for completion by the end of 2009 in 
line with customer commitments.

–	 The U.S. Food and Drug Administration (FDA) has granted approval for a 
supplemental Biologics License Application (sBLA) to Bristol-Myers Squibb 
(BMS), and to Lonza for the production of Orencia® in Portsmouth. 

–	 The fourth 20 000 liter bioreactor at our plant in Portsmouth, NH (USA) 
came on stream ahead of schedule in May 2006.

Organic Fine & Performance Chemicals

Sales of Organic Fine & Performance Chemicals increased to CHF 502 milli-
on and were 15.7% above last year’s result. Operating income amounted to 
CHF 69 million (CHF 66 million in the first half of 2005). Operating margin 
decreased to 13.7% compared with 15.2% in the same period last year exclu-
sively driven by the high sales induced by high raw material and energy cost. 
Asian competition remains at a high level.

Nutrition  The demand for food- and pharmaceutical-grade nicotinates (vita-
min B3) remained at a high level, leading to a positive trend in market prices. 
The sales volume of feed-grade nicotinates was slightly below last year, but 
higher market prices partly compensated for high raw material and energy 
costs. 
L-Carnipure® (food/pharmaceutical-grade L-Carnitine) enjoyed strong de-
mand in the USA, while sales in Japan returned to normal levels following 
last year’s stock-building of consumer products containing L-Carnipure®. 
Carniking® (feed-grade L-Carnitine) performed well, particularly in the pet 
food segment. 
In our DHA (docosahexaenoic acid) business, acquired from Nutrinova at the 
end of 2005, demand exceeded our current production capacity. 
The larch arabinogalactan business, acquired from Larex Inc. in the second 
quarter of 2006, performed in line with expectations. 
Sales of Meta® Metaldehyde, a specific anti-slug active ingredient, exceeded 
last year‘s levels owing finally to favorable climatic conditions.

Hygiene/Personal Care  Overall, hygiene and personal care sales were higher 
than in the same period of 2005 due to price increases on all product lines 
in North America. Good progress was also noticeable in Europe and the Far 
East. 
A Performance Chemicals formulation and microbiology support laborato-
ry has been established in Guangzhou (China). Lonza completed the testing 
of several optimized disinfectant and sanitizer formulations, which proved 
effective against H5N1 (avian influenza) virus and several other viruses cur-
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million CHF

Sales 
	 Change in %
 
Change due to 
	 Volume and prices 
	 Currency translation
 
Result from operating 
activities (EBIT) 
	 Change in % 
	 Margin in % 
 
EBITDA  
	 Change in % 
	 Margin in %

2006

502 
15.7

 
 

59 
9
 
 

69 
4.5 

13.7
 

98 
7.7 

19.5

2005

434 

 
 
 

 
 

66 
 

15.2
 

91 
 

21.0
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rently causing concern. In Japan and Europe, key regulatory approvals were 
obtained for some new preservatives.

Preservation/Wood/Water  In the water-protection business, strong sales of 
patented technologies such as Equinox® and Catagard® were not sufficient 
to offset the impact of increased raw material costs for quaternary ammoni-
um compounds (quats) and intensified price competition in the field of ha-
lohydantoin (halo). The demand for these products was lower due to stock-
building by customers in 2005. Growth in Europe and Asia helped to balance 
the decline in the US market. 
The wood-protection business turned in a successful performance. The de-
mand for wood/polymer composites additives continued to grow.

Industrial Specialties  Prices of diketene derivatives suffered because of new 
manufacturing capacity being brought on stream by Chinese competitors. 
The volume of sales to China has decreased as a result. Production of pig-
ment intermediates was running at full capacity as we were able to defend 
our market shares in Europe, India and the USA. Demand for intermediates 
for vitamins was at a normal level. 
The business with HCN derivatives produced a strong performance, with 
slightly lower prices due to competition from low-cost countries. 
Sales of high-performance materials for the electronics industry exceeded 
expectations; sales to the aerospace industry were satisfactory.

Research & Development  The R&D pipeline in Organic Fine & Performance 
Chemicals currently shows 37 projects, of which 25 are new developments 
and 12 focus on established products. These projects include chemicals for 
applications such as pharmaceuticals, agrochemicals, polymers, nutrition, 
wood/water protection, hygiene and personal care.

Polymer Intermediates

In the first half of 2006, sales in our Polymer Intermediates division increased 
to CHF 427 million primarily due to raw material and energy cost induced 
higher prices (a rise of 18.3% compared with the same period a year ago). 
Operating income reached CHF 26 million, 8.3% above the previous year’s  
level, while operating margins slightly declined to 6.1% (first half 2005: 
6.6%).

Demand for phthalic anhydride and general-purpose plasticizers was high. 
The reduction of European manufacturing capacities for oxo-alcohols, phtha-
lic anhydride and plasticizers in 2005 resulted in a balanced supply/demand 
environment. Margins increased, as we were able to pass on the effect of 
higher raw material prices to the market. 

Volumes in our business with maleic anhydride and derivatives were neg-
atively affected by a temporary shutdown of our plant in Ravenna (Italy) due 
to technical failures in steam production. The market demand for maleic an-
hydride and derivatives remained buoyant. Prices and margins were above 

 
million CHF

Sales 
	 Change in %
 
Change due to 
	 Volume and prices 
	 Currency translation
 
Result from operating 
activities (EBIT) 
	 Change in % 
	 Margin in % 
 
EBITDA  
	 Change in % 
	 Margin in %

2006

427 
18.3

 
 

60 
6
 
 

26 
8.3 
6.1

 
46 
7.0 

10.8

2005

361 

 
 
 

 
 

24 
 

6.6
 

43 
 

11.9
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last year’s level. Volumes in the catalyst segment were particularly strong 
thanks to the high level of deliveries of new catalysts for fixed-bed, butane-
based maleic anhydride.

Trimellitic anhydride and special plasticizers performed in line with expecta-
tions. Volumes recovered compared with last year, notwithstanding signif-
icant competition from Asia and US-based producers. Sales prices increased, 
leading to full recovery of higher raw material cost. 

Resins and compounds performed in line with last year’s results, despite 
the increase in raw material cost. In Germany, the demand for compounds 
showed a positive trend in both volumes and margins thanks to a market 
recovery in the electrical sector. Our new compounds plant in Niepolomice 
(Poland) is mechanically completed and will start operation, as planned,  
during the third quarter of 2006.

The demand for pure isophthalic acid – especially for PET applications – was 
very strong. As a result of a balanced supply and demand situation, prices 
continued to experience an upward trend and were increased in order to par-
tially cover our higher raw material cost. Two shutdowns in the first quarter  
of 2006, related to maintenance work and a promising catalyst change, caused 
a performance below plan in the first half of 2006 which will be recovered in 
the second half of 2006.
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Condensed consolidated balance sheet  
at 31 December 2005 and 30 June 2006 (unaudited)
million CHF

Fixed assets
Long-term loans and advances
Total fixed assets
Current assets
Short-term advances and other financial assets
Cash and cash equivalents
Total current assets
Total assets
 
Equity attributable to equity holders of the parent
Minority interest
Total equity
Long-term liabilities
Long-term debt
Total long-term liabilities and provisions
Short-term liabilities
Short-term debt
Total current liabilities and deferred items
Total liabilities and equity

2005

2 382
12

2 394
1 285

6
646

1 937
4 331

 
1 490

0
1 490

570
757

1 327
645
869

1 514
4 331

2006

2 492
12

2 504
1 379

22
220

1 621
4 125

 
1 487

0
1 487

548
772

1 320
644
674

1 318
4 125

Condensed consolidated income statement 
first half-year (unaudited)
million CHF

Sales 
Cost of goods sold
Gross profit 
Other operating expenses 
Result from operating activities (EBIT) 
Financial result
Profit before income taxes 
Income taxes
Profit for the period
 
Attributable to: 
Equity holders of the parent 
Minority interest 
Profit for the period
 
Basic earnings per share – EPS basic (CHF)
Diluted earnings per share – EPS diluted (CHF)

2005
 

 
1 225 
(954)

271 
(136)

135 
(19)
116 
(29)

87
 
 

87 
0 

87
 

1.84
1.84

2006
 

 
1 415 

(1 110)
305 

(147)
158 
(30)
128 
(32)

96
 
 

96 
0 

96
 

2.03
1.92
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Condensed consolidated cash flow statement  
first half-year (unaudited)
million CHF

 
Profit for the period 
	 Adjustment for non-cash items 
	 Income taxes and interests paid 
	 Cash flow before change in net working capital 
	 (Increase)/decrease of net working capital 
	 Increase/(decrease) of other payables net 
Net cash (used for) provided by operating activities
 
	 Purchase of fixed assets 
	 Acquisition of subsidiary, net of cash acquired 
	 Disposal of subsidiary, net of cash disposed of 
	 Net purchase of other assets and disposals 
	 Interests and dividend received 
Net cash (used for) provided by investing activities
 
	 (Decrease)/increase of capital 
	 Issue of bond 
	 Repayment of convertible and straight bond 
	 (Decrease)/increase in debt  
	 (Decrease)/increase in other long-term liabilities 
	 Company contribution for employee shares 
	 Purchase of treasury shares 
	 Dividends paid 
Net cash (used for) provided by financing activities
 
	 Effect of currency translation on cash
 
Net (decrease)/increase in cash and cash equivalents 
Cash and cash equivalents at 1 January 
Cash and cash equivalents at 30 June

2005

 
87 

124 
(43) 
168 
(77) 

49 
140

 
(89) 

0 
0 
0 
8 

(81)
 

0 
300 

0 
(237) 

(2) 
0 
0 

(62) 
(1)

 
2
 

60 
40 

100

2006

 
96 

156 
(77) 
175 
(88) 
(26) 

61
 

(148) 
(192) 

14 
(8) 
16 

(318)
 

0 
0 

(675) 
535 

39 
(2) 
(3) 

(61) 
(167)

 
(2)

 
(426) 

646 
220

Condensed consolidated statement of  
changes in equity  
	first half-year (unaudited)
million CHF

Changes in total equity 
Beginning of year
Gains / (losses) recognized directly in equity
Profit for the period
Total recognized income and expense for the period
Dividend
Equity-settled transaction
Company contribution for employee shares
Purchase of treasury shares
At 30 June 

2005
 

 
 

1 285
54
87

141
(62)

2
0
0

1 366

2006

 

 
 

1 490
(36)

96
60

(61)
3

(2)
(3)

1 487
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Selected explanatory notes 

Accounting principles  
Basis of preparation of financial statements  These condensed financial statements are the 

unaudited, interim consolidated financial statements (hereafter “the interim financial state-

ments”) of Lonza Group Ltd and its subsidiaries (hereafter “the Group”) for the six-month 

period ended 30 June 2006 (hereafter “the interim period”). They are prepared in accordance 

with the International Accounting Standard 34 (IAS 34) “Interim Financial Reporting”. These 

interim financial statements should be read in conjunction with the consolidated financial 

statements for the year ended 31 December 2005 (hereafter “the annual financial state-

ments”) as they provide an update of previously reported information. They were approved 

for issue by the Board of Directors on 24 July 2006.

The preparation of the interim financial statements requires management to make esti-

mates and assumptions that affect the reported amounts of revenues, expenses, assets, li-

abilities and disclosure of contingent liabilities at the date of the the interim financial state-

ments. If in the future such estimates and assumptions, which are based on management‘s 

best judgment at the date of the interim financial statements, deviate from the actual cir-

cumstances, the original estimates and assumptions will be modified as appropriate in the 

year in which the circumstances change.

Changes in accounting policies  The following new and revised standards and interpreta-

tions have been issued being effective for the reporting year 2006: 

–	 Amendment to IAS 19 - Employee Benefits: Actuarial Gains and Losses, Group Plans and  

	 Disclosures

–	 Amendments to IAS 39 - Financial Instruments: Recognition and Measurement:

		  – Cash Flow Hedge Accounting of Forecast Intragroup

		  – The Fair Value Option

		  – Financial Guarantee Contracts (also applies to IFRS 4)

–	 Amendment to IAS 21 - The Effects of Changes in Foreign Exchange Rate

–	 IFRS 6 - Exploration for and Evaluation of Mineral Resources 

–	 IFRIC 4 - Determining whether an Arrangement Contains a Lease

–	 IFRIC 6 - Liabilities Arising from Participating in a Specific Market - Waste Electrical and  

	 Electronic Equipment

The new and revised standards have no material impact on these interim financial state-

ments 2006. The adoption of the new and revised standards will lead to additional disclo- 

sures that will be disclosed in the year-end consolidated financial statements 2006 of Lonza.

Exchange rates
Balance sheet 
period-end rate CHF

US dollar
Pound sterling
Euro

31 12 05

1.31
2.26
1.56

30 06 06

1.23
2.26
1.57

Income statement half-year 
average rate CHF

US dollar
Pound sterling
Euro

2005

1.20
2.26
1.55

2006

1.27
2.27
1.56

Seasonality of operations
All segments operate in business areas where no significant seasonal or cyclical variations 

in sales are experienced during the reporting year.

1. 

2.

3.

Lonza Half-year Report 2006
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6.  Segment revenue and segment results  – primary reporting format – business segments 

First half-year 30 June 2006
million CHF
  

Sales third party
					     %
Total sales
					     %
Result from operating activities (EBIT)
					     %
– Percentage return on sales			   %
  
Financial result
Profit before income taxes
Income taxes
Profit for the period

Exclusive 
Synthesis & 
Biopharma-

ceuticals
 

470 
33

489
35
75
48 

16.0
 

  

Polymer  
Inter-

mediates

 
427 

30
428

30
26
16 
6.1

 

Organic Fine & 
Performance 

Chemicals

 
502 

36
573

41
69
44 

13.7
 

Other

 
 
 

16 
1

33
2

(12)
(8) 
na

 

Elimination

 
 
 

0 
0

(108)
(8)

0
0

na
 

Total

 
 
 

1 415 
100

1 415
100
158
100

11.2
 

(30)
128
(32)

96

First half-year 30 June 2005
million CHF
  

Sales third party
					     %
Total sales
					     %
Result from operating activities (EBIT)
					     %
– Percentage return on sales			   %
  
Financial result
Profit before income taxes
Income taxes
Profit for the period

Exclusive 
Synthesis & 
Biopharma-

ceuticals*
 

412 
34

427
35
55
41 

13.3
 

  

Polymer  
Inter-

mediates

 
361 

29
363

30
24
18 
6.6

 

Organic Fine & 
Performance 

Chemicals

 
434 

35
498

41
66
49 

15.2
 

Other*

 
 
 

18 
2

34
3

(10)
(8) 
na

 

Elimination

 
 
 

0 
0

(97)
(9)

0
0

na
 

Total

 
 
 

1 225 
100

1 225
100
 135
100

11.0
 

(19)
116
(29)

87

* The segment reporting for 2005 was restated due to the reclassification of LOFO High Tech Film GmbH from the “Exclusive Synthesis 

& Biopharmaceuticals” segment to “Other” segment as a result of  the change in the management structure.

Debt
The 2 % straight bond (2003-2006) of CHF 375 million was repaid on 14 February 2006 and 

the 2 % convertible bond (2002-2006) of CHF 300 million repaid on 28 June 2006. Both ex-

pired bonds were financed by a new 2.625% straight bond (2005-2010) of CHF 300 million 

issued on 2 June 2005 and by a 1.5 % convertible bond (2005-2009) of CHF 430 million is-

sued on 15 July 2005. The increase in debt is due to financing of the consideration paid for 

the acquisition, the purchase of fixed assets as well as for the repayment of the bonds.

Dividends paid
On 22 March 2006, the Annual General Meeting approved the distribution of a dividend 

of CHF 1.30 per share in respect of the 2005 financial year. The distribution to holders of 

outstanding shares totaled CHF 61 million (2005: CHF 62 million) and has been recorded 

against retained earnings of Lonza Group Ltd.

4. 

5.
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Material events subsequent to the end of the interim period that have not 
been reflected in the financial statements for the interim period
No material events occurred after the end of the interim period on 30 June 2006.

Business combination
Acquisition of Bioproducts manufacturing division of UCB (Lonza Braine S.A.)  On 28 Febru-

ary 2006, Lonza acquired the Bioproducts manufacturing division of UCB. This division with 

approximately 300 employees is located in Braine-l‘Alleud outside Brussels (Belgium) and 

has been active in chemical peptide manufacturing for over 20 years.

The result for the period (four months) is not representative for future periods due to de-

layed projects and integration of the acquired company into Lonza. This information will be 

disclosed in the annual financial statements 2006.

Net assets acquired and goodwill are shown as follows:

The goodwill included expected synergies from the acquisition, the labor force and poten-

tial intangible assets that could not be valued separately.

The acquisition has been accounted for using the purchase method. The initial accounting, 

as presented below, has only been determined provisionally. The results of the final valuati-

on and purchase price allocation are still outstanding. The amounts of assets and liabilities 

that have been included in the interim statements may therefore still be subject to changes. 

The following amounts of assets and liabilities acquired have been included in the interim 

statements:

CHF 000

 

	 Purchase price in cash

	 Direct costs relating to the acquisition

Total purchase consideration

Fair value of net assets acquired

Goodwill

 

 

187 392 

4 196

191 588

(135 786)

55 802

CHF 000
  
 
 
 

 

Property, plant and equipment
Intangible assets (patents)
Inventories
Trade receivables, net
Trade payables
Other short-term liabilities
Fair value of net assets acquired
Goodwill
Cost of the business combination
 
Purchase consideration settled in cash
Cash and cash equivalents of subsidiary acquired
Cash outflow on acquisition

Assets and 
liabilities 

included at 
acquisition 

date

 
62 987
38 392
37 454

4 143
(4 276)
(2 914)

135 786
55 802

191 588
 

191 588
0

191 588

Purchase  price 
allocation

 
 
 

 
14 813

9 502
75

0
0
0

24 390

Assets and 
liabilities

immediately 
before the 

combination 
 

48 174
28 890
37 379

4 143
(4 276)
(2 914)

111 396

7. 

8.
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Sale of LOFO Hightech Film GmbH, Weil am Rhein, Germany  At the closing date 30 June 

2006, Lonza sold the subsidiary LOFO Hightech Film GmbH, Weil am Rhein, Germany to 

Shinkong Synthetic Fibers Corporations (SSFC), headquartered in Taipei, Taiwan. SSFC will 

assume full ownership of the business. The completion of this divestiture is part of Lonza‘s 

overall strategy that is focused on delivering sustainable value to our customers in the life 

sciences industries. LOFO Hightech Film GmbH is in the business of manufacturing and 

distributing solvent cast films for high-tech applications, including – but not limited to –  

opto-electronic displays.

The net assets sold and the gain on disposal of the subsidiary are as follows:

CHF 000

 

Property, plant and equipment

Intangible assets

Deferred tax assets

Inventories

Trade receivables, net

Other receivables, prepaid expenses and accrued income

Cash and cash equivalents

Total assets sold

 

Deferred tax liabilities

Long-term other provisions

Other short-term liabilities

Short-term debt

Trade payables

Total liabilities sold

 

Total net assets sold

 

Consideration for sale

Less transaction costs

Gain on disposal of subsidiary

 

 

The net cash inflow from the sale is determined as follows: 

CHF 000

 

Total consideration for sale

Less: vendor loan

Less: transaction costs

Less: cash and cash equivalents in subsidiary sold

Net cash inflow from sale

 

 

33 957 

6

420

10 367

3 774

4 231

180

52 935

 

(2 054)

(6 540)

(2 428)

(24 828)

(1 567)

(37 417)

 

15 518

 

22 489

(422)

6 549

 

 

 

 

 

22 489

(7 808)

(422) 

(180)

14 079
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Effect of changes in the composition of the Group
Lonza Group and Singapore’s Bio*One Capital have agreed that they are jointly building a 

large-scale mammalian cell culture plant in Singapore for the manufacture of commercial 

biopharmaceuticals. It is Lonza’s second large-scale mammalian manufacturing plant. The 

plant, which will be located in Tuas Biomedical Park, will include up to four mammalian 

bioreactor trains, each with a flexible capacity of 1 000 up to 20 000 liter and inclusive of 

the respective purification units. This joint venture between Lonza and Bio*One Capital was 

signed on 14 February 2006. The investment will amount to USD 250 million.

The plant will be constructed in two phases. The construction of the plant shell in the first 

phase has already been initiated. The final build-out of the plant are due for completion by  

the end of 2009 in line with customer commitments. When fully completed, the facility is 

expected to hire more than 300 people.

In the interim period no major additional activity has occurred.

9.
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Forward-looking statements

Forward-looking statements contained herein are 

qualified in their entirety as there are certain fac-

tors that could cause results to differ materially 

from those anticipated. Investors are cautioned 

that all forward-looking statements involve risks 

and uncertainty. In addition to the factors dis- 

cussed above, among the factors that could cause 

actual results to differ materially are among others 

the following: the timing and strength of new  

product offerings; pricing strategies of competi-

tors; the company’s ability to continue to receive 

adequate products from its vendors on acceptable 

terms, or at all, and to continue to obtain sufficient 

financing to meet its liquidity needs; and changes 

in the political, social and regulatory framework 

in which the company operates, or in economic 

or technological trends or conditions, including 

currency fluctuations, inflation and consumer con-

fidence, on a global, regional or national basis.
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