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 PROPOSALS ADVICE 

1 Present Financial Statements and Accounts Non-voting 

2 Approve Financial Statements and Accounts For 

3 Report on Dividend Approved by the Board of Directors Non-voting 

4 Re-Elect Mr. Robert Bland 

Re-Elect Dr. Roland Brönnimann  

Re-Elect Dr. Allen Misher 

For 

For 

Against 

5 Ratify Auditors For 

6 Amend Articles of Association Re: Capital Issuance Against 

7 Miscellaneous Non-voting 
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1. AGENDA 

 

 PROPOSALS ADVICE 

1 Present Financial Statements and Accounts 

This item is the presentation of the annual report, as well as of the annual statutory 
and consolidated accounts. 

This is a non-voting item. 

Non-

voting 

2 Approve Financial Statements and Accounts 

The board of directors requests shareholder approval of the company’s annual 
report and of the annual and consolidated accounts for the fiscal year 2004. 

Sustainable Governance has no special concerns regarding the company’s 
financial statements and accounts and, in accordance with its voting guidelines, 
votes FOR. 

For 

3 Report on Dividend Approved by the Board of Directors 

For the fiscal year under review, the board has decided that the company’s results 
and level of reserves allow the payment of a dividend of CHF 0.70 per share 
(unchanged from last year). Since the company’s legal headquarters are in 
Delaware, in accordance with applicable Delaware (USA) law, the dividend can 
be declared by the board of directors without shareholder approval. 

No vote required. 

Non-

voting 

4 Re-Elect Board Members 

The board of directors proposes that Mr. Robert Bland, Dr. Roland Brönnimann 
and Dr. Allen Misher be re-elected to serve on the board for another three-year 
term ("Class 3 of Board of Directors"). Synthes has a classified board meaning 
that the board is divided into three classes of directors each serving three-year 
terms. The terms of each class are staggered so that the term of one class expires 
at each annual general meeting.  

Synthes' board composition being consistent with Sustainable Governance’s 
guidelines in terms of independence, Sustainable Governance approves the re-
election of Messrs. Bland and Brönnimann. 

Concerning Dr. Misher, Sustainable Governance draws attention to the fact that 
Synthes does not have a statutory age limit and that the board includes several 
directors approaching 70 years of age. Aged 72, Dr. Allen Misher is the oldest 
board member. According to Sustainable Governance, companies should establish 
succession planning allowing for the orderly recruitment and retirement of 
directors, in particular when six members out of nine are over 65 years old. 
Moreover, the Company's Chairman and CEO is 70 years old and is also a 
member of the remuneration committee which is against best practice. When 
contacted, the Company said that the Articles of Association stipulate that the 
Chairman should sit on the remuneration committee, except when his own 
remuneration was discussed. The Company has no intention to change this 
practice.  

Given that Synthes' board includes nine members, six of whom are independent, 
Sustainable Governance has no reason to make an exception to its guidelines 
which set retirement age for directors at 72 (except under special circumstances).  
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The directors will be elected individually which is in line with best practice 
standards in terms of corporate governance. Therefore Sustainable Governance 
votes as follows: 

 Re-Elect Mr. Robert Bland For 

 Re-Elect Dr. Roland Brönnimann For 

 Re-Elect Dr. Allen Misher Against 

5 Ratify Auditors 

The board of directors recommends that shareholders ratify the re-appointment of 
Ernst & Young as the company’s and group’s external auditors for a further one-
year term. 

As disclosed in the Company Information section of this report, the fees paid by 
the company to its external auditor for audit services in 2004 were higher than the 
fees paid for non-audit services. 

Sustainable Governance, in accordance with its voting guidelines, votes FOR. 

For 

6 Amend Articles of Association Re: Capital Issuance 

Under this item, the Board of Directors proposes to amend the Company's Articles 
of Association by eliminating article 4 (b)(i). This article stipulates that the 
Company has to seek shareholder approval before issuing authorised capital. Such 
provision is in line with Swiss company law. Given that Synthes is incorporated in 
Delaware (USA), the Board proposes to abandon the aforementioned requirement 
in order to benefit from the less stringent Delaware law. 

The Board argues that the suppression of shareholder approval prior to a capital 
increase provides the Company with more flexibility in structuring capital 
increases. Moreover, the Board emphasises that the shareholders pre-emptive 
rights on newly issued shares shall be maintained in principle. However, pre-
emptive rights may be excluded in the case of the issuance of stock pursuant to 
employee or director incentive stock option plans or in connection with an 
acquisition or a merger with a third party. 

Given that Synthes is incorporated in the USA, the maximum capital that can be 
issued (authorised capital) is greater than the currently issued capital. At 31 
December 2004, 114'872'630 registered shares were outstanding, hence 23.42% 
of common stock were not issued yet. In principle, if the company issues shares 
with pre-emptive rights, shareholders suffer no dilution. Yet, as explained above, 
this will not be the case if the company issues shares for director and employee 
stock option plans. A theoretical supplemental dilution of 23.42% could result for 
existing shareholders, largely exceeding the amount recommended by best 
practice recommendations in corporate governance and Sustainable Governance’s 
guidelines. 

In the US, shareholders are not requested to approve increases of issued capital 
within the limits of authorised capital. However, they have the authority to 
approve participation plans for directors and employees. In Switzerland, 
shareholders are not called to approve the remuneration plans for directors and 
employees, but only the capital which could be used for these plans. 

If the proposed amendment is approved, shareholders would not have any say on 
the company's authorised capital, or on its stock option plans. Their rights would 
therefore be significantly deteriorated. 

Against 
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Sustainable Governance, in accordance with its voting guidelines, votes 
AGAINST. 

7 Miscellaneous 

This item allows shareholders to ask questions to the management. 

No vote required. 

Non-

voting 
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2. CORPORATE GOVERNANCE SUMMARY 

 
Board Structure and Directors (after General Meeting) 
! The board comprises 9 directors, 1 of whom is executive and 6 are independent non-

executive directors in our view. Directors are elected for 3-year terms. 
! The positions of chairman and chief executive are combined. 
! In 2004, the board held 5 meetings. 
! The board has established an audit committee and a remuneration committee. 
! The audit committee is 100% independent in our view. The remuneration committee is 

75% independent in our view. 
! The CEO/Chairman is member of the compensation committee, as stipulated in the by-

laws of the company. 
 
Remuneration 
! Disclosure of remuneration complies with the Swiss stock exchange regulations, which do 

not require that individual figures be provided or a full description of the overall 
remuneration policy. 

! Description of the remuneration policy: The members of the board of directors receive 
compensation that is determined from time to time upon motion of the Compensation 
Committee. The Compensation Committee approves upon proposal of the chairman the 
compensation (including the share option programs) of the members of the group 
management committee. 

! Contract and change of control measure: Synthes has a stockholder rights plan that is 
triggered if any person or persons acquires beneficial ownership of 33 1⁄3% or more of the 
company’s stock. In this case, all acquiring persons (with the exception of the person 
holding more than 33 1⁄3%) would have a right to buy a fractional share of preferred stock 
of the company. This fractional share would be the economic equivalent to a share of 
Common Stock. This rights plan effectively operates by threatening to inflict dilution on 
the bidder. Moreover, in case of a change of control, all options and restricted stock 
awards vest immediately. 

 
Audit and reporting 
! The company’s auditor is Ernst & Young since 2004. In the year under review, the audit 

fees amounted to CHF 1.2 million, representing 75.9% of the total fees paid to the auditor. 
 
Share capital and shareholder relations 
! The share capital is divided into two classes of shares: Common Stock registered shares 

(nominal value CHF 0.001) and Preferred Stock registered shares (nominal value CHF 
0.01). The latter are not issued yet (see change of control measures). Each share has one 
vote regardless of its nominal value.  

! Important shareholders (holding more than 5%): Hansjörg Wyss, the company’s 
CEO/Chairman (43%); Wyss 1989 Distributive Trust (11%); The former Mathys 
Medizinaltechnik AG shareholders (4.5%) 

 
Corporate responsibility 
! Synthes does not disclose any information on corporate responsibility. Moreover, there is 

no mention of the sustainability concept in any of the company’s publications or on its 
website. 

 

 
 
3. FINANCIAL DATA 
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(USDm) Year end: December 04 2004 2003 2002  
Turnover 

 
1’779.29 

 
1’227.95 

 
1’007.97  

Operating income 
 

527.57 
 

232.59 
 

399.58  
Profit attributable to shareholders 

 
323.73 

 
75.05 

 
253.03  

Earnings per share (USD) 
 

2.83 
 

0.68 
 

2.31  
Shareholders’ funds 

 
2’292.41 

 
1’429.69 

 
1’312.04  

Dividend per ordinary share (CHF) 
 

0.70 
 

0.70 
 

0.70 
 
 
4. CONTACTS 

 
Head of Investor Relations Mr. Peter Fehlmann (+41 32 720 46 38) 
Company Address Synthes  

Glutz Blotzheim-Str. 1-3  
4500 Solothurn  
Switzerland  

Auditors Ernst & Young 
Company website www.synthes.com 
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