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Antl-Trust Statement

AWhile some activities among competitors are both | egal and
inherently suspect under the antitrust/anti-competition laws of the US, UK and other countries in which our companies do

business. Agreements between or among competitors need not be formal to raise questions under antitrust laws, but may include

any kind of understanding, formal or informal, secretive or public, under which each of the participants can reasonably expect that
another will follow a particular course of action or conduct. Each of the participants in this meeting is responsible for seeing that

topics which may give an appearance of an agreement that would violate the antitrust laws are not discussed. It is the

responsibility of each participant in the first instance to avoid raising improper subjects for discussion, such as those identified

below.

It is the sole purpose of this meeting to provide a forum for expression of various points of view on topics described in the agenda
and participants should adhere to that agenda. Under no circumstances shall this meeting be used as a means for competing
companies to reach any understanding, expressed or implied, which tends to restrict competition, or in any way to

impair the ability of members to exercise independent business judgment regarding matters affecting competition.

Topics of discussion that should be specifically avoided are:

I. price fixing;

il. product discounts, rebates, pricing policies, levels of production or sales and marketing terms customer and territorial
allocation;

iii. standards setting (when its purpose is to limit the availability and selection of products, limit competition, restrict entry into
an industry, inhibit innovation or inhibit the ability of competitors to compete);

iv. codes of ethics administered in a way that could inhibit or restrict competition;

V. group boycotts;

Vi. validity of patents;

vii.  on-going litigation;

viii.  specific R&D, sales or marketing activities or plans, or confidential product, product development, production or testing

strategies or other proprietary knowledge or information. i




Sustainability i1s expected of Us

Our stakeholders' expectations are changing:

A The global marketplace has created more complex
supply chains, with increased social, economic and
environmental risks

A The extent to which we manage our supply chains
responsibly is becoming a key measure of our
Corporate Social Responsibility competence

A Global companies are subject to increased scrutiny by
NGOs, and the media in relation to their supply
footprint

A Consumers increasingly expect to buy from
companies who "purchase responsibly"”, respecting
the rights of citizens in local communities




Meeting the Sustainablility Challenge

To increase the sustainability of our supply chains, we
must understand:

A What impact our supply chain has in the communities
where we buy

A The social, health, safety and environmental risks
associated with our products and companies

A What we can do, either independently or in
conjunction with our supply chain partners, to reduce
or manage these risks cost effectively

A How we can use our collective influence to improve
labor, health & safety, and other rights of workers
across the pharmaceutical supply chain
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Using our Collective Influence to Drive Change

Our ethos?

One company can't change
the supply chain on its own

'COLLECTVE
INFLUENCE

The member companies of the PSCI
joined forces to address the issue of
responsible supply chain management
across the pharmaceutical industry

We believe that by sharing knowledge
and expertise, the industry-wide PSCI
can drive complex, global change more
effectively than one organization alone
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What is the PSCI?

The Pharmaceutical Supply Chain Initiative

PSCI
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An industry body formed by the
pharmaceutical sector whose
members share a vision for
responsible supply chain
management, to deliver better
social, health, safety and
environmental outcomes in the
communities where they buy
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The Board

Julie Brautigam, Chair
Head of Procurement, Risk and Corporate Social Responsibility
Takeda Pharmaceuticals

Birgit Skuballa, Vice Chair
Head of HSE Management Systems / Audits
Bayer

Steven Meszaros, Past Chair
Corporate Senior Director Business Resiliency & Business Development
Pfizer

Peter Etienne, Secretary
Senior Counsel Ethics & Compliance, Baxter

Sulaiman Hamidi, Treasurer
Director, Sustainability & Product Stewardship
Allergan
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PSCI
The PSCI Vision and Mission

The PSCI was formed as a non-profit business membership
organization in 2006 and is legally established in the United States.

Our vision is to establish and promote responsible practices that will
continuously improve social, health, safety and environmentally
sustainable outcomes for our supply chains.

This includes:

A Fair and safe work conditions and practices

A Responsible business practices

A Environmental sustainability and efficient use of resources

Our mission is to provide members with a forum to establish industry

principles that guide ethics, labor, health & safety, environmental

sustainability, and management systems practices to support
continuous i mprovement of supplierso
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The PSCI Principles

As a first step, the PSCI created the Pharmaceutical Industry Principles

for Responsible Supply Chain Management ("the Principles")

These Principles address five areas of responsible business practices and
the relevant standards any business operating within the pharmaceutical
supply chain is expected to uphold
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Implementing the PSCI Principles

The PSCI Principles Implementation Guidance
Provides a descriptions of our A Further clarifies the Principles in
expectations for pharmaceutical each of the five areas
supply chain partners

PPY P A Provides a framework for

improvement

A Gives examples of how to meet
the PSCI expectations




The PSCI Strategy Framework

Strategic Pillars

How we will influence

PSCI Vision and Mission
1 2 3

Driving leadership Enabling Improving
practices at suppliers to engagement across
member continuously the industry & with
companies improve key stakeholders
Priority Issues Fair and Safe Work Places

What we will influence

Responsible Business Practices

B RRISE
Environmental Sustainability and Efficiency of Resources

Govemance Governing with Transparency and Managing with Accountability
How we will manage

PSC
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PSCI
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Strategy Framework: Priority Issues

Priority Issues

What we will influence

Fair and Safe Work Places

Worker protection

Process safety

Fair treatment and labor practices
Wages, benefits and working hours

bR

Responsible Business Practices

HEALTH & SAFETY

1. Business integrity and fair competition

g 2. Data privacy and security

ENVIRONMENT i . . L
Environmental Sustainability and Efficiency of Resources

Water use and management

Waste management
Pharmaceuticals in the environment
Drive reductions in carbon footprint

MANAGEMENBYSTEMS

HwbdpE




PSC]
PSCI Work Streams

Audit Collaboration
Capalbility Building

Communications

Governance




PSCI
Audit Collaboration

A Leads: Kelly Kappler (JnJ), Rachel Rae (Lilly)
A Board Liaison: Birgit Skuballa (Bayer)

A Areas of Focus
I Self-Assessment Questionnaires & Audit Report Protocols
I Updating Audit Guidance documents

I Audit models (e.g. shared audits sponsored by PSCI members, supplier self-
audits)

I Audit sharing process and data platform

I Qualifying 3" party auditors for PSCI audits

I Reporting audit findings and trends

I Auditor training (together with Capability Committee)




PSCI

Capability Building

A Lead: Ingrid Vande Velde (Johnson & Johnson)
A Board Liaison: Steven Meszaros (Pfizer)
A Areas of Focus

I Seminars: 3-4 day events with member and outside presenters usually held in
developing regions

I Webinars: Current topics of interest with subject matter experts from member
companies

I Resource Library: Best practice documents from member companies on topics
related to PSCI Principles

I Auditor training (together with Audit Committee)

P
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Communications

A Lead: Andy Rayment (Astra Zeneca)
A Board Liaison: Julie Brautigam (Takeda)

A Areas of Focus
I Building visibility and influence across the pharma industry
I Enhancing the reputation of PSCI
I Strengthening partnerships with other organisations
I Membership engagement and growth

PHARMACEUTICAL
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oot
Governance

A Lead: Kevin Borud (Roche)
A Board Liaison: Peter Etienne (Baxter)
A Areas of Focus

| Establishing a strong, transparent governance process

I Defining and implementing a performance management system

I Defining membership requirements for new and existing members to PSCI
I Updating the Bylaws
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PSCI Special Projects

Sustainability data collection APIs in wastewater

Aligning members on how they collect Defining a PSCI response to the high
sustainability information from profile issue of API release into the
suppliers i the questions they ask environment from manufacturing sites

and platform they use (particularly in India and China)




PSCI
Two Membership Levels

A Full membership is designed for companies that wish to actively
participate and demonstrate leadership

A Associate membership allows companies to take a less active
role; for example, those just starting their responsible sourcing
programmes or those that do not have the time to participate fully




PSCI
Member Responsibilities

The general membership has two primary responsibilities:
A electing the Board of Directors
A voting to amend governance documents as needed

Members are invited and encouraged to join working groups, attend
biannual in-person meetings, and run for a seat on the Board.




Membership Expectations

PHARMACEUTICAL
SUPPLY CHAIN

Full Members Associate Members

Commit to the Bylaws and adhere to the Articles of Incorporation, Bylaws,
Principles, Membership Agreement and Anti-Trust Policy

Put the PSCI Principles on their website

Pay annual membership fees according to the PSCI Membership Fee
Structure

Must share five supplier audits or May share supplier audits / audits of
alternative expectation as determined | own sites
by the PSCI Board

Must join a working group May join a working group

Must attend Annual General Meeting




PSCl
Benefits of PSCI

1 Using common standards across the supply chain

2 Benchmarking and sharing best practices with other pharma companies, and
other sectors

3 Being recognized as a supporter and advocate of responsible procurement

4 Suppliers gain a more in-depth understanding of customers' expectations for
responsible business practices and raise their profile as a high-performing
supplier for current and future customers

5 Suppliers have the opportunity to collaborate with customers to build the
sustainability capability at the facilities

6 Members and suppliers can reduce duplication (and make savings) through the
audit sharing program




Benefits for Suppliers

B

Resource library
Our supplier resource library is available at

wWwWw.pscinitiative.org/resources

Training / capacity building events
We will be posting information about training/capacity
building events on key issues for suppliers

Webinars
A On current topics impacting our industry

Supplier Conferences
A To support technical capacity building

SUPPLY C SHAIN
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PSCI
How Can You Get Involved?

A Join PSCI and collaborate with us to further improve the
pharmaceutical supply chain (for more information contact
iInfo@pscinitiative.org)

A Go to the PSCI website and use the tools in the Resource Library to
make improvements

A Participate in upcoming supplier capability building events




The Pharmaceutical Supply Chain Initiative

Need more information?

Visit: www.pscinitiative.org
Emall: the PSCI Secretariat at info@pscinitiative.org

, @pscinitiative
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Responsible Procurement

Wolfgang Rauch
Chief Procurement Officer, Novartis




Novartis Procurement

Novartis, PSCI & You

Wolfgang Rauch, Chief Procurement Officer Novartis
Hyderabad, India
May 2017
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Our mission and vision for
sustainable growth

Mission

Discover new ways to improve |
and extend peopl ed /’

A Using science-based innovation

A Delivering breakthrough
treatments to as many people as
possible

A Aim to provide shareholder return
Vision

Be a trusted leader in changing
the practice of medicine

Novartis Procurement U) NOVARTIS
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A world -leading healthcare

company

Novartis Procurement

Our strategy is to use science-based
innovation to deliver better patient
outcomes. We aim to lead in growing
areas of healthcare.

We focus where our skills can help
address great medical need:

Oncology

Cardiovascular

Respiratory

Neuroscience

Immunology and dermatology

Eye care
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Our innovation engine sustains an
iIndustry -leading pipeline

$9bn 200+

Invested in research R&D projects
and development underway

23,000 16

People working in research Major regulatory approvals
and development worldwide in 2016 (US, EU and Japan)
Novartis Procurement U NOVARTIS
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Focused businesses fueled by
Innovation and functional excellence

Novartis Novartis
Oncology Pharmaceuticals

£ VN o
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The Novartis Global Service Centers are
a key enabler of the NBS strategy ...

Vision of a globalized network, ... In 5 locations chosen based
allowing 24/7 operations... on multiple criteria

A Interconnected network A Large talent pool, attractive to

AStandardized, effective, efficient ) many global companies
Ao : . : A Complementary attributes for
A High-quality service delivery business (language, time zone)

A Agile to meet evolving customer A Well established Novartis

needs presence
A _Innovatlve and continuously A Favorable business conditions
improved i
A Good infrastructure
Novartis Procurement U NOVARTIS
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... and so Is Procurement

Procurement at a glance

Providing Procurement services cross-divisionally for all of
Novartis

Approx. 1,100 associates

Covering 77 countries

With approx 132,000 active suppliers
And a spend of USD18bn in 2016

Ratio of indirect to direct spend is 70:30

With savings in 2016 of USD 1.66 bn (8.5%)

Novartis Procurement U NOVARTIS
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How we work

Partnering with the business to deliver value for Novartis

Spend We are organized Everything we purchase is in a category of spend, e.g.
categories based on the products advertising, chemicals, IT, travel, marketing, packaging etc.
and services the
business needs
Buying We develop buying We have product and market experts in our teams. Both globally and in the
strategies strategies with the countries, they work with the business to create buying strategies depending on
business the category of spend and the market.
From source RNl RI[ERoEE With our business partners, we identify appropriate suppliers, manage
to contract suppliers and sign negotiations and award contracts.
them up
Purchasing We manage the At a local level, in-country, we manage the process to meet the purchasing
process purchasing process requirements and ensure compliance to contracts

Enablement P/l sE=n == | Our enablement teams support the business by:
the processes and A providing end to end process simplification
skills to make buying A defining standards, processes and solutions
easy A delivering training and development

Value Together we monitor Our goal is to deliver the best for Novartis by:

the suppliers A ensuring there is no risk to business continuity

performance and we A innovating with suppliers and the business,

search for ways to A identifying opportunities to improve performance and unlock value
innovate and improve

Novartis Procurement d) NOVARTIS
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Our evolution to business partner
and innovation

ONE Procurement

Revenue nall Il NnO
: enablement 3
ONE Procurement _Supplier Ca.tegorles/
HROVAON Countries / NGSCs /

increasingly viewed as a Operations Excellence

strategic resource and key
driver of business value Brocess Risk and working t

re-engineering | management capital reduction

Cross-divisional

operating model
and category
organizations

New partner mentality
Increased use of Standardizing Setting | Encouraging Cost Growth of SCP

technology specs policy | cost discipline reduction |

Trusted, powerful data
Multi-division

" operating model
Traditional Rationalizing Competitive

Procurement supply base bidding

Year-over-year
savings Shared Country

Procurement pilots

Negotiation

Novartis Procurement U) NOVARTIS
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Regulated and globally acting industries, like
Pharmaceuticals face significant risks -
Novartis has responded to this challenge

Novartis launched its first corporate citizenship program (CC5), designed to monitor
adherence to the Novartis Third Party Code of Conduct in a retrospective approach

Responsible Procurement (RP) introduced, a pro-active risk-based approach
during the on-boarding process (Labor Rights, HSE, Animal Welfare, Anti-
Bribery and Fair Competition and Data Privacy)

Conductedado Mat er i al it W,Adsnevsod mamtg Novaotis exf
identify best practices and potential gaps

Cross functional steering committee established to oversee the expansion of the
RP program into a comprehensive third party risk management framework
across Novartis.

Significant progress already made, fully resourced program team now in place
to deliver the comprehensive framework under a new operating model with an
integrated end-to-end process.
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