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No matter how you twist or turn it:
We always have the best packaging solution.
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My name is Paulus Frantisek. | am a dairy farmer and | live in the Czech province of
Mladonovice, some 100 kilometers east of Prague. The environment here is ideal for
agriculture: green and lush. It gets very cold in winter, when all the ponds freeze

over and everything turns white. We take really good care of our animals. They live
in large sheds, have plenty of space and only get the best fodder: grass silage with
maize and hay. That is an excellent basis for quality milk products. Our livestock produces
up to 14 000 liters of milk each day. Every day, the Mlékarna Hlinsko s.Rr.0. truck
comes to pick up the milk.






Miroslav Pekar Tﬂ t ra

“Our milk has to arrive safely at the point
of sale and has to get noticed on the shelf.”

| am Miroslav Pekar and | started work at the age of 16 in the Mlékarna Hlinsko s.r.0.
dairy. Today, | am the Director and responsible for 240 employees — and for ensuring
that the milk we fill gets sold. On the one hand, this means that the milk we buy has to
be of excellent quality and, on the other hand, that we use state-of-the-art filling techno-
logy. Thirdly, we need exceptional packaging! Milk is milk, and the only way for it to
stand out is through the packaging, which supports our positioning in the market and
helps us to differentiate our products. Currently, we are rolling out Moccacino on the
market: milk with coffee and cocoa. Here, try some ...
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M|Ian Domacek
“The packaging must fuIﬁII everyt
that the product reqmres

Allow me to introduce myself — | am Milan Domacek, owner of Mlékarna Hlinsko s.r.0.
The company was founded by Nestlé in 1943 and nationalized in 1952. | was able to
buy it in 1993. Nowadays, we are doing well by making good money from good milk.
When processing UHT milk, aseptic competence is of vital importance. And, of course,
the packaging, which must provide everything that milk requires: protection from light,
oxygen, bacteria, mechanical damage and ensure the quality. | am very familiar
with SIG. That is the reason why | am investing in new machines and equipment
supplied by them.






Lag i1slav Pekar
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ie machines have to keep running,

day®and night ... ” I

We operate three eight-hour shifts, from Monday to Sunday. Why? Because cows
produce milk daily including weekends too. The carton filling machines and the closure
applicators operate around the clock. Consequently, SIG’s 24-hour service is very
important for us. SIG instructs our people on-site, which means a couple of days refresher
training each year. For many of them a single day is enough. The controls are monitored

via the screen: temperature, stability, pressure, etc. Despite its sophistication, the system
is easy to operate. Oh yes, my name is Ladislav Pekar and | am the Production Manager

at this plant.
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My name is Eva Hylska and | work at the Coop Jednota Hlinsko. As the branch manageress
| am responsible for purchasing and selling our products, for the employees, for
ensuring that the computer is functioning — for just about everything. We are open from
six in the morning to eight in the evening. We have been carrying Mlékarna Hlinsko s.Rr.0.
dairy products for years. They are good quality — and are well packaged. It is important
for me that, logistically, it is easy to get the milk into the shop, to stack, to place on the
shelf and to remove it. The six-packs are particularly convenient. | do not even have to
line them up on the shelves, the customers take them directly off the pallet.






Veronika Sodomkova
“I drink a glass of milk every evening.”

| am Veronika Sodomkova and a student in the sixth grade. | love sports best: athletics,
ball games and, above all, skiing. We have our own small ski slope right next to the
Hotel Styl in Hlinsko. From there | can see the Hlinsko dairy plant. Personally, | prefer
the flavored milk drinks. My favorite is chocolate, followed by vanilla and banana.
There are also strawberry and caramel flavors. Before going to bed, | always drink a
glass of milk. Because it is healthy and because | enjoy it.
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Letter to the shareholders

Dear Shareholders

For SIG, 2004 was a further year of determined focus: the Board of Directors and the
Group Executive Committee decided to orient the Group’s activities totally towards the
successful business of beverage cartons (SIG Combibloc) as well as the promising market
of value added bottling (SIG Beverages).

Value added bottling allows our customers to fill premium quality milk and juice based
drinks — and consequently benefit from a market segment that is growing over 20 percent
annually. Moreover, our activities in the field of value added bottling are an additional
option for increasing the value of the Group.

In the first semester of 2004, we divested all those activities that were not related to the
growing beverages market. For example, SIG Pack, which is active in the dry sector, was
sold, as were a number of smaller business units.

We also divest the traditional beverage filling activities within the SIG Beverages
division: the Italian units Simonazzi and Alfa will be transferred to the Tetra Laval Group.
The contract was signed March 2" 2005. Closing and the related deconsolidation are
expected within around six months.

This focusing led to a goodwill adjustment within SIG Beverages and, consequently, to
a substantially negative net profit in the year under review.

Successes achieved in the year under report underline the relevance of value added bottling.
Advances were made in the further development of the pLASMAX technology for inside
coated PET bottles. In addition, SIG Corpoplast was well able to maintain its position in a
fiercely competitive environment.

Rolf-Dieter Rademacher (left)
Lambert Leisewitz (right)



Letter to the shareholders

In 2004, the main pillar of the Group was again SIG Combibloc, which secured profitable
growth for SIG. Our competitive position was further expanded, with above average
growth being achieved particularly in the markets of Eastern Europe, the Middle East and
the Far East.

Consequently, SIG is well-positioned within the attractive and growing beverages market.
Our position can be defined simply: we offer our customers aseptic beverage packaging
solutions in either carton or plastics. As SIG Combibloc and SIG Beverages will collaborate
more closely in future, we will better exploit the potentials both in the market place and

in the operational sector. In the next few years, growth will center on the markets beyond
Europe.

As a consequence of focusing activities, our results in 2005 will improve discernibly.
Hence, in the medium term, the value of SIG will grow sustainably. Due to the divestment of
the units in Italy, the development of our free cash flow will be decidedly positive.

Despite the negative net result 2004, the Board of Directors decided that SIG should
pay a dividend. The Board will propose a dividend of CHF 1.00 per share with a nominal
value of CHF 10.00 at the General Meeting scheduled for April 5, 2005.

On behalf of our colleagues on the Board of Directors and the Group Executive Committee,
we wish to thank all those who supported us over the past business year: our customers
for their confidence in our products and services, our employees for their contributions
towards the continued development of the company and you, esteemed shareholders, for
your unwavering loyalty and financial engagement.

it

Lambert Leisewitz Rolf-Dieter Rademacher
Chairman of the Board of Directors CEO
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Group report

SIG concentrating on beverage cartons
and value added bottling

In the year 2004, SIG strengthened its position as innovative packaging specialist serving
the beverages industry. The Group focused on the two segments of beverage cartons and
packaging premium quality drinks in plastic bottles.

For this reason, the Italian units forming the traditional business of SIG Beverages were
organizationally separated from the SIG Beverages division and managed separately.

In November, SIG announced that it intended to divest those units. In the meantime, the
two companies Simonazzi and Alfa have been sold to the Tetra Laval Group. The approval
from the anti-trust authorities and the subsequent closing should be forthcoming within
around six months. Divestment of the remaining units Manzini and Comaco will take
place at a later date.

In the first half of the year under review, SIG already disposed of various activities:
the SIG Pack division (packaging machines for dry goods) and the business units Kautex
(extrusion blow molding for the automotive industry), Blowtec (extrusion blow molding
machines for plastic containers), Hamba Filltec (cup filling machines for yoghurt and
margarine) and Elettric 80 (laser guided vehicles). In the second semester, a management
buyout was agreed for the Canadian Ryka (mold making) company.

These divestments represent key milestones in our strategy. They have led to a rigorous
focusing and a significant reduction of risk in the Group portfolio.

Business review: core activities continue to grow

The core business of the Group (SIG Combibloc and SIG Beverages continuing) grew further in
the period under report. Net sales and order intake each rose to EUR 1,184 million

(2003: EUR 1,167 million) and EUR 1,160 million (2003: EUR 1,153 million) respectively.

At EUR 84 million, the EBITA of the core business was lower than the previous year’s figure
(2003: EUR 98 million).



Group report

SIG Combibloc: in good shape

In the year under review, SIG Combibloc again proved to be the main pillar of the Group.

In 2004, the division was again able to increase net sales by 2 %o, reaching EUR 1,075 million.
Organically, adjusted for the negative foreign exchange rate and divestment effects, net

sales would have even been 7 %% over the previous year’s figure (2003: EUR 1,058 million).
Consequently, SIG Combibloc grew stronger than the market and, outside of Germany,
gained further market shares.

Increases in raw material prices, however, impacted on margins in the year under report.
Also, the ongoing weakening of the US dollar had a negative effect compared to the
previous year. In the face of the prevailing market situation and the trends for raw materials
prices, the Group Executive Committee decided on a comprehensive action plan designed
to increase efficiencies and reduce costs. As a result of the one-time effects, the EBITA of
the division fell to EUR 112 million (2003: EUR 139 million) corresponding to an EBITA margin
of 10.5 2%. Before restructuring costs, which are reflected fully in the 2004 statement, the
margin stood at 11.6 %o.

In Germany, the biggest market for SIG Combibloc, the on-going debate about the
mandatory deposit, which lasted until mid-October, and the cool summer weather dampened
demand. Furthermore, consumer spending in general was very reluctant. Neither the

retail trade nor the beverage producers achieved their sales targets. Nevertheless, despite
this unfavorable economic environment, the division maintained its position in Germany

and its market share.

By contrast, other markets in Western Europe succeeded in expanding net sales.
In Spain, in particular, SIG Combibloc grew beyond expectations.

In North America generally, but in Canada specifically, SIG Combibloc gained market
shares. Moreover, in the USA, a leading company was won as a new customer. New aseptic
filling lines are currently in the installation phase.

Other sales areas demonstrating strong growth are Eastern Europe, the Middle East
and Asia. China alone did not meet the expectations. Contributing factors were, on the
one hand, ongoing consolidation in the dairy sector and, on the other, the relatively
high proportion of PET containers, both for fruit based and ice-tea beverages.

Nevertheless, SIG continues to believe in the overall growth of the vigorous Chinese market.
In order to benefit from it, SIG Combibloc opened a new packaging materials plant in
Suzhou in the Shanghai region. Consequently, the division now has an even stronger local
presence, allowing it to enter into closer partnerships with existing and new customers

in this dynamic market. For example, an additional leading company in the dairy
industry was gained as a customer, which will increase the plant utilization in 2005
already.

17
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Group report

To sustainably ensure its profitability, SIG Combibloc took necessary measures at the end

of 2004. On the one hand, duplications of activities within the European companies were
reduced. On the other, the implementation of a functional organization in the course of
2005 will lead to more efficient processes in all sectors. Related to these measures, around
250 jobs will be cut worldwide, ultimately leading to discernible cost savings.

In 2004 again, SIG Combibloc further refined innovations that will allow customers to
differentiate themselves from their competitors. In Switzerland and Taiwan, for example,
a new combifitSmall carton format made its market debut.

The innovative aseptic packaging system combishape allows our customers to produce
beverage cartons with widely varying base formats and shapes. Our pilot customer in
Spain has already geared up its production to three-shift operation. A further prototype
is being field tested in France, where the customer has been filling juice in combishape
since August 2004. The interest of our customers to differentiate themselves through unique
products continues to grow. As such, the market is following changes in consumer
patterns and the trend towards innovative and user-friendly packaging concepts.

In the course of the past year, SIG allCap again developed innovative closures for beverage
cartons. The pouring characteristics of new style screw cap, for example, achieved an
extremely positive response from consumers in the demanding pilot market of Switzerland.



Group report

SIG Beverages: oriented towards value added bottling

‘With EUR 133 million, net sales of the SIG Beverages continuing business were on a par with
the previous year’s figure (2003: EUR 135 million). Order intake, in contrast, rose by around
10 % to EUR 128 million (2003: EUR 116 million). In 2004, SIG Beverages was profitable with
a figure of EUR 3 million.

Considering the reluctant investment climate in the beverages industry and the weak US dollar,
these figures are to be judged positively.

In a difficult business environment, SIG Corpoplast (stretch blow-molding machines)
stood fast. Competition remained fierce. In the course of the past business year, this
business unit sold its one thousandth stretch blow-molding machine of the BLOMAX series.
SIG Corpoplast also invested heavily in the year under review by building up the
PLASMAX coating technology and by further refining the fourth generation of the BLomAX
series. The unit also continued to expand its service activities. SIG Moldtec (mold making)
was integrated into SIG Corpoplast during the business year under report.

The Group determined machines for the aseptic filling of high-quality beverages in PET bottles
as being an important growth sector. These activities have been concentrated in the newly
established business unit SIG Asbofill.

SIG Cantec (machinery for three-part cans) looks back on a decidedly successful business
year. In the first half already, the unit received a number of larger orders, thus ensuring
usage of its capacities for the entire year.

In the year under review, the first PLASMAX installations for coating PET bottles were
brought on stream. To drive this development ahead, SIG established a joint-venture with
the coating specialists Schott in Mainz (p) in September 2004.

The development of the pPLASMAX technology is a key step forward to increase the shelf life

and quality of sensitive products filled in plastic bottles. Compared to other technologies,
the process exhibits significant advantages. The thin glass coating applied to the interior

of the bottle enhances the barrier factor, thereby prolonging the shelf life of premium beverages
such as fruit juices. Moreover, the bottles remain transparent and can be recycled. The
potential for applying the process to bottles containing carbonated beverages is also highly
promising. In this case, the loss of carbon dioxide through the bottle walls is substantially
reduced. A customer in the US has taken the decision to install pLASMAX in a pilot plant.
SIG is making the definite start of series production contingent upon trials conducted with proto-
types installed with selected customers. The business year 2005 will provide clear criteria

on the market potential and the chances of success of PLASMAX.
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Group report

SIG Beverages Discontinuing: in line with expectations

The segment SIG Beverages Discontinuing, which at the end of 2004 formed the non-core
business of the Group, achieved results in keeping with expectations. Although the
margins of SIG Simonazzi and SIG Alfa came under severe pressure from the competition,
both units met their net sales targets and are almost in line with the planned operating
results.

The two units awaiting divestment, SIG Manzini and SIG Comaco (processing equipment)

can look back on a successful year. In the segment of tomato processing in particular, the
[talian business units continued to expand their respective market shares and achieved
their budget targets.

SIG Group: adjustment of goodwill impacts on net profit

In 2004, the Group overall achieved net sales and an order intake of EUR 1,694 million and
EUR 1,631 million respectively. A year on year comparison with 2003 is hardly relevant
because of the numerous divestments made during the year under report.

The focusing of the Group and the related divestments has led to an almost complete
goodwill amortisation of SIG Beverages. As a result, a negative Group operating profit (EBIT)
of EUR —118 million was reported. In net profit terms, the extraordinary impact led to a
loss of EUR =166 million.

The number of employees within the Group fell to 6,671 as a consequence of the divest-
ment of SIG Pack and other units in the course of the year under review, as well as the
implemented rationalization and efficiency measures.

Risk management extended further

In the risk management sector, the identified risks were further analyzed at Group level
during the year under report. Management has defined and implemented the applicable
measures required to prevent damage. In the context of assurance management, the risk
management concept also provided the basis for the strategic audit plan that was generated
for the first time. Furthermore, risk management has been integrated more tightly into

the overall strategy process.

Value based management

It lies in the interest of the Group to substantially increase the value of SIG. In order to
ensure this objective, the Group assesses the impact of strategic and operational activities
with regard to the corporate value. Increased value is reflected in the SIG Value Added
(SvA) measure.



Group report

To thorougly implement value based management, the Group systematically executes

among others the following two important steps:

- Target Setting: the planned objectives of the Group Executive Committee are measured
against the expectations of the capital market.

- Performance Measuring: the internal performance is assessed via growth, profitability
and capital efficiency.

SIG orients the decisions and activities of employees and managers in particular more
strongly towards the sva. Management emphasizes to employees that capital is a limited
resource which must be administered in an efficient manner.

Environment: first Group report on sustainability

In the area of sustainability, numerous units made progress during the year under review.
In particular, over 60 % of Group net sales are generated nowadays in companies that
have been certified to the international standard 150 14001 applicable to environmental
management systems.

The SIG Combibloc companies succeeded in significantly reducing waste rates when
manufacturing beverage cartons and again substantially cutting emission levels in the
production process.

In the year under report, one specific decision in Germany reflected the SIG dedication to
the environment: the Federal Council of Germany declared the beverage carton as being
an ecologically advantageous package. Consequently, it is exempt from the mandatory deposit.

The Group has summarized its efforts in the sector of environmental protection, but also
on behalf of the employees or the regions in which we are operating in a first SIG Report on
Sustainability.

Commitment to tsunami victims in South East Asia

In 2004, SIG was also involved in charitable activities. Immediately following the tsunami
catastrophe in Asia, the Group transferred the sum of EUR 50,000 to the United Nations
Children’s Fund UNICEF. In various areas hit by the tsunami, SIG provided beverages in
combibloc cartons free of charge by way of first-line aid.

In addition, the Group Executive Committee established a charitable trust with initial
funding of EUR 100,000. Various regional companies and business units will forgo internal
events planned for 2005, whereby the sums budgeted will be contributed to the trust.

This trust will serve the longer-term care and education of affected children in Thailand
and Indonesia. It will be established locally in Thailand and will be administered by
the local management.
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Group report

Management: branch know-how strengthened, structure streamlined

Lambert Leisewitz, hitherto Member of the Board of Directors, assumed Chairmanship

of the Board on March 30, 2004. As a former CEO of companies operating in the beverages
industry, Lambert Leisewitz brings extensive expertise in that sector to the Group.
Martin Huber was elected Vice Chairman.

At the General Meeting, the shareholders also newly elected Thomas Hiibner, CEO of

the Metro Cash & Carry International GmbH in Diisseldorf, DE, to the Board of Directors.
Thomas Hiibner possesses key know-how in those segments of the beverages and food
products trade, particularly in the Asian markets, which are of significance to the Group.

At the end of May 2004, Dr. Roman Boutellier stepped down as President and CEO of the
Group. Rolf-Dieter Rademacher, Head of the biggest division SIG Combibloc and Member
of the Group Executive Committee, took over operational management of the SIG Group

on June 1, 2004.

Thanks to the focusing process, SIG has been able to streamline structures at Group level.
The management companies of the divisions have been redefined and overlapping tasks
eliminated. There have also been changes to the Group Executive Committee (GEC), which
now consists of Rolf-Dieter Rademacher (CE0), Marco Haussener (cro) and André Rosen-
stock (coo). These three members of the Gec directly manage the operational business
activities of SIG Combibloc and SIG Beverages. This ensures, on the one hand, that the Gec
remains in direct touch with daily business operations and, at the same time, eliminates
the executive level of the divisional management.

SIG Combibloc is also adopting more efficient organizational set-ups, whereby a functional
structure is replacing the previous regional pattern. In future, four internationally active
business functions, in which all market intelligence input is coordinated, will steer the
business: Market Operations (Sales, Services and Marketing), Sleeves Operations
(Beverage Carton Production & Closures), Equipment Unit (Filling Lines § Downstream
Equipment), plus Research § Development.

Share performance: outstanding development

The performance of the SIG share was highly positive and, by year’s end, stood +52 %o
above the closing figure for 2003. By comparison, the sp1rose by +12 % only over the
same period. Following the successful divestments of the first semester and the further focusing
announced in November, there was considerable demand for the SIG share. On average,
some 13,000 shares were traded daily.





