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STADA KEY FIGURES

Key figures for the Group in € million

Group sales

« Generics

« Branded Products

Operating profit

« Generics

« Branded Products

EBITDA

- Generics

« Branded Products

Netincome

Group sales adjusted for currency and portfolio effects

- Generics

- Branded Products

Operating profit, adjusted??

- Generics

« Branded Products

EBITDA, adjusted??

- Generics

- Branded Products

Net income, adjusted??

Cash flow from operating activities

Investments

Depreciation and amortization (net of write-ups)

Employees (average number - based on full-time employees)*

Employees (as of the reporting date - based on full-time employees)

Key share figures

Market capitalization (year-end) in € million

Year-end closing price (XETRA®) in €

Number of shares (year-end)

Average number of shares (without treasury shares)

Earnings per share in €

Dividend persharein €

Total dividend payments in € million

Distribution ratio as a percentage

Earnings per share in €, adjusted?

2017

2,3139
1,361.7
952.2
1923
233.2
993
363.8
2925
2049
853

2,2553
1,324.4
930.9
3223
248.8
156.2
4339
302.8
207.4
195.6

2629
113.6
169.2
10,832
10,176

2017

5,500.4
88.23
62,342,440
62,258,051
137

0.11%

6.8

8%

314

2016 +9%
2,139.2 +8%
1,280.7 +6%
8585 +11%
178.1 +8%
195.2 +19%
814  +22%
3615 +1%
2558 +14%
1862 +10%
859 1%
2,128.7Y +6%
1,272.5% +4%
856.2Y +9%
294.4 +9%
214.2 +16%
152.8 +2%
398.0 +9%
264.9 +14%
200.7 +3%
177.3 +10%
3335 -21%
189.7 -40%
182.7 -7%
10,839 0%
10,923 -7%
2016 +9%
3,066.3 +79%
49.19 +79%
62,342,440 0%
62,256,532 0%
138 -1%

0.72 -85%

44.8 -85%

52 -85%
2.85 +10%

1) Sales of the corresponding period of the previous year adjusted for currency and portfolio
effects represent the comparable basis which is relevant for the key figure of the current
reporting period.

2) The elimination of effects which have an impact on the presentation of STADA's results

of operations and the derived key figures improves the comparability of key figures from
previous years. To achieve this, STADA uses adjusted key figures, which, as so-called pro
forma figures, are not governed by the accounting requirements in accordance with IFRS.
As other companies may not calculate the pro forma figures presented by STADA in the
same way, STADA's pro forma figures are only comparable with similarly designated dis-
closures by other companies to a limited extent.

3) Within the context of this annual report, adjustments in connection with the earnings
figures generally relate to special items.

4) This average number includes changes in the scope of consolidation on a pro-rata basis.

5) Proposal.
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STADA PROFILE

STADA Business Model

« Focuson growing health care market with emphasis on pharmaceuticals
- Segments

Generics (59% share in adjusted Group sales)
Branded Products (41% share in adjusted Group sales)

. Strategic success factors

Positioning toward relatively non-cyclical pharmaceutical market
Comprehensive generics portfolio including selected biosimilars
Attractive margin branded products

Strong product development and well-filled pipeline
International sales network

Numerous initiatives to further enhance efficiency
Highly-qualified and committed employees

2,2553 19 ~50 ~130

Adjusted Group sales Production Sales Countries in which
in € million sites companies STADA products are sold

STADA Highlights 2017

« Strong growth in Group sales - driven by both segments

- Significantincrease in adjusted EBITDA - margin improvement in Generics

« Improved gross margin

- Growing internationalization of successful branded products

- Introduction of 670 products

- Transformation process progressing well -implementation of further efficiency enhancement initiatives
for sustainable growth

- Significantincrease in share price

« Successful takeover by Nidda Healthcare Holding (acquiring company of Bain Capital and Cinven)

Top 5 Branded Products 2017
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APO-Go® Grippostad® Aqualor® Snup® Vitaprost®

Sales: € 68.2 million Sales: € 43.3 million Sales: € 40.3 million Sales: € 36.6 million Sales: € 32.5 million
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Letter to Shareholders from the STADA CEO

LETTER TO SHAREHOLDERS
FROM THE STADA CEO

STADA

i

L

Dr. Claudio Albrecht, Chairman of the Executive Board of STADA Arzneimittel AG

Dear Shareholders,
Ladies and Gentlemen,

2017 was an eventful, but also successful year for STADA. The takeover process took many months to complete and has made
Bain Capital and Cinven our majority shareholder. We now also have, in part, new members on the management team and the
Supervisory Board.

Despite the many changes, we performed well in the past financial year. Excellent business development in the Belgian and
Italian generics and the Russian branded products segments played a key role here. Both core segments significantly bolstered
Group sales. The key earnings figures also saw very sound developments at segment level. We were able to improve both the
Generics margins and the gross margin. The number of product launches also increased compared to the previous year. The fact
that STADA is able to produce these results even in times of change proves the strength of our Group.

However, even if — or precisely because - you are successful, you must continue to initiate and implement changes to ensure
that STADA continues on its growth path. For this reason, the last quarter of 2017 in particular saw us implement a large number
of sustainable initiatives to increase efficiency as part of our transformation process. We bundled organizational and sales
structures, further optimized the product portfolio, and advanced the internationalization of regionally successful branded
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products. Moreover, we introduced cost-cutting measures in the area of procurement and launched projects for the optimiza-
tion of the production and supply chain worldwide. In the Generics segment, we continued to work on further expanding our
product portfolio.

In the last quarter of 2017, we worked with the new team to develop a vision for the STADA Group which will lead to a realignment
of corporate strategy in 2018. As a result, we will be focusing more closely on biosimilars, international marketing of our successful
OTC products as well as more efficient processes. In the area of biosimilars, we have so far pursued an in-licensing strategy, as
this is a lower-risk and more cost-effective way than carrying out in-house developments. In the future, we will expand our
product portfolio by increasingly working with partner companies to develop biosimilars, as this is generally associated with
greater earnings potential. In principle, the focus should be on products for the indications groups of oncology, the central
nervous system, diabetes and ophthalmology. In addition to biosimilars, the internationalization of successful branded products
is one of the business areas with the greatest growth potential, and we therefore intend to promote this far more than we have
donein the past. Hedrin®, the head lice remedy, is an example of this. It is our first pan-European product, and points the way
to us adopting the same route with some of our other strong products such as Fultium® or ViruProtect®. In the course of increas-
ing the efficiency of processes, we will focus on bundling supplier contracts, harmonizing the packaging area, and carrying out
further process optimization in production. These measures are just examples of numerous initiatives that we will be rapidly
implementing during the course of the realignment.

In addition to all the operational changes, we have also introduced a ”Together with our emp/oyees,
cultural change. 2017 was no easy year for our employees, as change always .
comes with uncertainty. This is why we appreciate all the more the active we will SUCCE‘SSfU//y develop

support our employees have given in helping us to achieve these great our GI’OUP and fOCUS on
results. For us to be able to continue to develop our Group and focus on

sustainable growth, we will continue to need employees who are intimate-
ly familiar with STADA and are ready to tackle the new challenges with a
positive attitude. In order to strengthen this stance, we have therefore begun to make significant improvements to the way in
which we communicate in the Group, with our more than 10,000-strong workforce. We will do our upmost to bring about a
better corporate and role model culture in addition to carrying out the specialist tasks ahead of us. Transparency, individual
responsibility, cross-departmental teamwork and open communication are for me the important keywords in this respect.

sustainable growth.”

The past financial year has seen us lay a solid foundation for the sustainable, successful future that lies ahead for STADA. We are
on the right path, but we still have a lot to achieve. We will need to make further changes that are absolutely essential. But | am
sure that we will achieve our goals if we continue to combine our efforts. The past has shown us that these objectives can only
be achieved if we work together. | would therefore like to thank our employees for their outstanding dedication and commitment.
I would also like to thank the former members of the Supervisory Board and Executive Board, as well as the new members of
the Supervisory Board. And, finally, | want to thank the Advisory Board, who also provided us with vital support. When I look at
this outstanding team, | feel very optimistic about the 2018 financial year.

\ f

1
ll' .lf J'UF
v
Dr.CIILudirJAlbrecht
CEOQ/

J
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Report of the Supervisory Board

REPORT OF THE SUPERVISORY BOARD

Dr. Glintervon Au,
Chairman of the Supervisory Board of STADA Arzneimittel AG

Dear Shareholders,

Asthe Supervisory Board of STADA Arzneimittel AG, we look back again at an unusual and eventful financial year 2017 - a year
that was shaped especially by the takeover process that began in February 2017 and was completed in August 2017 and in the
second half of which we saw renewed personnel changes at Executive Board level and in the Supervisory Board.

In reporting year 2017, the Supervisory Board carefully executed the duties incumbent upon itin accordance with the law and
the Articles of Incorporation. It continuously monitored the management of the Company and regularly advised the Executive
Board, particularly on the course of business and business policy, corporate planning including financial, investment and per-
sonnel planning, accounting and the position and strategy of the Company and the Group. The Supervisory Board was involved
directly and at an early stage in all decisions of fundamental importance for the Company. The Executive Board briefed the
Supervisory Board regularly, in a timely manner and comprehensively - at times also between the regular meetings - regarding
all questions related to strategy, planning, business development, the risk situation, risk management, the internal control
system and compliance. The Supervisory Board dealt with the issues submitted to it and reviewed these procedures in detail
and discussed them with the Executive Board, whereby the focus was regularly placed on the benefits, risks and effects of the
matter in question.



Report of the Supervisory Board

Meetings of the Supervisory Board and focus of activities

In financial year 2017, the Supervisory Board convened for a total of twenty-three meetings. All members of the Supervisory
Board generally participated in more than half of the meetings of the Plenum and of the committees to which they belong with
the exception of Ms. Miller, who was prevented from attending the only meeting of the Strategy Committee. The average
participation rate at the meetings of the Supervisory Board and its committees in financial year 2017 was about 95%. We show
them individually in the corporate governance report under “Individualized disclosure of meeting participation” in this Annual
Report. With the exception of specific Supervisory Board issues, the members of the Executive Board regularly participated in
the meetings of the Supervisory Board.

In the past financial year, the Supervisory Board dealt with the following topics in particular:

In an intensive exchange with the Executive Board, it examined the business development of the Company and the Group, the
fundamental positioning of the corporate strategy, corporate planning of the Company and the Group as well as the position of
the Company and the Group, especially the net assets and financial position. The Supervisory Board talked regularly to the
Executive Board about the Group’s financial and liquidity situation, considering especially the investment plans in the Group,
the financing structures and refinancing strategies as well as the development of the debt-to-equity ratio.

The Supervisory Board had the Executive Board report to it regularly on the market structures, development of demand, the
competitive situation and the price, conditions and discount development, in particular the development of the Group’s market
share and that of its relevant competitors. An important role in this regard was played by the effects of regulatory state inter-
ventions on the Group and/or on the individual subsidiaries and the necessary reactions to these, especially in the German home
market with regard to discount agreements with health insurance organizations. In addition, the Supervisory Board regularly
gained an overview of the product development and product portfolio of the Group. It discussed with the Executive Board the
possibilities related to cost, tax and process optimizations.

The Supervisory Board also dealt intensively with risk and opportunities management in the Group, the internal control
and auditing systems, the compliance management system, considered, planned and executed acquisitions, disposals and
cooperations of the Group as well as with the integration of acquired companies and products into the Group. It was regularly
informed by the Executive Board on current M&A projects.

In the reporting year, the Supervisory Board also dealt intensively with the Annual and Consolidated Financial Statements as
of December 31, 2016 and with the ongoing financial reporting of financial year 2017. At its financial statements review meet-
ingin March 2017, the Supervisory Board dealt in detail with the business situation and earnings development in the previous
financial year 2016 as well as with the Annual and Consolidated Financial Statements as of December 31, 2016. Following a
detailed review of the documentation for the financial statements and after discussions with the auditor, the Supervisory Board,
based on the recommendation of the Audit Committee, adopted the Consolidated and Annual Financial Statements for financial
year 2016. The auditor participated in the consultations and reported prior to the resolution on the significant results of the
audit. The Supervisory Board also approved the Report of the Supervisory Board to the General Meeting for financial year 2016.
Furthermore, the Supervisory Board, based on reporting from the Audit Committee as well as from the Executive Board, dealt
with the results from the first quarter, the first half year and second quarter as well as the first 9 months and the third quarter
of financial year 2017 and with the respective business development.

In the past financial year, the Supervisory Board closely supported the structured bidding and takeover process. In many meet-
ings, working meetings and telephone conferences, it especially also dealt intensively with the takeover bid that was successful
in the second attempt from Nidda Healthcare Holding AG (now GmbH), the bidding company from Bain Capital and Cinven, and
with questions regarding the valuation of the Company for an assessment of the appropriateness of the bid price. In this regard,
it was supported by external legal and financial advisers and also established an ad hoc committee in order to more efficiently
prepare and accompany the process. In its former composition, the Supervisory Board issued its approval for the conclusion of
the investor agreement (indirectly) with Bain Capital and Cinven as well as its renewal in connection with the renewed takeover
bid. It passed a resolution on the issue of the two reasoned joint statements from the Executive Board and the Supervisory Board
in the original and in the renewed takeover bid pursuant to Section 27 of the German Securities Acquisition and Transfer Act
(WpUG). Therein, both boards supported the transaction because, in their view, it was in the best interests of STADA and its

09
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Report of the Supervisory Board

stakeholders. The Supervisory Board, together with the Executive Board, also dealt with the exemption of the bidding company
from the one-year exclusion period pursuant to Section 26 (2) WpUG by the German Federal Financial Supervisory Authority
(BaFin) which made the renewed takeover bid possible. The Supervisory Board welcomed the successful takeover by Bain
Capital and Cinven. With the extensive industry expertise of the new owners and their access to a worldwide network in the
health care sector, STADA's position as a globally-active pharmaceutical company should be sustainably strengthened.

Following the successful completion of the takeover, the Supervisory Board, in its new composition, dealt with the planned
conclusion of the domination and profit and loss transfer agreement between STADA and Nidda Healthcare GmbH and the
associated valuation issues. Approval of the contract conclusion itself was issued on December 19, 2017 by the Ad-hoc-DPLA
Committee, which the Supervisory Board had established to efficiently and neutrally support the process. The Supervisory
Board is of the opinion that the conclusion of the domination and profit and loss transfer agreement is in the best interests of
STADA and its stakeholders and that the settlement and compensation payment offered to minority shareholders were appro-
priate. As a result of the domination and profitand loss transfer agreement concluded on December 19, 2017, a closer and more
effective cooperation between STADA and its majority shareholder, Nidda Healthcare GmbH, as well as the companies controlled
by Bain Capital and Cinven is ensured. The contract received the approval of STADA’s Extraordinary General Meeting on Febru-
ary 2, 2018 and thus takes effect with entry in the Commercial Register.

The Supervisory Board also dealt intensively and following detailed discussions with the Executive Board with the Annual
General Meeting that was postponed to August 30, 2017, including questions regarding the agenda as well as with the Extra-
ordinary General Meeting of February 2, 2018 and made all resolutions in connection with these.

The subject of intensive discussions on the part of the Supervisory Board in the past financial year was also the review of issues
in the past, particularly relating to former members of the Executive Board. At the initiative of the Supervisory Board and the
Executive Board in its former composition, the Annual General Meeting 2017 decided to postpone approval of former members
of the Executive Board for financial year 2016. The Supervisory Board in its new composition on November 8, 2017 established
its own Compliance Committee which, with the support of an external law firm, is impartially undertaking a neutral and final
appraisal of the situations. This appraisal is being carried forward with a high degree of intensity but in the interest of an
unprejudiced and full clarification is still ongoing. Therefore, without being able to anticipate the results, the Supervisory Board
is nonetheless confident that initial results should ideally be available by the Annual General Meeting on June 6, 2018.

In the reporting year, the Supervisory Board also dealt repeatedly and intensively with Executive Board issues as well as the
search for new Executive Board members.

Following the taking of office of the judicially appointed members of the Supervisory Board on September 26, 2017, the new
Supervisory Board got together with the Executive Board for an intensive and detailed exchange. The Supervisory Board also
revised its rules of procedure. Further, it developed new goals for its composition and the competence profile for the entire
committee pursuant to Section 5.4.1 (2) of the German Corporate Governance Code (GCGC) and, in this connection, developed
a diversity concept in accordance with Section 289f (5) HGB for the Executive Board and the Supervisory Board. As part of this
process, the Supervisory Board also set new targets for the proportion of women in the Supervisory Board and the Executive
Board. The aspects mentioned are described in greater detail in the Corporate Governance Reportincluding the Declaration on
Corporate Governance for STADA Arzneimittel AG and the Group.

At the end of the reporting year, the Supervisory Board also dealt thoroughly with the Group budget for financial year 2018
presented by the Executive Board.

Personnel changes in the Supervisory Board and Executive Board
The following changes in the Supervisory Board and Executive Board occurred in financial year 2017:

Following the successful takeover, on August 25, 2017, the Chairman of the Supervisory Board at the time, Carl Ferdinand Oetker
and Supervisory Board members at the time Rolf Hoffmann, Dr. Birgit Kudlek, Tina Maller and Dr. Gunnar Riemann resigned
their positions in the Supervisory Board with effect from the end of September 25, 2017 in accordance with the resignation
period stipulated by the Articles of Incorporation. The Supervisory Board would like to take this opportunity to thank the former
members of the Supervisory Board for their work in the Supervisory Board during their respective periods in office.
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On September 26, 2017, the District Court of Frankfurt am Main, with immediate effect, appointed Dr. Giinter von Au, Jan-Nicolas
Garbe, Benjamin Kunstler, Bruno Schick, Dr. Michael Siefke as members of the Supervisory Board. At its constituent meeting
on September 27, 2017, the Supervisory Board elected Dr. Glinter von Au as its new Chairman and immediately took up its work.

OnJuly 4, 2017, the former Chairman of the Executive Board Dr. Matthias Wiedenfels and Chief Financial, Marketing & Sales
Officer Helmut Kraft stepped down from their respective offices. It was possible for the Supervisory Board at the time to quick-
ly fill the positions with immediate effect through interim members of the Executive Board Engelbert Coster Tjeenk Willink as
Chairman of the Executive Board and Dr. Bernhard Duttmann as Chief Financial Officer. Following the successful takeover,
Engelbert Coster Tjeenk Willink and Dr. Bernhard Dittmann stepped down from their respective offices with effect as of
September 27,2017. The newly composed Supervisory Board appointed Dr. Claudio Albrecht as new Chairman of the Executive
Board and Mark Keatley as Chief Financial Officer both with immediate effect as of September 27, 2017. The Supervisory Board
would like to thank the former Executive Board members who held office in financial year 2017 for their work during their
respective times in office.

As of the balance sheet date, the Executive Board thus consisted of Dr. Claudio Albrecht as Chairman of the Executive Board,
Mark Keatley as Chief Financial Officer and Dr. Barthold Piening as Chief Technical Officer.

Work of the committees

The committees established by the Supervisory Board supported the Supervisory Board in its duties over the course of the
reporting year.

The Audit Committee convened for six meetings in financial year 2017 at which the auditor and in general also the members
of the Executive Board participated. The Chairman of the Audit Committee and the Chairman of the Supervisory Board also
maintained an exchange with the auditor between the meetings. Both the former Chairman of the Audit Committee, Dr. Gunnar
Riemann, as well as the newly-elected Chairman of the Audit Committee Dr. Michael Siefke have the particular knowledge and
experience in the areas of accounting and auditing that is required by the German Stock Corporation Act.

The focus of the committee’s work in financial year 2017 was, in particular, the review of the Annual and Consolidated Financial
Statements from financial year 2016 together with the Management Report and the Group Management Report for financial
year 2016, the proposal for the appropriation of profits and the reports of the auditor as well as the preparation of the Super-
visory Board resolutions on these items. In addition, the condensed Interim Consolidated Financial Statements and Group
Interim Management Report as of June 30, 2017 under consideration of the report of the auditor on the review of the financial
statements were discussed in detail. The interim reports on the first quarter of 2017 and the first nine months and the third
quarter of 2017 were also subjects that were dealt with by the committee. In addition, the Audit Committee dealt primarily with
the operating results, key figures, accounting, Group financing principles, internal risk management, internal audit as well as
compliance in the Group.

Already in the previous reporting year, the Audit Committee had agreed to implement the process for the selection of the auditor
as part of the changed EU auditing regulation and to publicly tender the audit of the Annual and Consolidated Financial State-
ments for STADA for financial year 2017 in a diligent and transparent selection process in accordance with Article 16 of the
EU regulation. On the basis of its preferred election recommendation, the Supervisory Board will make the General Meeting
2017 arecommendation for financial year 2017, according to which the auditing firm PricewaterhouseCoopers GmbH was
elected new auditor and Group auditor by the General Meeting for financial year 2017. The Audit Committee also dealt in detail
with the planned focuses of the audit by the auditor and Group auditor for financial year 2017 as well as with the new legal
requirements for the publication of the audit of the financial statements.

The Audit Committee also dealt with the preparations for the Supervisory Board Plenum with the Combined Non-Financial
Report pursuant to Section 289 HGB in connection with Section 315b HGB which was to be issued for the first time in financial
year 2017 by the Executive Board and reviewed by the Supervisory Board, which also dealt with the process of its preparation.
It proposed to the Supervisory Board Plenum, in line with Section 111 (2) Sentence 4 AktG, that the Combined Non-Financial
Report be subjected to a review of its contents by PricewaterhouseCoopers GmbH Wirtschaftsprifungsgesellschaft.
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Report of the Supervisory Board

In addition, the Audit Committee, in a meeting held in November 2017 at which the members of the Ad-hoc DPLA Committee
also participated, was informed by valuation experts ValueTrust Financial Advisors SE on the current status of the calculation
of the enterprise value for the purposes of the planned conclusion of a domination and profit and loss transfer agreement
between STADA and Nidda Healthcare GmbH.

The Human Resources Committee convened for four meetings in financial year 2017 as well as for many working meetings and
telephone conferences arranged at short notice. The subject of the meetings and discussions outside of the meetings were
questions of Executive Board remuneration and Executive Board employment contracts, the composition of the Executive Board,
general Executive Board matters as well as consultations on the terminations of the periods in office of former Chairman of the
Executive Board Dr. Matthias Wiedenfels and Chief Financial, Marketing & Sales Officer Helmut Kraft including questions
related to succession in the Executive Board through interim Executive Board members Engelbert Coster Tjeenk Willink as
Chairman of the Executive Board and Dr. Bernhard Dittmann as Chief Financial Officer. In this connection, the Human Resources
Committee held interviews with the candidates and introduced them to the Plenum. On October 23, 2017, the Supervisory
Board decided on the dissolution of the Human Resources Committee, with their tasks being transferred to the newly-formed
Chairman’s Committee.

The Strategy Committee held one meeting in financial year 2017. At this meeting, it discussed what is new in the Branded
Products core segment, portfolio management and the internationalization strategy. Furthermore, the Strategy Committee
dealt with the introduced transformation program and the planned strategy review in the area of production and development.
On October 23, 2017, the Supervisory Board decided on the dissolution of the Strategy Committee, with its tasks being trans-
ferred to the newly-formed Chairman’s Committee.

Atits only meeting in financial year 2017, the Nomination Committee dealt with the recommendations of the German Corporate
Governance Code with regard to the definition of an age limit for membership of the Supervisory Board and a standard limit for
the duration of membership in the Supervisory Board and then voted unanimously in favor of a relevant resolution recommen-
dation to the Supervisory Board Plenum.

On February 15, 2017, the Supervisory Board decided, in the course of the execution of the structured bidding process in the
takeover procedure, on the establishment of an Ad-hoc Takeover Committee in order to facilitate a fast and close exchange
between the two organs Executive Board and Supervisory Board, the ability to act at short notice as well as the fast and efficient
decision-making ability of the Supervisory Board. The Committee got together for many working meetings, discussions and
telephone conferences, often arranged at short notice. Together with the Executive Board, it took part in personal meetings
with the bidder consortiums and discussed the investor agreements. It dealt in a preparatory manner for the Supervisory Board
Plenum, among other things, intensively with the takeover bids, associated questions of the valuation of the Company for the
assessment of the appropriateness of the bid price, the communication strategy as well as the reasoned joint statements together
with the Executive Board. Following the completion of the takeover of the Company by Bain Capital and Cinven, the Ad-hoc-
Takeover Committee, with the resolution of September 3, 2017, was dissolved with immediate effect.

On October 23, 2017, the Supervisory Board decided on the establishment of a Chairman’s Committee. The Chairman’s
Committee convened in financial year 2017 for its inaugural meeting and dealt intensively in working meetings and through the
holding of interviews with the search for a suitable successor for Dr. Claudio Albrecht. At the beginning of 2018, it was possible
to attract Peter Goldschmidt as new Chairman of the Executive Board from September 1, 2018, an outstanding successor who
will continue to pursue the successful path of renewal at STADA.

On October 23,2017, in the course of the planned completion of a domination and profit and control transfer agreement between
STADA and Nidda Healthcare GmbH, a DPLA Committee was established as an ad-hoc committee for the efficient and neutral
process support and delegated the approval of the Supervisory Board for the conclusion of the domination and profit and loss
transfer agreement. The members of the Committee concluded, after intensive discussions, that the conclusion of the domina-
tion and profitand loss transfer agreement is in the best interests of STADA and that the settlement and compensation payment
offered to minority shareholders were appropriate. The members of the DPLA Committee in November 2017, among other things,
participated in a meeting of the Audit Committee at which the valuation experts informed them on the ongoing enterprise
valuation. At its meeting on December 19, 2017, the Committee, following an explanation by the valuation experts and the
contract auditors as well as detailed discussions with the Executive Board, issued its approval for the conclusion of the domi-
nation and profitand loss transfer agreement.
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The Compliance Committee established on November 8, 2017 held three meetings in the reporting year exchanged information
outside of the meetings in numerous telephone conferences. The Committee dealt intensively with the specific status of the
handling of past issues relating in particular to former members of the Executive Board and was supported by an external law
firm dealing with the neutral clarification. It prepared the decisions to be taken in these matters by the full Supervisory Board.

The Chairmen of the committees informed the Supervisory Board Plenum at its ordinary meetings regularly and thoroughly on
their work.

Corporate Governance

In financial year 2017, the Supervisory Board and Executive Board also dealt in detail with the further development of corporate
governance in the Company while taking the current version of the German Corporate Governance Code into account. In March
2017, the Supervisory Board together with the Executive Board, initially on the basis of the version of the German Corporate
Governance Code from May 5, 2015 (published on June 12, 2015 in the Federal Gazette) issued the Declaration of Compliance
pursuant to Section 161 of the German Stock Corporation Act and updated it in July 2017. In December 2017, the Executive
Board and the Supervisory Board also issued a new Declaration of Compliance pursuant to Section 161 of the German Stock
Corporation Act on the basis of the German Corporate Governance Code in the version from February 7, 2017 (published in the
Federal Gazette on April 24, 2017 and published in the corrected version on May 19, 2017) and thus took into account the new
version of the German Corporate Governance Code. The formerly usual declaration frequency thus returned at the end of the
year. This Declaration of Compliance is printed in this Annual Report in the chapter “Corporate Governance Report including the
Declaration of Corporate Governance for STADA Arzneimittel AG and the Group” and available to the public on the website of
the Company at www.stada.de or www.stada.com under Investor Relations/Corporate Governance together with all previous
Declarations of Compliance and updates.

No conflicts of interest arose in the reporting year which had to be disclosed to the Supervisory Board and about which the
General Meeting must be informed. Because, however, the Supervisory Board could not entirely rule out a potential conflict of
interest in relation to the domination and profit and loss transfer agreement, it established the DPLA Committee as a precaution,
in order to ensure in any case a neutral resolution with regard to the conclusion of the domination and profit and loss transfer
agreement.

Annual and Consolidated Financial Statements, audit; Non-Financial Report

The Annual Financial Statements of STADA Arzneimittel AG and the Consolidated Financial Statements as of December 31, 2017
as well as the Combined Management Report for the AG and the Group for financial year 2017 were audited by Pricewaterhouse-
Coopers GmbH Wirtschaftsprifungsgesellschaft, Frankfurt am Main, and issued with an unqualified audit opinion. The legal
requirements and rotation obligations from Sections 319 and 319a of the German Commercial Code (HGB) are complied with.
In addition to legal requirements, the Company also ensures that the responsible auditor is not active for more than five years.
For the audit of the Annual and Consolidated Financial Statements 2017, for the first time auditor Dr. Bernd Roese, Pricewater-
houseCoopers GmbH was the responsible auditor (formerly auditor Annika Frode, PKF Deutschland GmbH).

The Supervisory Board had no doubts with regard to the independence of the auditor. The auditor submitted the Statement of
Independence as required by the German Corporate Governance Code. The main areas of the audit were established by the
Supervisory Board within the scope of the commissioning of the auditor. The Audit Committee reviewed the Financial Statements
and Consolidated Financial Statements as well as the Combined Management Report for the AG and the Group as well as the
proposal for the appropriation of profits and also included the reports of the auditor on the audit of the Financial Statements in
its review. The auditor reported on significant results of the audit in a meeting of the Audit Committee and was available for
questions to the members of the Committee. The members of the Audit Committee dealt extensively with the submissions from
the Executive Board and the audit reports and discussed these with the auditor. The Audit Committee raised no objections and
recommended that the Supervisory Board approve the financial statements and the Combined Management Report for the AG
and the Group and assent to the Executive Board’s proposal for the appropriation of profits.
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Report of the Supervisory Board

On the basis of the preparation by the Audit Committee, the Supervisory Board examined the Financial Statements and the
Consolidated Financial Statements prepared by the Executive Board, the Combined Management Report for the AG and the
Group on the financial year 2017 as well as the Executive Board’s proposal for the appropriation of profits. The Chairman of the
Audit Committee reported to the Supervisory Board on the work and the audit results of the Audit Committee. The auditor
reported to the Supervisory Board on significant results of the audit and was available for questions from members of the
Supervisory Board. The Supervisory Board discussed the submissions mentioned above and the conclusions of the auditor in
detail with the auditor and the Executive Board. In addition, following the final results of the Supervisory Board’s own examination,
the Supervisory Board had no objections to the Financial Statements, the Consolidated Financial Statements and Combined
Management Report for the AG and the Group on the financial year 2017 and concurred with the outcome of the audit. The new
auditor also determined that the Executive Board had implemented an appropriate information and monitoring system which,
in its concept and use, is suitable for the early recognition of any developments that could threaten the continuation of the
Company.

The Supervisory Board approved the Annual Financial Statements and the Consolidated Financial Statements prepared by the
Executive Board. The Annual Financial Statements are thus adopted. The Supervisory Board concurred with the individual
assessments of the business situation and the outlook and with the proposal of the Executive Board for the appropriation
of profits that provides for a dividend of € 0.11 per STADA share as given in the Combined Management Report for the AG and
the Group.

Furthermore, the Audit Committee and the Supervisory Board dealt with the Combined Separate Non-Financial Report for
STADA Arzneimittel AG and the Group prepared by the Executive Board for financial year 2017. Auditing firm Pricewaterhouse-
Coopers GmbH conducted an audit to obtain limited assurance and issued an unqualified audit opinion. The documents were
carefully reviewed by the Audit Committee and Supervisory Board at its balance sheet meetings in March 2018. The Executive
Board explained the reports in detail at both meetings. Representatives of the auditor took part in both meetings in which they
reported on the significant results of their audit and answered additional questions from the members of the Supervisory Board.
Following their review, the Supervisory Board had no objections.

The report prepared by the Executive Board pursuant to Section 312 AktG on relationships of STADA Arzneimittel AG with
affiliated companies was submitted to the Supervisory Board. In its conclusion, the report contains the following declaration
of the Executive Board, which is also included in the Management Report:

“Our Company, STADA Arzneimittel AG, received an appropriate consideration for each transaction listed in the report on rela-
tions with affiliated companies for the period from August 22 until December 31, 2017, under the circumstances known to us
at the time the transactions were made. Measures requiring disclosure were neither taken nor did the Company refrain from
taking such measures in the reporting period.”

The auditor reviewed the report on relations with affiliated companies and issued the following audit opinion:
“Following our proper audit and evaluation, we confirm that

1.theactual disclosures in the report are correct
2. forthe legal transactions listed in the report, the payment from the company was not inappropriately high.”

The auditor took part in the meeting of the Supervisory Board in March 2018 about the report on relations with affiliated com-
panies and was available to provide the Supervisory Board with any supplementary information. Following its own review, the
Supervisory Board agrees with the assessment of the auditor and had no objections to the declaration of the Executive Board
on relations with affiliated companies at the end of the report and integrated into the Management Report.
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Conclusion

Although the Supervisory Board only reconstituted at the end of September 2017, we have drawn a generally positive conclusion
for the past financial year, a year that was associated with intensive phases for the entire STADA Group and all of its employees.
For the successful profitable growth of a company, one in which our customers see the partner of their choice and in which our
colleagues enjoy working and are committed, not only is a carefully thought-out strategy and professional implementation an
important condition, but also personnel continuity.

| personally am thoroughly convinced that, in recent months, we have laid the foundation for the positive future of our
Company.

The Supervisory Board wishes to express its gratitude to all of the Group’s employees, the Executive Board and management
for their tremendous commitment in financial year 2017.

Bad Vilbel, March 8, 2018

%yﬂz@r fe... L

Dr. Gintervon Au
Chairman of the Supervisory Board



16

Overview of the Financial Year

OVERVIEW OF THE FINANCIAL YEAR

STADA showed good business development in 2017. Group sales increased
significantly driven by both segments. Earnings figures developed positively
at segment level, but were impacted at Group level by special items. Both
the Generics margin and the gross margin improved. The takeover by
Nidda Healthcare Holding (acquiring company of Bain Capital and Cinven)
was successful.

Good business development

STADA showed good business development in the reporting year. In particular, contributing to this were the very positive
developments in the Belgian and Italian generics segment as well as the Russian branded product segment. Earnings figures
developed positively at segment level but at Group level they were impacted by special items particularly attributable to
consultancy services in connection with the takeover by Bain Capital and Cinven that was completed in 2017 and to severance
payments.

Reported Group sales increased in financial year 2017 by 8% to € 2,313.9 million (previous year: € 2,139.2 million). When effects
on sales attributable to changes in the Group portfolio and currency effects are deducted, adjusted Group sales increased by
6% to € 2,255.3 million (previous year: € 2,128.7 million).

Reported EBITDA increased by 1% to € 363.8 million (previous year: € 361.5 million). Adjusted EBITDA recorded growth of 9%
to€433.9 million (previous year: € 398.0 million). Reported netincome declined by 1% to € 85.3 million (previous year: € 85.9 mil-
lion). Adjusted net income increased by 10% to € 195.6 million (previous year: € 177.3 million).

The Executive Board and the Supervisory Board propose to the General Meeting on June 6, 2018 that a dividend of € 0.11 per
STADA share be distributed for financial year 2017.

The financial position of the STADA Group recorded positive development in the reporting year. The equity ratio as of December
31,2017 was 31.4% (December 31, 2016: 30.4%). Net debt amounted to € 1,054.7 million as of the balance sheet date (Decem-
ber 31, 2016:€1,118.2 million). In financial year 2017, the net debt to adjusted EBITDA ratio improved to 2.4 (previous year:
2.8).

Cash flow from operating activities in 2017 decreased to € 262.9 million (previous year: € 333.5 million). Free cash flow was
€140.2 million (previous year: € 161.8 million). Free cash flow adjusted for payments for significant investments or acquisitions
and proceeds from significant disposals decreased to € 181.2 million (previous year: € 243.9 million).
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Successful takeover offer

After the takeover offer published on April 27, 2017 by Nidda Healthcare Holding AG (with entry from October 23, 2017 now
Nidda Healthcare Holding GmbH), the acquiring company of Bain Capital and Cinven, did not reach the minimum acceptance
threshold, Nidda Healthcare Holding AG made STADA shareholders a renewed and improved takeover offer on July 19, 2017
following the exemption from the exclusion period granted by BaFin and approved by STADA. This offer was successful after
63.85% of the STADA shares outstanding were tendered to the acquiring company and the minimum acceptance threshold was
thus exceeded.

Changes in the Executive Board and Supervisory Board
In financial year 2017, there were changes in both the STADA Executive Board and the STADA Supervisory Board.
On April 1, 2017, Dr. Barthold Piening, Chief Technical Officer, took up his position as member of the STADA Executive Board.

At the beginning of the third quarter of 2017, changes were made to the STADA Executive Board after the STADA Supervisory
Board at its meeting on July 4, 2017 consented to the resignation of Dr. Matthias Wiedenfels as Chairman of the Executive Board
and Helmut Kraft as member of the Executive Board with immediate effect. At the same time, the Supervisory Board appointed
Engelbert Coster Tjeenk Willink as Chairman of the Executive Board and Dr. Bernhard Dittmann as a member of the
Executive Board and Chief Financial Officer. Both of the new Executive Board members were appointed with immediate effect
and for a period until December 31, 2017.

On August 25, 2017, STADA gave notice that Carl Ferdinand Oetker, Chairman of the Supervisory Board, Rolf Hoffmann,
Dr. Birgit Kudlek, Tina Muller and Dr. Gunnar Riemann resigned from their positions on the Supervisory Board with effect
from the end of September 25, 2017 in accordance with the resignation period provided by the Articles of Incorporation. On
September 27, 2017, STADA announced that Jan-Nicolas Garbe, Benjamin Kunstler, Bruno Schick, Dr. Michael Siefke and
Dr. Glnter von Au with effect from September 26, 2017 were appointed by the court as successors of the STADA Supervisory
Board members who had resigned. In addition, the Company also announced that the Supervisory Board in its constituent
meeting elected Dr. Glinter von Au as new Chairman of the Supervisory Board.

At its meeting on September 27, 2017, the Supervisory Board consented to the resignation of Engelbert Coster Tjeenk Willink
as Chairman of the Executive Board and Dr. Bernhard Diittmann as member of the Executive Board with immediate effect.
Further, the Supervisory Board on the same day appointed Dr. Claudio Albrecht as new Chairman of the Executive Board and
Mark Keatley as new Chief Financial Officer.

Transformation process including numerous initiatives for further efficiency enhancement progressing well

As part of the transformation process, in the reporting year and in particular in the fourth quarter of 2017, STADA sustainably
implemented the numerous initiatives for further efficiency enhancement. Within the scope of this process, organizational and
sales structures were bundled, the project portfolio further optimized and progress was made in the internationalization of
regionally successful branded products. In addition, the Group introduced measures for cost reduction in the procurement area
and launched projects for the further optimization of production and the supply chain. In the Generics segment, STADA con-
tinued the successful development for expansion of the product pipeline. In addition, a cultural transformation was introduced
in order to achieve significantly closer collaboration among those employed by the Group.
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In the fourth quarter of 2017, the Executive Board, together with the new team, developed a vision for the STADA Group that
will lead to a repositioning of the corporate strategy in 2018. As part of this approach, the Group is increasingly relying on
biosimilars, an international marketing of its successful OTC products and more efficient processes. In terms of the further
expansion of the biosimilar portfolio, the Group intends to increasingly develop biosimilars in cooperation with partner com-
panies because this is generally associated with greater earnings opportunities. Because the internationalization of successful
productsis, in addition to biosimilars, one of the business areas with the greatest growth potential, STADA will push this forward
much more intensively than in the past. In the course of improving the efficiency of processes the Group is relying, among
other things, on the bundling of supply contracts, harmonization in the packaging area as well as further process optimizations
in production



The STADA Share

THE STADA SHARE

In stock market year 2017, the STADA share recorded an exceedingly positive
development - mainly due to takeover speculation. With € 88.23 it achieved a
new all-time high in December. In light of an increase of 80%, the STADA share
developed significantly better than the MDAX®.

Substantial price increase - STADA share reaches new all-time high

While international stock exchange indices like the Dow Jones, the Nikkei or the DAX® reached record levelsin 2017, the STADA
share also hita new all-time high. In total, STADA’s share price increased by 80% in stock market year 2017. Although the share
price closed 2016 at € 49.19, it was € 88.23 at the end of 2017. This development was influenced initially by the ongoing takeover
speculation. Following the achievement of the minimum acceptance threshold, so-called short-selling transactions as well as
speculation regarding a higher settlement offer for the remaining shareholders also contributed.

The relevant national comparative indices for STADA showed differing share price developmentin 2017. The German benchmark
index DAX®¥ increased by 13%?2, the MDAX®3), of which the STADA share is a part, rose by 18%?2 and the price of the MSCI Small
Cap Europe®, which also includes the STADA share, recorded an increase of 36%.

STADA's market capitalization increased from € 3.066 billion to € 5.500 billion in 2017. Based on Deutsche Borse AG’s index
system, which only considers free float, STADA, in terms of market capitalization, took place 43 in the MDAX® (2016: position
20). Itshould be kept in mind in this regard that STADA's free float decreased from 100% in 2016 to approximately 35% in 2017
as aresult of the takeover.

Average daily volume of the STADA share in XETRA® trading and the Frankfurt Stock Exchange in 2017 totaled € 21.1 million
(previous year: € 13.0 million). STADA thus ranked 9 in terms of trading volume in accordance with the Deutsche Borse AG index
systematic (previous year: position 18).

Share price development 2017 STADA share vs. MDAX® in %

170

160
STADA Arzneimittel AG

150
140
130
120
110 MDAX®
100
90 94.99
Jan.1, 2017 Mar. 1, 2017 May 1, 2017 Jul.1,2017 Sep.1,2017 Nov. 1, 2017 Dec. 29, 2017
3) MDAX® the index of Deutsche Bérse AG for midcap companies, largely consisting of the
50 next-biggest companies by market capitalization and order book volume below the DAX®,
1) DAX® is the index of Deutsche Bérse AG, largely consisting of the 30 biggest companies by thus also including the STADA share.
market capitalization and order book volume. 4) The MSCI Small Cap Europe is made up of about 14% of the smallest companies by
2)The development relates to the XETRA® closing price. XETRA® is the electronic trading market capitalization in the MSCI Europe Investable Market Index and is based on market

system of Deutsche Borse AG. capitalization by free float.
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The STADA Share

Capital structure

As of December 31, 2017, the subscribed share capital of STADA Arzneimittel AG amounted to € 162,090,344.00 (December
31,2016:€162,090,344.00) consisting of 62,342,440 registered shares (December 31, 2016: 62,342,440 registered shares)
each with an arithmetical share in share capital of € 2.60.

Key results of the Annual General Meeting

At the STADA Annual General Meeting held on August 30, 2017, the approval of the actions of the Executive Board for financial
year 2016 was postponed. For the remaining agenda items, the General Meeting voted in accordance with the administrative
proposals. A decision was thus made to increase the dividend by 2 cents per share to € 0.72 for financial year 2016. In addition,
the General Meeting also appointed auditing company PricewaterhouseCoopers GmbH as new auditor of the Annual and
Consolidated Financial Statements for financial year 2017.

An Extraordinary STADA General Meeting took place on February 2, 2018. Further details can be found in the “Report on
Post-Balance Sheet Date Events”.

Dividend
The Executive Board and the Supervisory Board propose to the General Meeting on June 6, 2018 that a dividend of € 0.11 per
STADA share be distributed for financial year 2017. This would represent total dividend payments of € 6.8 million (previous year:

€ 44.8 million) and a distribution ratio of 8% of the reported net income (previous year: 52%).

STADA key share data

STADA key share data 2016
Number of shares (year-end) 62,342,440 62,342,440
Number of treasury shares (year-end) 84,311 85,043
Average number of shares (without treasury shares) 62,258,051 62,256,532
Year-end closing price (XETRA®) in € 88.23 49.19
High (XETRA® closing price) in € 88.23 50.42
Low (XETRA® closing price) in € 46.69 28.67
Price-earnings ratio (PE)" in % 28.1 173
Market capitalization (XETRA®) in € million (year-end) 5,500.4 3,066.3
Average daily trading volume? in € million 211 13.0
Earnings per share in € 137 138
Earnings per share adjusted’ in € 3.14 2.85
Dividend per share® in € 0.11 0.72
Dividend yield® in % 0.1 15
Dividend distribution® in € million 6.8 44.8
Distribution ratio* in % 8 52
Free cash flow adjusted per share in € 2.9 39
Ratio price? to adjusted? free cash flow 303 12.6

1) Reference value is the year-end closing price and earnings per share adjusted.
2) Average, XETRA® trading.
3) The elimination of effects which have an impact on the presentation of STADA's results

of operations and the derived key figures improves the comparability of key figures from 4) Proposal.

previous years. To achieve this, STADA uses adjusted key figures, which, as so-called pro 5) Adjusted for payments for significant investments and acquisitions and proceeds from
forma figures, are not governed by the accounting requirements in accordance with IFRS. significant disposals.

As other companies may not calculate the pro forma figures presented by STADA in the same 6) Reference value is the year-end closing price.

way, STADA's pro forma figures are only comparable with similarly designated disclosures 7) Adjusted for payments for significant investments and acquisitions and proceeds from

by other companies to a limited extent. significant disposals.
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Shareholder structure

As of December 31, 2017, approximately 8,500 shareholders held share capital of STADA Arzneimittel AG. The shareholder
structure, which is based on regularly carried out analyses, can be seen in the following graphics:

Shareholder types?

Institutional investors ~33% — — Bain Capital/Cinven? ~65%

Private investors ~2% —

Geographical shareholder structure (institutional investors)*

Unknown/ Shareholdings below threshold ~6% —| ,— Rest of World ~ 0%

Europe (excluding UK and Germany) ~6% —

United Kingdom ~7% —'

North America~12% — — Germany ~68%

Asof December 31, 2017, STADA held 84,311 of its own shares (previous year: 85,043). As part of an employee share ownership
program, STADA sold 732 of its own shares in the reporting year at an average price of € 51.72.

The voting rights notices received by STADA can be viewed on the website at www.stada.de or www.stada.com.

Directors’ Dealings

In financial year 2017, according to information available to the Company, STADA reported a total of two Directors’ Dealings.
For details concerning these dealings, please refer to www.stada.de or www.stada.com.

1) Source: Orient Capital; shareholder analysis based on share register as of
December 29, 2017.
2) Held by Nidda Healthcare Holding GmbH.
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Fundamental Information about the Group

Group’s Business Model

Focus on the health care growth market with emphasis on the pharmaceutical market

STADA s an internationally active health care company organized as a stock corporation. The business model of STADA focuses
on the health care market and particularly the pharmaceutical market. The Group is thus active in a global growth industry that
is relatively independent of the economy. The significant general growth drivers include a global population increase, an aging
society in industrialized nations and further medical progress. For reasons related to costs and risks, STADA does not concentrate
on theresearch and development of innovative active pharmaceutical ingredients, but rather on the development and market-
ing of pharmaceutical products that are free from commercial property rights, particularly patents (so-called “generics”).

The Group is managed under the two core segments Generics and Branded Products. In financial year 2017, Generics contrib-
uted around 59% and Branded Products around 41% to Group sales. STADA intends to reverse this relationship in the long term,
because branded products are subject to fewer regulatory interventions and often have more attractive margins than generics.

Butthere are also further growth potentials in generics because they represent a more affordable alternative to the often much
more expensive original products and thus help to ease the financial burden on health care markets. Furthermore, growth
opportunities result from the continuous expiration of patents and other commercial property rights. Substantial growth
opportunities are also attributed to biosimilars because, in comparison with cost-intensive biopharmaceuticals, they can make
asignificant contribution to cost reductions. In consideration of this potential, in the Generics segment STADA intends, on the
one hand, to expand in markets with relatively low penetration rates and, on the other hand, to add selected biosimilars to its
existing portfolio. In terms of the latter, the Group plans to increasingly develop biosimilars also in cooperation with partner
companies (see “Product Development”).

The area of branded products at STADA includes in particular non-prescription products (OTC), prescription products (RX)and
discretionary prescription products (OTX). In addition to the ongoing expansion of the portfolio, STADA is increasingly moving
forward with the internationalization of successful brands.

While within the scope of the marketing of generics the focus is on low pricing, the sales focus for branded products, in addition
to the product characteristics, is mainly on the brand name. In this segment, the Group pursues the concept of the so-called

“strong brands”, relying on high brand awareness.

Top 5 generics active ingredients

Sales 2017 Change from

Active ingredient Indication group in € million previousyear
Tilidin Naloxon Pain 36.5 -16%
Atorvastatin Elevated cholesterol level 25.4 +4%
Epoetin zeta Anemia 24.6 +10%
Diclofenac Pain/inflamation 21.2 +3%
Pantoprazol Gastric ulcer/reflux 21.2 -5%
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The eight largest markets in the Generics segment in terms of sales

Sales 2017 Change from

in € million previous year
Germany 2973 -3%
Italy 170.5 +8%
Belgium 120.8 +33%
Russia 1063 +15%
Spain 105.5 0%
Serbia 943 +69%
France 789 -4%
Vietnam 64.6 -7%
Total 1,038.2 +8%

Top 5 branded products

Sales 2017 Change from
Branded product Indication group in € million previous year
APO-Go® Parkinson’s 68.2 +2%
Grippostad® Cold 433 -1%
Aqualor® Rhinitis/sore throat 40.3 +116%
Snup® Rhinitis 36.6 +51%
Vitaprost® Prostate disease 325 +63%
Total 2209 +25%

Thefive largest markets in the Branded Products segment in terms of sales

Sales 2017 Change from

in € million previous year
Russia 236.8 +58%
Germany 172.8 -3%
United Kingdom 165.3 -6%
Italy 43.0 -2%
Vietnam 379 +3%
Total 655.8 12%

Inlight of the fact that STADA is not equally represented with generics and branded products in all of the countries in which the
Group is active, the sales focus is either more on regulated markets or self-pay markets. Concentration is on different target
groups depending on the individual markets. The key customer groups include patients and consumers, doctors, pharmacies
and pharmacy chains, hospitals, mail-order companies, buying groups, wholesales and other service providers in the health
care market as well as cost bearers in the form of public or private health insurance organizations.
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Operative positioning

In accordance with the operational positioning of the Group, the areas of product development, procurement, purchasing,
production, quality management, finance, risk management, compliance and corporate governance as well as sales and
earnings responsibility are managed centrally.

Product Development

The Group demonstrated its successful product development again in 2017 with the introduction
of a total of 670 products. In addition, it was possible to move further forward with the inter-
nationalization of successful branded products. STADA continues to have a well-filled product
pipeline.

Strategic and organizational basis of development activities

On the basis of the business model and the strategic positioning, the Group concentrates on the development of products which
generally have active pharmaceutical ingredients for which there are no longer any commercial property rights, especially
patents. One focus of the Group-wide development activities is the development of generics. In light of the increasing Group-
wide importance of branded products, STADA has nevertheless been continuously expanding its development activities also
in thisarea. These include, on the one hand, development efforts for innovative branded products, especially non-prescription
medications, nutritional supplements and cosmetics. They also include, on the other hand, the development activities for
successful branded products in the course of the further internationalization.

In financial year 2016, STADA began a comprehensive analysis of its product portfolio. The objective is to reduce the complex-
ity of the existing portfolio in order to reduce cost of sales and marketing expenses. Furthermore, the marketing expenditures
will, as a result, be focused on more profitable products. In the reporting year, STADA was able to identify more than 1,000
product stock-keeping units so that, for efficiency reasons, the portfolio can be streamlined.

In the area of approvals, STADA prefers in particular EU-wide approval processes in
order to achieve numerous national approvals of a product in different countries
nearly simultaneously. Approval procedures outside of the EU are carried out, if 5-year development:
possible, on the basis of the EU dossier of the individual products that are based on Number of

a standardized formulation. productlaunches

Already today, the Group is working on the development of generic products with
potential launch dates beyond 2026. STADA generally pursues a so-called “time
and cheap to market” strategy which is targeted toward introducing new product
launches as early and as cheaply as possible.

706
626
665
670

STADA has a central project management that ensures a transparent management
of Group-wide development projects. For globally-oriented projects, there are
development centers in Bad Vilbel and Vrsac. STADA also works with external
third-party developers in Europe and Asia in order to optimally manage the devel-
opment resources and to close any technological gaps. Apart from in-house and
third-party development, the Group uses a global network of external development
partners, through which it acquires dossiers or approvals.

578

Strong development and approval competences

With the introduction of 670 individual products worldwide (previous year: 665) the
Group was able to demonstrate its development and approval strength once again
in 2017. STADA continues to have a well-filled product pipeline. This is shown by the
high number of ongoing approval procedures as of December 31, 2017 totaling
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over 1,200 for more than 170 active pharmaceutical ingredients and active ingredient combinations for over 55 countries. This
applies both to all relevant generics as well as for numerous branded products.

Continuous expansion of the Branded Products segment and increasing internationalization
of successful brands

For Branded Products, STADA relies, on the one hand, on the accelerated expansion of the segment. On the other hand, the
Group isdriving the increasing internationalization of successful branded products. As part of this approach, selected products
that have to date mainly held leading positions at a regional level will also be introduced in other markets. The following table
provides an overview of the introductions of branded products carried out in the reporting year in markets other than their
original markets:

Internationalization of successful branded products

Branded product Product group Market

Fultium® Vitamin D3 product Belgium and Portugal
Ombe® Drink Probiotic Austria

Flexitol® Dermatological product France

DAOSIN® Histamine intolerance product Croatia

Histasolv® Histamine intolerance product Poland

Mobiflex® CaD3 Nutritional supplement Belgium

GlucoCare® Nutritional supplement blood sugar level Poland

Hedrin® Once Head lice treatment Germany
ViruProtect® Cold medicine Germany, Austria and Belgium
Ombe®immun Probiotic Austria

Grippostad® Forte Cold medicine Austria

Gradual expansion of the biosimilar portfolio

Because biosimilars, as a result of the cost intensity of biopharmaceutical products, can make a significant contribution towards
cost reduction in the health care systems, they are credited with substantial growth potential (see “Report on Expected Devel-
opments”). With a view to these growth opportunities, the Group is increasingly expanding its biosimilar portfolio. In this context,
STADA has to date pursued an in-licensing strategy which consisted of the in-licensing of selected biosimilars from highly-
specialized providers because this represents a lower-risk and lower-cost approach than conducting in-house developments.
STADA is currently on the market with two biosimilars - SILAPO®, an erythropoetin biosimilar, and Grastofil®, a filgrastim
product. In addition, STADA has also in-licensed four further biosimilars - pegfilgrastim, rituximab, teriparatide and bevaci-
cumab. After STADA and its cooperation partner received the approval at the beginning of 2017 from the EU Commission for
Teriparatide, its introduction in the EU and several non-EU countries is planned following expiration of the patent in 2019. In
terms of the further expansion of the biosimilar portfolio, STADA intends to increasingly develop biosimilars in cooperation with
partner companies because this is generally associated with greater earnings opportunities. Fundamentally, the focus in this
regard will be on products for the indication groups oncology, central nervous system (CNS), diabetes and ophthamology.

Expenses for research and development costs

Research and development costs, which due to the business model are only development costs, amounted to € 67.5 million in
the reportingyear (previous year: € 65.1 million) (see “Economic Report - Course of Business and Net Assets, Financial Position
and Results of Operations - Results of Operations - Earnings Development of the Group”). In addition, the Group capitalized
development costs for new products in the amount of € 21.5 million (previous year: € 28.4 million). This corresponds to a
capitalization rate of 24.2% (previous year: 30.4%). Not included in this amount are the capitalized borrowing costs and the
capitalization of software in the total amount of € 2.5 million (previous year: € 2.5 million). Amortization of capitalized
development costs amounted to approximately € 10 million (previous year: approx. € 8 million).
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Procurement, Production and Quality Management

In the area of procurement, STADA reduced the number of supply contracts and suppliers.

In addition, the Group initiated projects for the worldwide optimization of the production and
supply chain areas with which a greater integration of the various services and a central,
global supply chain management is expected to be achieved.

Centralized needs planning and cost reduction in the supply chain

The Group has three so-called supply chain hubs in Bad Vilbel, Vrsac, and Moscow that are managed through STADA Arznei-
mittel AG and where centralized needs planning is carried out for selected top products in the Group.

In light of the comprehensive product portfolio consisting of more than 800 active pharmaceutical ingredients, STADA makes
use of an international network for the supply chain and pharmaceutical production. The Group generally does not produce any
raw and auxiliary materials necessary for pharmaceutical production itself, but instead sources them primarily from low-cost
suppliers from low-cost countries. In financial year 2017, there were centrally-managed STADA procurement offices in Shanghai
and in Mumbai. Within the scope of the initiatives introduced for efficiency enhancement, a focus is on the reduction of costs
in the area of the supply chain. Relevant measures were launched in the reporting year (see “Fundamental Information about
the Group - Objectives and Strategies”).

Inthe area of production, STADA began several years ago to concentrate the processes at the Group’s own locations. About 75%
of the Group-wide production volume is now manufactured in low-cost countries. The so-called “make or buy” approach allows
not only for structural cost advantages that result from the use of locations in low-cost countries, but also a reduction in the unit
costs as a consequence of a higher capacity utilization. In financial year 2017, there were a total of 19 production locations in
the Group.

STADA continuously invests in the Group-owned production facilities and test laboratories. Investments in the expansion and
renewal of production facilities and plants, as well as test laboratories, amounted to € 36.3 million in 2017 (previous year:
€22.6 million).

Highest safety and quality requirements

As an internationally active health-care group, STADA is bound by the strictest requirements in the areas of quality and safety.
Quality management s carried out centrally in the Group through STADA Arzneimittel AG. With the help of regular comprehen-
sive audits, the Group-wide quality management reviews the quality standards set by the Group, which in part by far exceed
the legal requirements, not only at its own production sites, but also in the facilities of suppliers and contract manufacturers.

Furthermore, inspections are carried out at regular intervals by the respective nationally responsible regulatory authorities.
Within the EU, these inspections take place every two to three years. In addition to inspection by national authorities outside
the EU, STADA also orders EU Good Manufacturing Practice Compliance inspections (EU GMP compliance inspections) in order
to receive extensions of the required EU import authorizations valid for three years each. In this regard, it is reviewed to deter-
mine whether the inspected production facilities meet the requirements of the EU GMP quality standards.

Also the non-EU based production locations at STADA in Banja Luka (Bosnia Herzegovina), Nizhny Novgorod (Russia), Obninsk
(Russia), Podgorica (Montenegro), Sabac (Serbia), Tuy Hoa (Vietnam), Ho Chi Minh (Vietnam) and Vrsac (Serbia) are equipped
for the production of certain pharmaceutical dosage forms for EU countries and in this regard are approved for delivery into the
EU by the responsible EU regulatory authorities.

In addition to legal provisions, STADA holds international certifications in accordance with external quality management systems.
Accordingly, at numerous production sites, the Group not only focuses on GMP standards but also on the relevant ISO standards.
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Sales and Marketing
International Group structure with nationally-focused sales companies

The STADA Group has an international sales structure made up of nationally focused sales companies. In accordance with the
operative alignment, the subsidiaries that are active in sales are centrally organized but still have a high degree of market
proximity and therefore extraordinary sales strength. Worldwide, including the export share, the Group markets its products
inabout 130 countries - thereof in about 30 countries through its own sales companies.

Sales activities are coordinated internationally in the Group. This applies in particular to structuring the portfolio in the context
of the further internationalization of successful branded products or for certain sales activities such as wholesaling cooperative
agreements.

Further information on the development of the Group’s sales activities in the individual markets can be found in the “Economic
Report - Results of Operations — Sales and Earnings Development of the Generics Segment” as well as in the “Economic
Report - Results of Operations - Sales and Earnings Development in the Branded Products Segment”.

Employees
Long-term oriented personnel management

With their high level of expertise and their strong commitment, employees have played a key role in the longstanding successful
development of the Group. STADA pursues a long-term oriented personnel management to secure this success factor and for
the sustainable development of employees.

Personnel policy is currently still organized decentrally at STADA. In line with company guidelines - particularly compliance
guidelines - international subsidiaries are currently still largely independent in many areas of personnel management including
recruitment, training and remuneration. Within the scope of the increasingly stronger centralization, the Human Resources
area will in future be positioned much more internationally, however. In light of the current situation, the measures outlined
below relate primarily to employees working in Germany.

As part of the personnel policy with a focus on the long-term, STADA places particularimportance on the topics “training and
education”, “knowledge management”, and “succession planning for managers”. In terms of training, the company offers
measures such as language skills support, specialist workshops, seminars and extra-occupational study programs. Furthermore,
the Group offers its employees targeted development and support programs that are geared toward various professional phases
aswell asindividual career planning. These include, for example, exchange programs between German and international sub-
sidiaries or management programs. On the one hand, personnel development measures aim to convey certain skills. On the
other hand, they are designed to fill management and specialist positions internally to the greatest extent possible.

Participation and internal communication as instruments of successful personnel policy

Participation and internal communication also play an important role at STADA. In this regard, STADA offers employees working
in Germany, for example, the opportunity to purchase subsidized shares in the Company. Through this measure, a greater bond
to the Company and a stronger sense of responsibility should be achieved. In the area of internal communications, there are
arange of measures such as an idea management system in the form of an operational suggestion scheme, a global intranet or
a Group-wide newsletter that is published regularly, to mention just a few examples.

Atthe end of 2017, STADA began to significantly expand existing measures in the area of employee communication. This should
help to further develop the corporate culture and, above all, achieve a closer cooperation within the Group as well as a consid-
erable strengthening of team spirit.
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Development in the number of employees and personnel expenses

Developmentin the number Regional distribution of Group employees
of employees
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Inthe reporting year, the number of employees as of the balance sheet date Decem-
ber 31,2017 decreased to 10,176 (previous year: 10,923). This decrease was primar- Developmentin
ily attributable to the deconsolidation of STADA Vietnam J.V. as of November 30, personnel expenses
2017. This was countered by additions in the number of employees based on the
acquisition of a Serbian product portfolio including the associated sales structures,

. . Personnel Personnel
the purchase of the British branded product company Natures Aid and the expenses expense ratio
assumption of sales activities in Belgium. Although all three measures were in €million in %
attributable to financial year 2016, they nevertheless resulted in an increase in
personnel mainly in the reporting year. Furthermore, an increase also resulted from n L s

~ — I
the initial consolidation of the Serbian wholesaler Velexfarm d.o.o. in 2017. The 2 K 5 :.';
2 —
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average number of employees in financial year 2017 was approximately at the level
of the previous year.

The proportion of women in management positions in the Group amounted to
approximately 53% in the reporting year (previous year: approx. 49%). Further
information on the statutorily prescribed targets for Germany’s Law on Equal Partici-
pation of Men and Women in Management Positions can be found in the chapter
“Corporate Governance Reportincluding the Corporate Governance Declaration for
STADA Arzneimittel AG and the Group”.
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Objectives and Strategies

The transformation process is progressing well. The many initiatives for further efficiency
enhancement were sustainably implemented and initial results were visible. In the fourth
quarter of 2017, the Executive Board, together with the new team, developed a vision for the
STADA Group that will lead to a repositioning of the corporate strategy in 2018.

Sustainable profitable growth and long-term value increase

The business model of the Group aims to generate sustainable profitable growth and to increase the value of the company in
the long-term.

To achieve these goals, in the reporting year and particularly in the fourth quarter of 2017, STADA sustainably implemented the
numerous initiatives to further enhance efficiency. The measures are geared toward a leveraging of untapped sales potentials,
the optimizing of marketing costs, an improvement in sales efficiency and a reduction in the cost of sales. Overall, the compet-
itiveness should be raised as a result, innovative strength increased and more value created over the long term.

As part of the implementation of the initiatives, STADA was able to identify more than 1,000 stock-keeping units so that the
portfolio can be streamlined. Furthermore, the Group made progress with the internationalization of regionally successful
branded products and introduced eleven products in additional countries (see “Product Development”). In the area of procure-
ment, STADA introduced measures for cost reduction in order to achieve further savings potentials and to reduce the number
of supply contracts and suppliers on an ongoing basis. In addition, the Group initiated projects for the worldwide optimization
of the production and supply chain areas with which a greater integration of the various services and a central, global supply
chain management is expected to be achieved. In the Generics segment, STADA continued the successful development for
expansion of the product pipeline - by adding partially more complex products. With the goal of eliminating redundant structures
and strengthening the organization, the legal merger of the German companies STADA GmbH and STADAvita GmbH as well as
STADApharm GmbH and cell pharm Gesellschaft fiir pharmazeutische und diagnostische Praparate mbH. To improve STADA's
performance and ensure sustainable growth, the Group has also started to initiate a cultural transformation that is targeted
toward generating closer cooperation among the employees in the Group.

In the fourth quarter of 2017, the Executive Board, together with the team, developed a vision for the STADA Group that will lead
to a repositioning of the corporate strategy in 2018. As part of this approach, the Group is increasingly relying on biosimilars,
an international marketing of its successful OTC products and more efficient processes. In the area of biosimilars, STADA has to
date pursued an in-licensing strategy which consisted of the in-licensing of selected biosimilars from highly-specialized pro-
viders because these represent a lower-risk and lower-cost approach than carrying out own developments. In terms of the
further expansion of the biosimilar portfolio, the Group intends to increasingly develop biosimilars in cooperation with partner
companies because this is generally associated with greater earnings opportunities. Fundamentally, the focus in this regard will
be on products for the indication groups oncology, central nervous system (CNS), diabetes and ophthamology. Because the
internationalization of successful products is, in addition to biosimilars, one of the business areas with the greatest growth
potential, STADA will pursue this much more intensively than in the past. One example is the head lice treatment Hedrin®, which
is the first pan-European product in the Group and which is showing the path forward that STADA intends to follow with other
strong products like Fultium® or ViruProtect®. In the course of improving the efficiency of processes the Group is relying on the
bundling of supply contracts, harmonization in the packaging area as well as further process optimizations in production -
whereby these measures are merely representative of the many others that STADA will continue to quickly implement as part
of the repositioning.

Internal Management System

In the STADA Group, the financial key performance indicators adjusted Group sales, adjusted EBITDA, adjusted netincome
as well as the net debt to adjusted EBITDA ratio were used in the reporting year for the operational management of the
corporate areas. While adjusted Group sales and adjusted EBITDA are managed at segment level, management of adjusted net
income and the net debt to adjusted EBITDA ratio are each managed at Group level.
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To secure the sustainable success of the Company, Group sales adjusted for currency and portfolio effects plays an important
rolein the Group. Adjusted EBITDAY at STADA represents EBITDA adjusted for special items with the exception of special items
that relate to impairments and write-ups within non-current assets. STADA utilizes adjusted EBITDA to measure its operational
performance and the success of the individual segments adjusted for influences distorting the year-on-year comparison resulting
from special items. Results from associates and investment income are included. In terms of adjusted netincomeY), which is
used as a key figure for the measurement of the overall success, this relates at STADA to net income adjusted for special items.
The net debt to adjusted EBITDA ratio serves as a measure for the debt-to-equity ratio and as a result as an indication of the
financial stability, among other things for the borrowing of funds.

The financial performance indicators of Group sales adjusted for currency and portfolio effects, adjusted EBITDA, adjusted net
income and net debt to adjusted EBITDA ratio are derived as follows in the STADA Group:

Financial Determination based on the consolidated income statement and
performance indicators the consolidated balance sheet in accordance with IFRS
Group sales
Group sales + Portfolio effects
adjusted for currency and
portfolio effects + Currency effects

= Group sales adjusted for currency and portfolio effects

Earnings before interest and taxes (EBIT)

+ Balance from depreciation/amortization and impairments/write-ups on intangible assets
(including goodwill), property, plant and equipment and financial assets

EBITDA, adjusted = Earnings before interest, taxes, depreciation and amortization (EBITDA)

+ Special items within operating profit excluding one-time special items that relate to impairments
and write-ups of fixed assets

= Adjusted earnings before interest, taxes, depreciation and amortization (adjusted EBITDA)

Result distributable to shareholders of STADA Arzneimittel AG (netincome)

Netincome, adjusted + Special items

= Adjusted netincome

Non-current financial liabilities

+ Currentfinancial liabilities

= Grossdebt

Netdebt to

adjusted EBITDA ratio - Cash, cash equivalents and “available-for-sale” securities

= Netdebt
+ EBITDA, adjusted
= Netdebtto adjusted EBITDA ratio

Disclosures Pursuant to Section 315b HGB

Pursuant to Section 315b (1) of the German Commercial Code (HGB), STADA Arzneimittel AG is obligated to provide non-financial
group reporting. To meet this requirement, STADA Arzneimittel AG prepares a combined separate Non-Financial Report pur-
suant to Section 289b HGB in connection with Section 315b (3) HGB.

1) The elimination of effects which have an impact on the presentation of STADA's results
of operations and the derived key figures improves the comparability of key figures from
previous years. To achieve this, STADA uses adjusted key figures, which, as so-called pro
forma figures, are not governed by the accounting requirements in accordance with IFRS.
As other companies may not calculate the pro forma figures presented by STADA in the
same way, STADA's pro forma figures are only comparable with similarly designated
disclosures by other companies to a limited extent.
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Economic Report

Macroeconomic and Sector-Specific Environment

Macroeconomic development

According to information from the International Monetary Fund (IMF), the recovery in the global economy continued in 2017
with an increase in worldwide gross domestic product of 3.6% following an increase of 3.1% in the previous year.!

The following table shows the economic development of the most important markets for STADA. The countries are sorted in
descending order of sales achieved by STADA in the reporting year.!)

Growth rates gross domestic product 2017% in %

JI|I|||IL

+2.0% +1.8% +1.5% +1.7% +1.6% +3.1% +3.0% +6.3% +1.6%
Germany Russia Italy United Belgium Spain Serbia Vietnam France
Kingdom

In Germany, the moderate economic upward trend from the previous year continued. Growth drivers included for the most part
increasing exports and rising private consumption.? After the economic development in Russia declined in the previous year,
itincreased significantly in 2017 as a result of stable oil prices and rising commodity exports.’ Development in Italy was also
positive in light of increasing domestic demand. It was buoyed in particular by reforms carried out in the labour market which
led to an improvement in the employment rate.? In the United Kingdom, economic development slowed slightly - due for the
most part to the referendum on the exit from the EU. The drop in value of the British pound sterling burdened the real income
of private households and led to a corresponding drop in consumption.” Economic growth in Belgium was boosted, on the one
hand, by higher growth investments and, on the other hand by an increase in private spending.? As was the case in the prior
year, Spain benefited from an expansive fiscal policy and continued strong growth in the tourism sector. As a result of political
unrestin connection with the referendum on the independence of Catalonia that was held in the third quarter of 2017, economic
growth was, however, slightly below the level of the previous year.? In addition to export, growth drivers in Serbia included in
particular private consumption which was supported by increased income and employment figures.? The ongoing expansion
in the Vietnamese economy continued to be supported by a strong export business.? Due to the general economic upswing in
the euro zone, economic growth also accelerated in France, which is influenced to a large extent by exports in the euro zone."

Sector-specific development

In the financial year 2017, sales in the global generics market increased by 3.0% to approximately € 182.4 billion as compared
to the previous year? The share of generics in the global pharmaceutical market amounted to approximately 18.7%.

1) Source: International Monetary Fund: World Economic Outlook October 2017.
2) Source: European Commission: European Economic Forecast - Autumn 2017.
3) IQVIA Syndicated Analytics Service; prepared for STADA February 2018.
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The sales development of generics in the eight largest countries for STADA in terms of sales were as follows in the reporting year:

Sales development of generics - Change from
in the eight largest countries for STADA in terms of sales in € million® 2017 previousyear
Germany 6,823.2 +3.7%
France 6,122.0 +4.5%
Italy 3,497.2 +1.0%
Spain 3,191.6 +5.4%
Russia 2,837.7 +11.4%
Vietnam 1,0495 +11.9%
Belgium 612.7 +4.8%
Serbia 85.8 +12.6%

Sales in the global OTC market increased by approximately 4.3% to approximately € 68.9 billion in 2017 as compared to the
previous year.!! The share of OTC products in the global pharmaceutical market amounted to approximately 7.1%.%

The sales development of OTC products in the five largest countries for STADA in terms of sales were as follows in the reporting
year:

Sales development of OTC products Change from
in the five largest countries for STADA in terms of sales in € million® 2017 previousyear

Germany 5,3579 +1.6%
Russia 4,234.1 +4.1%
United Kingdom 1,653.9 +1.0%
Italy 1,514.1 -0.2%
Vietnam 1,123.4 +6.7%

Effects of macroeconomic and sector-specific environments

The STADA Group is active in the health care market and thus largely independent of economic conditions. For that reason,
global economic conditions generally have less influence on the business development of the Group than the respective regu-
latory requirements in the individual national health care systems. In financial year 2017, there were no significant changes to
the regulatory conditions in those countries in which STADA is active that could have had a substantial impact on the develop-
ment of the Group.

Generally speaking, economic developments in those markets that are among the self-pay markets have a greater impact on
the activities of the Group. In such markets, demand depends, among other things, on the financial situation or purchasing
power of the relevant population.

In light of the fact that the economic framework conditions in the form of currency and interest volatility have an impact on the
development of the Group, STADA takes relevant precautionary measures to ensure it is in a position to react appropriately to
strong fluctuations. However, this is only possible to a limited extent (see “Opportunities and Risk Report”).

With a view to the translation of sales and earnings in relation to the Group currency euro, the British pound sterling, the Russian
ruble and the Serbian dinar are among the significant national currencies in the STADA Group. In addition, the Kazakhstani
tenge, the Swiss franc, the Ukrainian hryvnia and the Vietnamese dong are also of importance. The currency relationships in
other countries that are relevant for STADA have only a limited impact in this regard. In the reporting year, the earnings of the
Group were negatively impacted by ongoing weak development of the British pound sterling in relation to the euro as a result
of the referendum decision in favor of the exit of the United Kingdom from the EU. The significantly stronger development of the
Russian ruble in comparison to the euro, on the other hand, had a positive impact.

1) IQVIA Syndicated Analytics Service; prepared for STADA February 2018.
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Course of Business and Net Assets, Financial Position and Results of Operations

In financial year 2017, the Group was able to fully achieve a majority of the goals it had set.

Development of 2017 Compared to Outlook

For the financial year 2017, the Executive Board, in the Report on Expected Developments in the Annual Report 2016, had
forecast Group sales adjusted for currency and portfolio effects a range of between € 2.280 billion and € 2.350 billion, for adjusted
EBITDA a range of between € 430 million and € 450 million and for adjusted net income a range of between € 195 million and
€205 million. The Executive Board had expected the ratio of net debt excluding further acquisitions to adjusted EBITDA to be
atalevel of nearly 3. In light of the takeover that was carried out in 2017, STADA did not issue a forecast for the key figure men-
tioned above in the Interim Report on the First Nine Months and the Third Quarter of 2017.

Group sales adjusted for currency and portfolio effects increased by 6% to € 2,255.3 million in the reporting year. Adjusted
EBITDA increased by 9% to € 433.9 million. Adjusted net income rose by 10% to € 195.6 million.

With this development, Group sales adjusted for currency and portfolio effects in financial year 2017 were slightly below the
corridor forecast by the Executive Board in the Report on Expected Developmentsin the 2016 Annual Report, adjusted EBITDA

and adjusted net income were within the corridor forecast.

Development of Financial Performance Indicators

Financial performance indicators of the STADA Group

The development of the STADA Group’s financial performance indicators in financial year 2017 was as follows:

Financial performance indicators in € million 2017

Group sales adjusted for currency and portfolio effects

« Generics

« Branded Products

EBITDA, adjusted

- Generics

« Branded Products

Netincome, adjusted

Net debt to adjusted EBITDA ratio

2016 +%

22555 2,128.7 +6%
1,324.4 1,2725 +4%
9309 856.2 +9%
433.9 398.0 +9%
302.8 2649 +14%
207.4 200.7 +3%
195.6 1773 +10%
2.4 2.8 +14%

Details on the development of STADA's financial performance indicators are included in the following explanations of the results

of operations.

Results of Operations - Sales Development of the Group

Significant increase in Group sales

Reported Group salesincreased in the reporting year by 8% to € 2,313.9 million (previous year: € 2,139.2 million). The increase
resulted primarily from the rise in the Belgian, Italian and Serbian generics segment as well as in the Russian branded products

segment.
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When effects on sales attributable to changes in the Group portfolio and currency effects are deducted, adjusted Group sales
increased by 6% to € 2,255.3 million (previous year: € 2,128.7 million). This growth was primarily attributable to sales increases
in Belgian and Italian generics segment as well as the Russian branded products segment.

The reconciliation of reported Group sales to Group sales adjusted for currency and portfolio effects is as follows:

Reconciliation of reported Group sales to Group sales adjusted in € million

2,313.9 -05% 1.8% 2,255.3
-10.2 484
Currency Portfolio
effects effects
Reported Adjusted
Group sales Group sales
2017 2017

In detail, the effects on sales, which were attributable to changes in the Group portfolio and currency effects, were as follows:

Portfolio changesin 2017 amounted to a total of € 48.4 million - primarily as a result of the acquisition of the Serbian wholesaler
Velexfarm and the British Natures Aid - and in the retroactive consideration as adjustment for the previous year totaling
€10.5 million - due mainly to the deconsolidation of STADA Vietnam J.V. and the sale of STADA Import/Export International Ltd.
This corresponds to 1.8%.

Applying the exchange rates of the year under review compared with the previous year for the translation of local sales contri-
butionsinto the Group currency euro, STADA recorded a positive currency effect on Group sales in the amount of € 10.2 million
or 0.5%.

The mostimportant national currencies for STADA, the British pound sterling, Russian ruble and Serbian dinar in relation to the
Group currency euro developed as follows in 2017 compared with the previous year:

Closing rate on Dec. 31 Average rate
in local currency for the reporting period
Significant currency relations
inlocal currencyto €1 2017 2016 +% 2017 2016 +%
Pound sterling 0.88723 0.85620 +4% 0.87614 0.81886 +7%
Russian ruble 69.39200 64.30000 +8% 65.88766 74.22592 -11%
Serbian dinar 118.47270 123.47230 -4% 121.41395 123.10467 -1%
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In light of the fact that the currency relations in other countries that are important for STADA had only a limited impact on the
translation of sales and earnings from the local currencies into the Group currency euro, there is no presentation in this Annual
Report.

Insofar as adjusted sales figures are shown in this Annual Report, these are each adjusted for portfolio and currency effects.

Results of Operations - Earnings Development of the Group

Adjusted EBITDA Adjusted netincome
in € million in € million
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Positive development in earnings figures at segment level

Earnings figures developed well at segment level. At Group level, however, they were impacted by special items that were
particularly attributable to consultancy services in connection with the takeover by Bain Capital and Cinven completed in 2017
as well as severance payments.

Theincrease in reported operating profit achieved in financial year 2017 of 8% to € 192.3 million (previous year: € 178.1 million)
was primarily based on an increase in operating profit in the Belgian generics segment following the December 2016 termina-
tion of the previous distribution agreement with Omega Pharma, improved operating profit in the German and Spanish generics
segment as well as strong sales development and positive translation effects in Russia. Growth in adjusted operating profit of
9% to € 322.3 million (previous year: € 294.4 million) resulted primarily from the previously mentioned improvements in oper-
ating profit in Belgium, Germany, Spain and Russia. The increase in reported EBITDA of 1% to € 363.8 million (previous year:
€361.5 million) was shaped by opposing effects. On the one hand, there were the previously mentioned improvements in
operating profit in Belgium, Germany, Spain and Russia. On the other hand, the reported EBITDA was impacted by high con-
sulting expenses in connection with the takeover that was completed in 2017. The increase in adjusted EBITDA of 9% to
€433.9 million (previous year: € 398.0 million) was mainly attributable to the effects already mentioned for operating profit.
The decrease in reported net income of 1% to € 85.3 million (previous year: € 85.9 million) was based, in addition to the previ-
ously mentioned effects for EBITDA, on an increased tax rate in particular due to a changed allocation of the pre-tax earnings
with significantly increased earnings contributions in Germany and the Russian Federation. In addition, there were negative
effects on the tax rate from the deconsolidation of STADA Vietnam J.V. The increase in adjusted netincome of 10% to € 195.6 mil-
lion (previous year: € 177.3 million) resulted primarily from the positive development of operating profit in Belgium, Germany,
Spain and Russia.
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Asaresult of tax deferrals, the reported tax rate was at 35.9% in the reporting year (previous year: 25.1%). This development is
based mainly on a changed allocation of the pre-tax earnings with significantly increased earnings contributions in Germany
and the Russian Federation. In addition, there were negative effects on the tax rate from the deconsolidation of STADA Vietnam

J.V. The adjusted tax rate was 26.5%( (previous year: 23.9%).

Influence on earnings due to special items

In financial year 2016, STADA carried out other adjustments in the adjusted earnings figures than was the case in financial year

2017 (see table below “Influence on earnings due to special items”).

In financial year 2017, special items added up to an earnings burden in the amount of € 130.0 million before or€ 110.3 million
after taxes. The reconciliation of reported financial key performance indicators and further essential earnings figures of the

STADA Group to those adjusted for special items were as follows:

2017
in € million? reported
Operating profit 192.3
Result from investments
measured at equity 23
Investmentincome 0.0
Earnings before interest and taxes
(EBIT) 194.6
Financial income and expenses 46.8
Earnings before taxes (EBT) 147.7
Income taxes 53.0

Result distributable
to non-controlling shareholders 9.4

Result distributable to share-
holders of STADA Arzneimittel AG
(netincome) 853

Earnings before interest and taxes
(EBIT) 194.6

Balance from depreciation/

amortization and impairments/

write-ups of intangible assets

(including goodwill), property, plant

and equipment and financial assets 169.2

Earnings before interest, taxes,
depreciation and amortization
(EBITDA) 363.8

Effectsfrom  Consultancy
Impair- purchase servicesin
ments/ price connection
write-ups on allocations with the
non-current  and product takeover

assets acquisitions? process Other?

46.4 9.4 45.0 29.2

46.4 9.4 45.0 29.2

- - - 0.0

46.4 9.4 45.0 29.2

8.8 09 12.8 -2.1

0.2 -09 - -

37.4 9.4 32.2 31.3

46.4 9.4 45.0 29.2

-46.4 -13.6 - -

- -4.2 45.0 29.2

2017
adjusted

3223

23
0.0

324.6
46.8
277.8
735

8.7

195.6

324.6

109.3

433.9

1)Asaresult of the presentation in € million, deviations due to rounding may occur in

the tables.

2) Relates to additional scheduled depreciation and other measurement effects due to
purchase price allocations as well as significant product acquisitions taking financial year

2013 as basis.

3) Relates, among other things, to severance payments for departed members of the

Executive Board and restructuring measures, the deconsolidation effects of a Vietnamese

subsidiary and deferred taxes within the income statement.
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Infinancial year 2016, the Group recorded a net burden on earnings from special items in the amount of € 116.7 million before
or € 91.4 million after taxes. The reconciliation of reported financial key performance indicators and further key earnings figures
of the STADA Group to those adjusted for special items had the following effect:

Effects

from

purchase
price Measure- Portfolio
Impair- allocations Currency ment of adjust-
ments/ and effects  derivative ments/
write-ups product cis/ financial restruc-

2016 on fixed acquisi- Eastern instru- turing 2016
in € million? reported assets tions? Europe’ ments  expenses? Other® adjusted
Operating profit 178.1 65.5 11.4 9.1 - 28.2 2.0 294.4
Result from investments
measured at equity 0.7 - - - - - - 0.7
Investmentincome 0.0 - - - - - - 0.0
Earnings before interest
and taxes (EBIT) 178.9 65.5 11.4 9.1 - 28.2 2.0 295.1
Financial income and
expenses 51.4 - - - -0.5 - - 50.9
Earnings before taxes
(EBT) 127.4 65.5 11.4 9.1 0.5 28.2 2.0 244.2
Income taxes 319 12.8 3.1 1.1 0.1 53 4.0 58.4
Result distributable
to non-controlling
shareholders 9.6 05 -1.6 - - - - 85
Result distributable
to shareholders of
STADA Arzneimittel AG
(netincome) 85.9 52.2 9.9 8.0 0.4 229 -2.0 177.3
Earnings before interest
and taxes (EBIT) 1789 65.5 11.4 9.1 - 28.2 2.0 295.1
Balance from
depreciation/amortization
and impairments/
write-ups of intangible
assets (including goodwill),
property, plantand
equipment and financial
assets 182.7 -65.5 -14.3 - - - - 102.9
Earnings before interest,
taxes, depreciation and
amortization (EBITDA) 361.5 - -2.9 9.1 - 28.2 2.0 398.0

1)Asaresult of the presentation in € million, deviations due to rounding may occur in

the tables.

2) Relates to additional scheduled depreciation and other measurement effects due to
purchase price allocations as well as significant product acquisitions taking financial year
2013 as basis.

3) Relates to currency translation effects recorded in the income statement resulting from
the fluctuation of the Russian ruble as well as other significant currencies of the region CIS/
Eastern Europe.

4) Relates to miscellaneous extraordinary expenses, among other things, for the
restructuring of the German business, the termination of further parts of the aesthetics
business, expenses related to the deconsolidation of the Egyptian subsidiary as well as the
termination of a distribution contract in Belgium.

5) Relates to miscellaneous extraordinary income and expenses, among other things, from a
received milestone payment in the United Kingdom, tax rate changes in the United Kingdom
and a severance payment for the previous Chairman of the Executive Board.



Combined Management Report of the Executive Board

In the following charts, further key earnings figures of the STADA Group as well as the resulting margins are presented both on
areported and an adjusted basis for 2017 and the previous year.

Development of the STADA Group’s reported earnings figures

in € million 2017 2016 +%
Operating profit 1923 178.1 +8%
- Generics 233.2 195.2 +19%
« Branded Products 993 81.4 +22%
Operating profit margin? 8.3% 8.3%
« Generics 17.1% 15.2%
« Branded Products 10.4% 9.5%
EBITDA 363.8 361.5 +1%
« Generics 2925 255.8 +14%
« Branded Products 2049 186.2 +10%
EBITDA margin® 15.7% 16.9%
« Generics 21.5% 20.0%
- Branded Products 21.5% 21.7%
EBIT 194.6 1789 +9%
EBIT margin® 8.4% 8.4%
EBT 147.7 127.4 +16%
EBT margin® 6.4% 6.0%
Netincome 85.3 859 -1%
Netincome margin® 3.7% 4.0%
Earnings per share in € 137 138 -1%

Development of the STADA Group’s adjusted? earnings figures

in € million 2017 2016 +%
Operating profit, adjusted 322.3 294.4 +9%
- Generics 248.8 214.2 +16%
- Branded Products 156.2 152.8 +2%
Operating profit margin®, adjusted 13.9% 13.8%
- Generics 18.3% 16.7%
- Branded Products 16.4% 17.8%
EBITDA, adjusted 433.9 398.0 +9%
- Generics 302.8 264.9 +14%
- Branded Products 207.4 200.7 +3%
EBITDA margin?, adjusted 18.8% 18.6%
- Generics 22.2% 20.7%
- Branded Products 21.8% 23.4%
EBIT, adjusted 324.6 295.1 +10%
EBIT margin?, adjusted 14.0% 13.8%
EBT, adjusted 277.8 244.2 +14%
EBT margin?, adjusted 12.0% 11.4%
Net income, adjusted 195.6 1773 +10%
Net income margin?, adjusted 8.5% 8.3%
Earnings per share in €, adjusted 3.14 2.85 +10%

1) Related to relevant Group sales.
2)Adjusted for special items.
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Income statement and cost development

Cost of sales increased in 2017 - in line with increased sales - to € 1,178.0 million (previous year: € 1,105.3 million). In this
regard, the cost of sales increased at a rate lower than the increase in sales. The primary reasons for this were improvements in
purchasing conditions as well as positive translation effects. The cost of sales ratio amounted to 50.9% (previous year: 51.7%).

Gross profit rose to € 1,135.9 million (previous year: € 1,033.9 million). The gross margin improved to 49.1% (previous year:
48.3%). This development was particularly attributable to an improved discount rate in the German generics segment, for
example as a result of the STADApharm discount agreements, which nearly fully expired in December 2016, as well as in the
generics and branded products segments in the Serbian subgroup. In addition, within the scope of the reorganization of the
distribution model following the termination of the previously existing distribution agreement with Omega Pharma, an asso-
ciated change to the discount strategy in the Belgian generics segment had a positive impact. Also making positive contributions
here were positive volume and price effects in the Russian Federation.

Selling expenses recorded an increase to € 514.5 million (previous year: € 488.3 million). The key reasons for this development
were higher marketing and sales expenses in the Branded Products segment, especially in Russia and Italy as well as in the
genericsand branded products segments in the Serbian subgroup. The selling expenses ratio was 22.2% (previous year: 22.8%).

The general and administrative expenses showed an increase to € 199.7 million (previous year: € 182.7 million). Its share of
Group salesamounted to 8.6% (previous year: 8.5%). This increase is based for the most part on increased consulting expenses
in connection with various restructuring processes.

Research and development costs were € 67.5 million (previous year: € 65.1 million). The sales-related ratio of research and
development costs amounted to 2.9% (previous year: 3.0%).

STADA's reported development costs include the non-capitalizable development costs. These are primarily made up of costs
associated with regulatory requirements and the optimization of existing products. This cost item does not include payments
for the development of new products, as they are usually capitalized by STADA. In the reporting year, development expenses
for new products in the amount of € 21.5 million (previous year: € 28.4 million) were capitalized. This corresponds to a capital-
ization rate of 24.29% (previous year: 30.4%). Not included in this amount are the capitalized borrowing costs and the capital-
ization of software in the total amount of € 2.5 million (previous year: € 2.5 million).

Other expenses increased to € 203.3 million (previous year: € 138.9 million). This development primarily resulted from increased
consulting expenses in connection with the takeover completed in 2017 as well as write-downs on trade accounts receivable.

The remaining other expenses included personnel expenses in the amount of € 20.8 million (previous year: € 24.8 million).

Financial expenses decreased to€ 50.5 million (previous year: € 54.1 million) - in particular as a result of lower expenses from
the evaluation of derivative financial instruments and lower interest expenses.

The financial result, which is primarily made up of financial income and financial expenses, was € -44.5 million (previous year:
€-50.7 million). The interest expense in the amount of € 50.5 million (previous year: € 52.9 million) represented the largest single
operational item. Furthermore, the financial result of the previous year also included effects from the measurement of derivative
financial instruments that amounted to a net expense of € 0.5 million.

In financial year 2017, the Group refinanced itself at interest rates of between 0.8% p.a.and 27.0% p.a. (previous year: between
0.7% p.a.and 26.0% p.a.). As of the balance sheet date December 31, 2017, the weighted average interest rate for non-current
financial liabilities was approximately 25.51% p.a. (previous year: approx. 1.66% p.a.). The strong increase over the previous
year is attributable to the high interest rates in Argentina. The non-current financial liabilities reported as of December 31, 2017
in the STADA Group relate exclusively to the Argentinian Laboratorio Vannier S.A. As of the balance sheet date December 31,
2017, the weighted average interest rate for current financial liabilities was approximately 1.78% p.a. (previous year: approx.
3.12% p.a.).
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Income tax expenses increased to € 53.0 million (previous year: € 31.9 million). The reported tax rate was 35.9% (previous
year: 25.1%). This development was particularly attributable to a changed allocation of pre-tax earnings with a significant
increase in earnings contributions in Germany and the Russian Federation. There were also negative effects on the tax rate from
the deconsolidation of STADA Vietnam J.V. The adjusted tax rate was 26.5% (previous year: 23.9%).

Sales and Earnings Development of the Generics Segment

Reported sales of the Generics segment increased in the reporting year by 6% to € 1,361.7 million (previous year: € 1,280.7 mil-
lion) -which was mainly attributable to the first-time consolidation of the Serbian wholesaler Velexfarm. In addition, increased
segment sales in the Belgian and Italian markets also contributed. Sales of the Generics segment adjusted for portfolio and
currency effects increased by 4% to € 1,324.4 million (previous year: € 1,272.5 million). The share of sales generated with
generics was 58.8% (previous year: 59.9%).

Within the Generics segment, development of the eight largest countries by sales in financial year 2017
was as follows:

Sales generated in Germany with generics decreased by 3% to € 297.3 million (previous year: € 308.0 million). This development
was based on opposing effects. While ALIUD PHARMA recorded a sales increase as a result of discount agreement tenders won,
sales at STADAPHARM were - as expected - below the level of the previous year. The development at STADAPHARM was mainly
attributable to the discount agreements which nearly fully expired in December of 2016. Business outside of discount agreement
tenders at STADAPHARM, which has also included sales by the former cell pharm since July 1, 2017, showed positive develop-
ment. This includes, among other things, sales with oncology products. Sales generated in the German market with generics
had a share of 63% in the overall sales achieved in the German market (previous year: 63%). The market share of generics sold
in German pharmacies by volume in the reporting year was approximately 11.1%? (previous year: approx. 11.5%?). The STADA
Group thus continued to hold third place in the German generics market.!

In Italy, sales generated with generics recorded growth - despite strong competition — of 8% to € 170.5 million (previous year:
€157.7 million) mainly due to positive volume growth, new product launches and price effects. Generics made a contribution
of 80% to sales in the Italian market (previous year: 78%). With a market share of approximately 14.8% (previous year: approx.
14.6%), STADA continued to occupy position 4 in the Italian generics market in financial year 2017.2

Sales achieved in Belgium with generics recorded an increase of 33% to € 120.8 million (previous year: € 90.7 million). This
development resulted in particular from positive volume effects related to the independent execution of sales activities that
have been carried out since January 2017 as well as a declining discount rate following the termination of the previously existing
distribution agreement. Generics contributed 91% to sales in the Belgian market (previous year: 899%). With a market share of
approximately 44.0% (previous year: approx. 44.5%), the local STADA generics unit remained the clear market leader in the
Belgian generics marketin 2017.2

Sales generated in Russia with generics increased by 4%, applying the exchange rates of the previous year. This development
was primarily influenced by positive volume effects. As a result of the very positive currency effect of the Russian ruble, sales
increased in euro by 15% to € 106.3 million (previous year: € 92.5 million). Generics contributed 31% to local sales (previous
year: 38%). With a market share of approximately 4.6% (previous year: approx. 4.7%), STADA occupied first place among
national manufacturers in the Russian generics market in the reporting year.?

In Spain, sales of € 105.5 million were approximately at the level of the previous year (previous year: € 105.4 million) despite a
generally declining Spanish generics market. The share of generics in local sales was 86% (previous year: 87%). With a market
share of approximately 9.3% (previous year: approx. 9.5%), STADA held third place in the Spanish generics market in the report-
ingyear.?

In Serbia, sales with generics recorded an increase of 67% applying the exchange rates of the previous year. Sales in euro
increased by 69% to € 94.3 million (previous year: € 55.8 million). This development particularly resulted from the initial con-
solidation of the Serbian wholesaler Velexfarm. Furthermore, it is also based on the change to the distribution model in the
Serbian generics market. The share of generics in sales generated in the Serbian market amounted to 81% (pre-
vious year: 76%). With a market share of approximately 30.3% (previous year: approx. 30.5%), STADA remained the market
leader in the Serbian market in the reporting year.?

1) Data from IMS Health based on pharmacy sales to customers
(source: IQVIA/Pharmascope national).
2) STADA estimate based on IQVIA data.
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Sales generated with generics in France declined - mainly as a result of continued strong price and discount competition - by
4% to € 78.9 million (previous year: € 81.9 million). Generics contributed 93% to sales in the French market (previous year: 96%).
With a market share of approximately 3.4% (previous year: approx. 3.5%), STADA continued to occupy position 7 in the French
generics market in financial year 2017.9

Sales generated in Vietnam with generics decreased by 2% applying the exchange rates of the previous year. In euro, sales
recorded a decrease of 7% to € 64.6 million (previous year: € 69.1 million). This development was based, among other things,
on thefactthatfor STADA Vietnam J.V. only sales from January to November 2017 are included because, as a result of the contract
concluded in the fourth quarter of 2017 for the sale of shares held by STADA in this company as of December 31, 2019, since
December 2017, STADA Vietnam J.V. is no longer accounted for as a subsidiary in accordance with IFRS 10, but rather as an
associate pursuant to IAS 28. Generics contributed 63% to sales generated in Vietnam (previous year: 65%).

With products containing the Group’s top five pharmaceutical active ingredients in terms of sales, STADA achieved sales in
the amount of € 128.9 million in the reporting year (previous year: € 133.4 million). These products thereby contributed 9.5% to
salesin the Generics segment (previous year: 10.4%). With sales of € 36.5 million achieved in 2017 (previous year: € 43.6 million),
tilidin naloxon (pain indication) was the strongest selling active pharmaceutical ingredient in the Generics segment.

Reported operating profitin the Generics segment increased by 19% to € 233.2 million in financial year 2017 (previous year:
€195.2 million). This development was particularly a result of improved operating profit in the Belgian generics segment -
following the termination of the previous distribution agreement in December 2016 with Omega Pharma - as well asimproved
operating profit in the German and Spanish generics segment. Reported EBITDA in the Generics segment increased by 14%
to €292.5 million (previous year: € 255.8 million). This development was attributable to the aforementioned development
of the reported operating segment profit in Belgium, Germany and Spain. Reported operating profit margin of Generics
amounted to 17.1% (previous year: 15.2%). The reported EBITDA margin in Generics was 21.5% (previous year: 20.0%).

Adjusted operating profit in the Generics segment increased in the reporting year by 16% to € 248.8 million (previous year:
€214.2 million). Adjusted EBITDA in the Generics segment increased by 14% to € 302.8 million (previous year: € 264.9 million).
Both developments were mainly based on the aforementioned improvement in the reported operating profit in Belgium,
Germany and Spain. The adjusted operating profit margin of Generics was 18.3% (previous year: 16.7%). The adjusted
EBITDA margin of Generics was 22.29% (previous year: 20.7%).

Sales and Earnings Development of the Branded Products Segment

The reported sales of the Branded Products segment showed an increase in 2017 of 11% to € 952.2 million (previous year:
€ 858.5 million). For the most part, this development was based on strong growth in segment sales in Russia. It was also
attributable to an increased sales contribution of the Serbian subgroup. Sales of the Branded Products segment adjusted
for portfolio and currency effects increased by 9% to € 930.9 million (previous year: € 856.2 million). Branded Products contrib-
uted 41.2% to Group sales (previous year: 40.1%).

Within the Branded Products segment, the five largest countries by sales developed as follows in 2017:

In Russia, sales generated with branded products in the reporting period recorded an increase of 43% applying the exchange
rates of the previous year. Most of the sales increase was attributable to growth in volume, particularly for top branded products.
In light of a very positive currency effect of the Russian ruble, sales in euro recorded growth of 58% to € 236.8 million (previous
year: € 150.1 million). The share of branded products in sales generated in the Russian market amounted to 69% (previous
year: 62%). The further development of the currency relation of the Russian ruble to the euro and thus consumer sentiment and
consumer spending will in the future continue to have a strong influence on sales and earnings contributions of the Russian
STADA business activities.

In Germany, sales achieved with branded products decreased in the reporting year by 3% to € 172.8 million (previous year:
€ 177.4 million). This development was based on opposing effects. The branded products business of STADA GmbH developed
increasingly positive over the course of 2017 and showed a slight increase as compared to the previous year - also as a result of
the two successful new product launches for Hedrin® and ViruProtect®. The overall sales decrease seen in this segment was

1) STADA estimate based on IQVIA data.
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particularly attributable to the development of the German business with the Parkinson’s treatment APO-Go®. A sales reorga-
nization planned for 2018 also had an impact here. Branded products contributed 37% to sales achieved in the German market
(previous year: 37%).

In the United Kingdom, sales generated with branded products recorded an increase of 1%, applying the exchange rates of the
previous year. Due to the negative currency effect as a consequence of the referendum decision in favor of the United Kingdom
leaving the EU, sales in euro decreased by 6% to € 165.3 million (previous year: € 175.4 million). The decline in sales was based
for the most part on levels of stock in the supply chain in the fourth quarter of 2016 as well as a weak cough and cold season in
the first half of 2017 and could be only partially compensated for by the sales contribution from the branded products company
Natures Aid, which was acquired in November 2016. Branded products had a share of 88% in sales generated on the British
market (previous year: 88%). The outlook for the development of the British pound sterling continues to be negative as a result
of the United Kingdom’s referendum decision to leave the EU and the uncertainties associated with this decision. Overall, such
a devaluation of the British pound sterling results in negative translation effects on sales reported in euro for the Group.

Sales generated with branded productsin Italy decreased by 2% to € 43.0 million (previous year: € 43.9 million). This develop-
ment was mainly attributable to a license agreement that was terminated in the second half of 2017 and the associated negative
volume effects. Branded products contributed 20% to sales in Italy (previous year: 22%).

Sales generated in Vietnam recorded an increase of 8% applying the exchange rates of the previous year. In light of a negative
currency effect, sales in euro recorded growth of 3% to € 37.9 million (previous year: € 36.7 million). This development resulted
in particular from positive volume effects - in both the OTC and hospital businesses. Branded products contributed 37% to sales
generated in Vietnam (previous year: 35%).

With the top five branded products in the Group in terms of sales, STADA achieved sales in the amount of € 220.9 million in
financial year 2017 (previous year: € 177.1 million). These products thus had a share of 23.2% of sales in the Branded Products
segment (previous year: 20.6%). With sales generated in the reporting period in the amount of € 68.2 million (previous year:
66.6 Mio. €) the Parkinson’s treatment APO-Go® was the best-selling product in the Branded Products segment.

Reported operating profitin the Branded Products segment increased in the reporting year by 22% to € 99.3 million (previous
year: € 81.4 million). This development was particularly attributable to strong sales development and positive currency trans-
lation effects in Russia. Reported EBITDA in the Branded Products segment grew by 10% to € 204.9 million (previous year:
€186.2 million). This development was primarily attributable to the aforementioned development of the reported operating
segment profit in Russia. Reported operating profit margin of Branded Products was at 10.4% (previous year: 9.5%). The
reported EBITDA margin of Branded Products was 21.5% (previous year: 21.7%).

Adjusted operating profit in the Branded Products segment increased in 2017 by 2% to € 156.2 million (previous year:
€152.8 million). Adjusted EBITDA in the Branded Products segment increased by 3% to € 207.4 million (previous year:
€200.7 million). Both developments were mainly attributable to the aforementioned development of reported operating profit
in Russia. The adjusted operating profit margin of Branded Products was 16.4% (previous year: 17.8%). Adjusted operating
profit margin of Branded Products was 21.8% (previous year: 23.4%).

Financial Position

Stable financial position

The financial position of the STADA Group was stable in 2017. In addition to a number of items presented in the cash flow state-
ment, this was also demonstrated by various key figures that are included in this chapter, among other areas in the liquidity
analysis.

Basic principles and objectives of financial management at STADA

In terms of its financing strategy, STADA focuses on both the securing of financial flexibility as well as the optimization of the
weighted average cost of capital. In order to maintain financial flexibility, the Group usesvarious financial instruments. Accord-

ingly, the maturity profile of STADA is broadly diversified. To date STADA had made use of a large share of medium and long term
financing instruments. In light of the takeover that was carried out in financial year 2017, a reclassification of the promissory
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note loans, bonds and financial liabilities due to banks in place at STADA Arzneimittel AG was undertaken. As a consequence,
the short-term financial liabilities increased and the long-term financial liabilities decreased (see “Net Assets”). In addition to
these financial instruments, the Group also covers its financing needs mainly through cash flow from operating activities.

The Group reduces existing financial risks to as great an extent as possible through a natural hedging and derivative financial
instruments. Derivative financial instruments are principally neither held nor issued for speculation purposes. Financial risks
are hedged only if they have significant consequences on the Group’s cash flow. Details concerning the management of individ-
ual financial risks are included in the “Opportunities and Risk Report”.

Long-term refinancing secured

Financing mix of the STADA Group as of December 31, 2017

— Other financial liabilities 7%

Bonds 51% — €1,257.9 million — Promissory note loans 42%

For the refinancing of the Group, there were two corporate bonds as of December 31, 2017: one bond with a volume of € 350.0 mil-
lion and an interest rate of 2.25% p.a. as well as a bond in the amount of € 300.0 million with an interest rate of 1.75% p.a.
Furthermore, as of December 31, 2017, the Group has promissory note loans with a total nominal value in the amount of
€526.0 million. The financing agreements stipulate a right of return for the bonds, promissory note loans or bank loans on the
part of the respective investors in the case of a change of control and a change to STADA's rating. Due to STADA's financing
agreements, the Company anticipates that repayment could take place in the short term which is why a relevant reclassification
of the financial liabilities in the balance sheet from non-current to current liabilities was undertaken. Nidda Healthcare Holding
AG (now Nidda Healthcare Holding GmbH), as part of the takeover offer, agreed to provide STADA with financing for the financ-
ing amounts for which an early repayment of the STADA financing is upcoming.

Financial liabilities in a currency that deviates from the functional currency of the Group existed in the reporting year primarily
relate to the Serbian Hemofarm A.D. and the Argentinean Laboratorio Vannier S.A.

In financial year 2017, the Group refinanced itself at interest rates of between 0.8% p.a. and 27.0% p.a. (previous year: between
0.7% p.a.and 26.0% p.a.). As of the balance sheet date December 31, 2017, the weighted average interest rate for non-current
financial liabilities was approximately 25.51% p.a. (previous year: approx. 1.66% p.a.). The strong increase over the previous
year is attributable to the high interest rates in Argentina. The non-current financial liabilities reported as of December 31, 2017
in the STADA Group relate exclusively to the Argentinian Laboratorio Vannier S.A. As of the balance sheet date December 31,
2017, the weighted average interest rate for current financial liabilities was approximately 1.78% p.a. (previous year: approx.
3.12% p.a.).

For all of the Group’s financial liabilities the weighted average interest amounted to approximately 1.79% p.a. (previous year:
approx. 1.78% p.a.).
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The following table presents an overview of the structuring of financial liabilities in the STADA Group:

Remaining maturities of thereof as of
financial liabilities due to Dec. 31,2017
banks as of Dec. 31, 2017 >1year
in€k <1lyear 1-3years 3-5years > 5 years Total in %
Promissory note loans 525,112 - - - 525,112 -
Bonds 647,986 - - - 647,986 -
Liabilities to banks 84,007 816 - - 84,823 1%
Total 1,257,921 0%

Liquidity analysis

The Group’s liquidity was guaranteed at all times in the reporting year. STADA received liquidity primarily through cash inflows
from operating activities and through the borrowing of funds. Cash inflows from operating activities were influenced by
the profitability of business activities and the net working capital and by receivables in particular. In addition to the existing
financing through two corporate bonds, credit lines and various promissory note loans, STADA also has a liquidity reserve in the
form of cash.

Cash flow analysis

Cash flow statement (abridged) in € k 2017 2016

Cash flow from operating activities 262,881 333,522
Cash flow from investing activities -122,644 -171,763
Free cash flow 140,237 161,759
Cash flow from financing activities -227,838 54,334
Non-cash changes in cash and cash equivalents -21,784 -6,691

Cash flow -109,385 209,402

Cash flow from operating activities consists of changes in items not covered by investments, financing, exchange differences
on the conversion of foreign financial statements or transactions in foreign currencies or through changes in the scope of
consolidation and measurement. Cash flow from operating activities decreased to € 262.9 million in the reporting year (previous
year: € 333.5 million). This development resulted primarily from significantly higher cash outflows as compared with the pre-
vious year in connection with inventories, trade receivables as well as trade payables. The cash-effective increase in inventories
was attributable, among other things, to additions at ALIUD PHARMA to secure the ability to deliver within the scope of health
insurance tenders. Trade receivables were also strongly marked by declining factoring volume.

Cash flow from investing activities, which reflects the cash outflows for investments reduced by the inflows from disposals
amounted to €-122.6 million in financial year 2017 (previous year: €-171.8 million).

Cash flow from investing activities was mainly influenced by payments for investments in intangible assets in the amount of
€70.2 million (previous year: € 76.1 million). Within the scope of business combinations, there were pay-outs for the acquisition
of Serbian pharmaceutical wholesaler Velexfarm as well as for the final purchase price payment for the acquisition of Argen-
tinian Laboratorio Vannier and a Serbian product portfolio. In the previous year, there were significantly higher pay-outs for
business combinations, mainly for the acquisition of a product portfolio in Serbia as well as the acquisition of the British Natures
Aid and the Argentinian Laboratorio Vannier.
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For acquisitions - within the scope of business combinations in accordance with IFRS 3 as well as for significant investments
in intangible assets for the short-term expansion of the product portfolio - STADA spent a total of € 42.3 million in 2017 (pre-
vious year: € 86.3 million).

Investments in other intangible assets, i.e. investments in intangible assets in the context of the ongoing operating business
and thus without consideration of significant investments or acquisitions for the short-term expansion of the product portfolio,
amounted to € 30.7 million in 2017 (previous year: € 42.7 million). They include, in particular, individual insignificant payments
for the development and acquisition of approvals and approval dossiers.

Payments for investments in property, plantand equipment amounted to € 55.0 million in the reporting year (previous year:
€48.9 million). Also included here are production facilities, production sites and test laboratories for which in financial year
2017 additions in the amount of € 36.3 million (previous year: € 22.6 million) were recorded.

Payments for investments in financial assets amounted to € 0.3 million in financial year 2017 (previous year: € 4.9 million).

Asa result of disposals, STADA, in terms of cash flow from investing activities, recorded an inflow of cash and cash equivalents
in the total amount of € 5.7 million in financial year 2017 (previous year: € 11.0 million). Proceeds from the disposal of shares in
consolidated companies related exclusively to the sale of shares in the Chinese STADA Import/Export International Ltd. The
selling price was € 6 k and was paid in cash. Assets in the total amount of € 1.7 million and liabilities in the total amount of
€ 1.7 million were hereby disposed of.

Cash flow from financing activities in the reporting year amounted to €-227.8 million (previous year: € 54.3 million). This
development was particularly attributable to a significantly lower borrowing of funds compared with the previous year. The
repayment and borrowing of funds in 2017 shown in the cash outflow from financing activities was effected by the following
facts: the financing agreements stipulate a right of return for the bonds, promissory note loans or bank loans on the part of the
respective investors in the case of a change of control and a change to STADA's rating. Nidda Healthcare Holding AG (now Nidda
Healthcare Holding GmbH), as part of the takeover offer, agreed to provide STADA with financing for the financing amounts for
which an early repayment of the STADA financing is upcoming. In 2017, a loan in the amount of € 40.0 million was already
granted by Nidda Healthcare Holding GmbH in this connection. The resulting cash inflows were allocated to cash flow from
financing activities.

Free cash flow, i.e. cash flow from current business activities plus cash flow from investing activities, amounted in 2017 to
€140.2 million in the reporting year (previous year: € 161.8 million). Free cash flow adjusted for payments for significant
investments or acquisitions and proceeds from significant disposals decreased to € 181.2 million (previous year: € 243.9 million).

Cash flow for financial year 2017 net of all inflows and outflows from cash flow from operating activities, cash flows from
investing and financing activities as well as changes in cash and cash equivalents due to exchange rates and/or the scope of
consolidation amounted to €-109.4 million in the reporting year (previous year: € 209.4 million).

Investments

The Group's investment volume totaled € 113.6 million in the reporting year (previous year: € 189.7 million). In this regard,
investmentsin property, plantand equipment totaled € 56.0 million (previous year: € 54.3 million). Of thisamount, € 0.1 million
is accounted for by business combinations in accordance with IFRS 3 (previous year: € 4.2 million). In relation to Group sales,
the share of investments in property, plant and equipment was 2.49% (previous year: 2.5% of Group sales). Investments in
intangible assets were € 57.3 million (previous year: € 130.5 million). Of this amount, € 0.3 million is attributable to business
combinations in accordance with IFRS 3 (previous year: € 49.0 million). In financial year 2017, 49% of the total investment
volume was used for property, plant and equipment (previous year: 29%) and 50% for intangible assets (previous year: 69%).

Acquisitions

The Group did not make any significant acquisitions in the reporting year.
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Net Assets

Development of the Balance Sheet

Balance sheet (abridged) Dec. 31,2016 Dec. 31,2016
Assets in€k in % in€k in %
Non-current assets 1,880,574 58.7% 1,949,543 56.7%
Intangible assets 1,474,342 46.0% 1,582,361 46.0%
Property, plantand equipment 332,738 10.4% 322,715 9.4%
Remaining assets 73,494 2.3% 44,467 1.3%
Current assets 1,323,952 41.3% 1,490,901 43.3%
Inventories 499,012 15.6% 484,904 14.1%
Trade accounts receivable 520,441 16.2% 489,071 14.2%
Remaining assets 59,478 1.8% 81,386 2.4%
Cash and cash equivalents 243,194 7.6% 352,580 10.2%
Non-current assets and disposal groups held for sale 1,827 0.1% 82,960 2.4%

Total assets 3,204,526 100% 3,440,444 100%

Dec. 31,2017 Dec. 31,2016 Dec. 31,2016

Dec. 31,2017

Equity and liabilities in€k in % in€k in %
Equity 1,006,406 31.4% 1,047,105 30.4%
Non-current borrowed capital 157,572 4.9% 1,493,712 43.4%
Other non-current provisions 35,293 1.1% 35,997 1.0%
Financial liabilities 816 0.0% 1,336,414 38.9%
Other liabilities 121,463 3.8% 121,301 3.5%
Current borrowed capital 2,040,548 63.7% 899,627 26.2%
Other provisions 23,507 0.7% 20,273 0.6%
Financial liabilities 1,257,105 39.2% 134,343 3.9%
Trade payables 340,642 10.6% 336,844 9.8%
Other liabilities 419,294 13.2% 393,589 11.5%
Non-current liabilities and associated liabilities

of disposal groups held for sale - - 14,578 0.4%

Total assets 3,204,526 100% 3,440,444 100%

The assets situation of the STADA Group developed positively in 2017. This is also reflected in the following three derived key
figures as a supplement to the items reported in the balance sheet.

Net debt as of December 31, 2017 was reduced to € 1,054.7 million (December 31, 2016: € 1,118.2 million). The financing
agreements stipulate a right of return for the bonds, promissory note loans or bank loans on the part of the respective investors
in the case of a change of control and a change to STADA's rating. Nidda Healthcare Holding AG (now Nidda Healthcare Holding
GmbH), as part of the takeover offer, agreed to provide STADA with financing for the financing amounts for which an early
repayment of the STADA financing is upcoming. In 2017, a loan in the amount of € 40.0 million was already granted by Nidda
Healthcare Holding GmbH in this connection. This loan is included in the calculation of net debt.

In the reporting year, the net debt to adjusted EBITDA ratio improved to 2.4 (previous year: 2.8).

The equity ratio as of the balance sheet date was 31.4% (December 31, 2016: 30.4%).
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The balance sheet total as of December 31, 2017 decreased to € 3,204.5 million (December 31, 2016: € 3,440.4 million). Signif-
icant balance sheet changes are described below.

Intangible assets decreased by € 108.0 million to € 1,474.3 million as of December 31, 2017 (December 31, 2016: € 1,582.4 mil-
lion). This development was attributable, among other things, to currency effects and scheduled amortization as well as impair-
ments.

Asof December 31, 2017, intangible assets included goodwill in the amount of € 396.5 million (December 31, 2016: € 404.6 mil-
lion). There were additions to intangible assets from business combinations in accordance with IFRS 3 - without including
amortization - in the amount of € 0.3 million. This resulted from the acquisition of the Serbian pharmaceutical wholesaler
Velexfarm. In addition, in financial year 2017, development costs in the amount of € 21.4 million were capitalized as internally
created intangible assets (previous year: € 31.0 million). In 2017, STADA recognized impairments, net of write-ups, on intangible
assets in the total amount of € 41.7 million (previous year: € 61.8 million).

Property, plantand equipmentrose to € 332.7 million as of the balance sheet date (December 31, 2016: € 322.7 million). The
increase primarily resulted from investments in production facilities in the Serbian subgroup.

Inventories increased to € 499.0 million as of December 31, 2017 (December 31, 2016: € 484.9 million). This development was
particularly attributable to additions in the Serbian subgroup, partially related to the acquisition of the Serbian whole-
saler Velexfarm as well as at ALIUD PHARMA to secure the ability to deliver within the scope of health insurance tenders.

In specific situations STADA puts - following the principle of market proximity - certain range considerations deliberately aside
in favor of possible operating opportunities. In individual cases this - if the utilization of opportunities cannot be realized as
expected - can lead to value allowances for inventories which burden earnings. Total burdens in the amount of € 43.2 million
as of December 31, 2017 were incurred due to impairments net of reversals (December 31, 2016: € 28.2 million).

Trade accounts receivable increased to € 520.4 million as of the reporting date (December 31, 2016: € 489.1 million). This
development was primarily attributable to a significantly reduced factoring volume as compared to December 31, 2016, addi-
tions within the scope of the acquisition of the Serbian wholesaler Velexfarm as well as reporting date effects.

Insofar as there exists the opportunity to attain a better market position, the Group accepts in exceptional cases, if necessary,
higher current trade receivables. In terms of its receivables management, STADA pays careful attention to the liquidity of
customers as a general rule. However, defaults can never be entirely ruled out (see “Opportunities and Risk Report”).

Other assets comprises various items including, among other things, financial assets, investments accounted for at equity,
deferred tax assets, other financial assets, other assets as well as income tax receivables.

Financial assets fell to € 2.0 million as of December 31, 2017 (December 31, 2016: € 2.2 million) due, among other things, to
impairments.

Investments measured at equity increased as of the balance sheet date to € 41.5 million (December 31, 2016: € 13.9 million).
This development was primarily based on the accounting of the former Vietnamese subsidiary STADA Vietnam J.V. as an asso-
ciate as a result of a contract concluded in the fourth quarter of 2017 for the sale of the shares in this company held by STADA
as of December 31, 2019. For STADA, this was associated with the loss of control in this company.

Deferred tax assets increased as of December 31, 2017 to € 27.6 million (December 31, 2016: € 20.8 million). The increase
resulted, among other things, from additions within the scope of the initial consolidation of the Australian subsidiary STADA
Australia as well as the acquisition of the Serbian wholesaler Velexfarm.

Other financial assets in the amount of € 10.9 million (December 31, 2016: € 44.3 million) included, among other things, the
positive market values of derivative financial instruments which were € 0.7 million as of the balance sheet date (December 31,
2016: €9.9 million) and which in 2017 consisted only of currency forwards. Furthermore, also included in this position are
receivables from factoring transactions which for the German Group companies amount to € 5.5 million (December 31, 2016:
€ 6.4 million).
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Other assets increased as of December 31, 2017 to € 36.7 million (December 31, 2016: € 31.8 million). This was mainly attrib-
utable to anincrease in other tax receivables in Serbia.

Theincrease of income tax receivables as of December 31, 2017 to € 14.3 million (December 31, 2016: € 12.8 million) was based
primarily on advance income tax payments made by STADA Arzneimittel AG.

Cash and cash equivalents, including cash and call deposits as well as current financial investments, decreased as of Decem-
ber 31, 2017 to € 243.2 million (December 31, 2016: € 352.6 million). This development was based on the effects described as
part of the explanations on the consolidated cash flow statement. Further details on the development of cash and cash equivalents
can be found in the consolidated cash flow statement.

As of December 31, 2017, intangible assets included goodwill in the amount of € 1.8 million (December 31, 2016: € 83.0 mil-
lion). Liabilities in connection with the assets (December 31, 2016: € 14.6 million) no longer existed as of December 31, 2017.
In the previous year, as part of a disposal group of assets and liabilities held for sale of the two subsidiaries STADA Vietnam J.V.,
Ho Chi Minh City, Vietnam, and STADA Import/Export International Ltd., Hong Kong, China, were presented in a separate line
item in the balance sheet because at that point a sale in the near term was viewed as highly-probable. As of December 31, 2017
there was no longer, in relation to these two companies, any recognition of non-current assets and disposal groups held for sale
as well as liabilities in connection with the assets. This resulted on the one hand from the sale completed in the first quarter of
2017 of the company STADA Import/Export International Ltd. On the other hand, with regard to the subsidiary STADA Vietnam
J.V., a contract was signed for the sale of the shares held in the company by STADA as of December 31, 2019. For STADA, this was
associated with the loss of control in this company. The company will now be consolidated as an associate in the Consolidated
Financial Statements until the time of the sale. As of December 31, 2017, assets held for sale in the STADA Group consisted for
the most part of a building held for sale by a German subsidiary as well as an intangible asset held for sale by an Italian subsidiary
were presented in a separate line item in the balance sheet.

Equity decreased as of December 31, 2017 to€1,006.4 million (December 31, 2016: € 1,047.1 million).

Retained earnings including netincome comprise netincome for financial year 2017 as well as earnings generated in previous
periods, provided these were not distributed, including amounts transferred to retained earnings. In addition, revaluations of
net debt from defined benefit plans that were recognized through other comprehensive income are reported under this item,
taking deferred taxes into account. In the context of measuring the defined benefit obligations as of December 31, 2017, net
income in the amount of € 3.5 million after deferred taxes - not considering amounts attributable to non-controlling interests
-resulted from the remeasurement. It is mainly based on the increase in the discount rate for various defined benefit plansin
the STADA Group underlying the measurement of December 31, 2017 in comparison with December 31, 2016. Also included in
this position are currency translation differences related to the revaluation of net debt recognized in equity from performance-
oriented pension plans as well as the deferred taxes they incur which, in financial year 2017 amounted to income recognized
in equity of € 0.1 million.

Other provisions include results recognized directly in equity. This relates, among other things, to foreign exchange gains and
losses resulting from the currency translation with no effect on income of financial statements of companies included in the
Group, which are reported in the statement of changes in equity under the currency translation reserve. The decrease in other
provisions in the reporting year can be allocated primarily to the depreciation of the Russian ruble, the Vietnamese dong and
British pound sterling since December 31, 2016 as well as the resulting expenses with no effect on income from the currency
translation of companies accounted for in this currency.

As of December 31, 2017, the Group’s current and non-current financial liabilities in the amount of € 1,257.1 million and
€ 0.8 million (December 31, 2016: € 134.3 million and € 1,336.4 million) particularly include promissory note loans that have a
nominal value in the amount of € 526.0 million (December 31, 2016: € 709.0 million), a bond with a nominal value in the amount
of € 350.0 million and a bond with a nominal value in the amount of € 300.0 million (December 31, 2016: a bond with a nominal
value in the amount of € 350.0 million and a bond with a nominal value in the amount of € 300.0 million). The financing agree-
ments stipulate a right of return for the bonds, promissory note loans or bank loans on the part of the respective investors in
the case of a change of control and a change to STADA's rating. The increase in current financial liabilities as well as the decrease
in non-current financial liabilities was based on the reclassification of the promissory note loans, bonds and financial liabilities
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currently in place at STADA Arzneimittel AG. Due to STADA's financing agreements, the Company anticipates that repayment
could take place in the short term which is why a relevant reclassification of the financial liabilities in the balance sheet from
non-current to current liabilities was undertaken. Nidda Healthcare Holding AG (now Nidda Healthcare Holding GmbH), as part
of the takeover offer, agreed to provide STADA with financing for the financing amounts for which an early repayment of the
STADA financing is upcoming.

Trade accounts payable increased to € 340.6 million as of the balance sheet date December 31, 2017 (December 31, 2016:
€ 336.8 million). In addition to reporting date effects, this development relates mainly to the acquisition of the Serbian whole-
saler Velexfarm.

Remaining liabilities include deferred tax liabilities, other financial liabilities, other liabilities and income tax liabilities.
Deferred tax liabilities increased only slightly as of December 31,2017 to€ 116.5 million (December 31, 2016: € 116.4 million).

Other financial liabilities in the amount of € 230.1 million (December 31, 2016: € 217.9 million) included liabilities from discount
agreements of German STADA companies in the amount of € 140.8 million (previous year: € 166.3 million) and also included,
among other things, finance lease liabilities and liabilities from derivative financial instruments. The finance lease liabilities
amounted to € 3.4 million as of December 31, 2017 (December 31, 2016: € 3.3 million). The liabilities from derivative financial
instruments amounted to € 1.3 million on the reporting date (December 31, 2016: € 11.9 million), and resulted from the negative
market values of derivatives measured at fair value through profit or loss. The increase in other financial liabilities as compared
to the previous year was primarily due to a loan granted by Nidda Healthcare Holding GmbH in the amount of € 40.0 million.
Nidda Healthcare Holding AG (now Nidda Healthcare Holding GmbH), as part of the takeover offer, agreed to provide STADA
with financing for the financing amounts for which an early repayment of the STADA financing is upcoming.

Income tax liabilities increased to € 69.7 million as of the balance sheet date (December 31, 2016: € 60.6 million). This develop-
ment was particularly attributable to the tax deferrals for future tax liabilities carried out.

Other liabilities increased as of December 31, 2017 to € 124.5 million (December 31, 2016: € 119.9 million). This was mainly
attributable to increases in other tax liabilities and personnel related liabilities, especially in the scope of severance payments.

Results of Operations, Financial Position and Net Assets of STADA Arzneimittel AG
Introduction

STADA Arzneimittel AG is the parent and lead company of the STADA Group. It directly and indirectly holds shares in the companies
that belong to the STADA Group.

In the evaluation of the results of STADA Arzneimittel AG, the operating profit of the activities of the Group companies in the
Generics and Branded Products segments should be taken into account. Profit or loss is significantly affected by the services,
such as the delivery of goods to other Group companies, which result from the function of the AG as a parent company or holding
company of the STADA Group. The costs for these strategic services are covered by the Group companies taking advantage of
them and are accounted for under sales at STADA Arzneimittel AG. STADA Arzneimittel AG’s net profit is also influenced by
investment income.

For STADA Arzneimittel AG, sales as well as net profit are used as a basis for the ability to pay a dividend of key financial per-
formance indicators and management metrics.

For further information on the business activities of STADA Arzneimittel AG, in particular with regard to the topics of “research

and development”, “employees”, “macroeconomic and sector-specific environment” as well as “opportunities and risks”, refer-
ence is made to the statements regarding the STADA Group included in this Combined Management Report.
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The Annual Financial Statements of STADA Arzneimittel are prepared in accordance with the provisions of the German Commercial
Code (HGB) under consideration of the supplementing requirements of the German Stock Corporation Act (AktG). The provisions
for major capital corporations apply.

The full Annual Financial Statements of STADA Arzneimittel are available on the STADA website at www.stada.de or
www.stada.com.

Results of Operations

Results of operations in € k 2017 2016

Revenue 446,944 438,111

Net profit 39,062 51,473

Sales of STADA Arzneimittel AG increased in financial year 2017 by 2% to € 446.9 million (previous year: € 438.1 million).

In this regard, sales to third parties decreased considerably as compared to the previous year. Key reasons for this were the legal
mergers carried out in 2017 of STADA GmbH and STADAvita GmbH as well as STADApharm GmbH and cell pharm Gesellschaft
fur pharmazeutische und diagnostische Praparate mbH. STADAvita GmbH was subsequently renamed STADA GmbH and cell
pharm Gesellschaft fir pharmazeutische und diagnostische Praparate mbH was subsequently renamed STADAPHARM GmbH.

In connection with the legal mergers, the so-called commission agent model was dissolved. As a result of this step, invoicing of
customerssince that time is no longer done through STADA Arzneimittel AG, rather through the subsidiaries STADA GmbH and
STADAPHARM GmbH. Until June 30, 2017, STADA Arzneimittel AG acted as principal. Furthermore, at the time of the receivables
with the external customers, there was an assignment of the receivables from the two subsidiaries to STADA.

Internal Group sales developed positively - due, on the one hand, to an increased flow of goods following the mergers between
STADA Arzneimittel AG and the two subsidiaries mentioned above and, on the other hand, due to increased sales volumes.

Other operating income decreased to € 61.6 million (previous year: € 80.0 million) mainly as a result of a decline in exchange
gainsin the amount of € 12.0 million (previous year: € 41.0 million) as well as lower income from cost transfers in the amount of
€ 2.3 million (previous year: € 9.7 million). This was countered in the reporting year by write-ups in the amount of € 21.8 million
(previous year: € 18.9 million).

Notwithstanding the slight increase in sales, the cost of materials and supplies as well as goods purchased decreased to
€162.1 million (previous year: € 175.7 million). The declining cost of materials is based mainly on the dissolution of the commis-
sion agent model with the transfer of inventories to the companies STADAPHARM and STADA GmbH. The decrease also resulted
from reduced sales volumes in the Generics segment prior to the merger in the first half of 2017 on the basis of the decision,
taken for reasons related to profitability, to participate in health insurance organization tenders with only one company.
Personnel expenses of € 96.9 million were approximately at the level of the previous year (previous year: € 96.5 million).
Amortization/depreciation on non-current intangible assets and property, plant and equipment decreased to € 52.5 million
(previous year: € 87.7 million). For the most part, this decline was attributable to lower unscheduled amortization on approvals
and brands as well as goodwill. Depreciation on financial assets, on the other hand, increased to € 20.7 million (previous year:
€9.8 million). Other operating expenses increased to € 245.7 million (previous year: € 237.8 million), largely as a result of an
increase in consultancy services in the course of the takeover completed in 2017. This was countered by a reduction in other
operating expense with regard to the elimination of margin compensation based on the merger and the associated dissolution
of the commission agent model.

Income from profit transfer agreements and associates increased as a result of a positive earnings development in the German
sales companies to € 79.3 million (previous year: € 73.5 million), whereas investment income decreased to € 22.3 million (pre-
vious year: € 51.0 million). Earnings from loans to associates increased by 1% € 37.3 million (previous year: € 36.8 million).
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Other interest and similar income declined to € 22.8 million (previous year: € 28.3 million), mainly because of the decreasing
interest rates in the loans to subsidiaries. Interest and similar expenses declined to € 26.3 million (previous year: € 35.7 million),
mainly because of the repayment of existing loans.

Net profit for STADA Arzneimittel AGin 2017 - with respect to the developments previously described - decreased by 18% to
€39.1 million (previous year: € 51.5 million). In total, the tax expense rose to € 21.7 million (previous year: € 13.9 million) thus
corresponding to 35.6% of pre-tax net profit.

Financial Position

Cash flow from operating activities of STADA Arzneimittel AG in the reporting year increased to € 108.5 million (previous year:
€91.9 million). This increase is primarily based on higher provisions and liabilities for consulting services and trade taxes with
an offsetting decline due to the concentration of German discount agreement business to one subsidiary. Depreciation and
amortization decreased to € 51.4 million (previous year: € 78.7 million).

Cash flow from investing activities amounted to € 43.6 million (previous year: €-26.5 million) and resulted mainly from a decline
in loans to associates and lower payments for investments in intangible assets and financial assets.

Cash flow from financing activities was €-233.9 million (previous year: € 108.9 million). The net change in financial liabilities
(credit and promissory note loans) amounted to €-228.0 million and decreased notably (previous year: € 106.1 million). Cash
inflow was recorded from the intercompany cash pool liabilities. The payment of dividends in the amount of € 44.8 million
(previous year: € 43.6 million) led to an opposing effect.

As a result of the cash flows described, cash and cash equivalents decreased to € 98.1 million (previous year: € 179.9 million).
The primary goal of financial management is to ensure liquidity at all times and to limit the risks associated with financing.
Short-term borrowed capital financing is capital market-oriented and primarily relates to two corporate bonds in euro which
maturein 2018. The goal is to maintain a balanced maturity dates profile with a diversified investor basis and optimized financ-
ing conditions. The average capital weighted interest rate of the interest-bearing financial liabilities of STADA Arzneimittel AG
was 1.71% as of December 31, 2017 (December 31, 2016: 1.69%).

Net Assets
Net assets in € million 2017 2016
Non-current assets 2,139.7 2,222.8
Current assets 567.4 714.7
Equity 893.7 899.4
Provisions 121.7 1139
Liabilities 1,694.6 1,927.6

Non-current assets of STADA Arzneimittel AG decreased in 2017 to € 2,139.7 million (previous year: € 2,222.8 million). The
reason for this development was particularly the decrease in intangible assets to € 294.6 million (previous year: € 307.3 million)
in property, plant and equipment to € 55.7 million (previous year: € 59.3 million) and in financial assets to € 1,789.3 million
(previous year: € 1,856.1 million). Goodwill decreased to € 35.6 million (previous year: € 42.8 million). In terms of financial assets,
the investments in associates decreased to € 1,274.8 million (previousyear: € 1,278.4 million). Loans to associates, which served
mainly to finance acquisitions in the Central Europe region, decreased to € 495.1 million (previous year: € 558.3 million).
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Current assets of STADA Arzneimittel AG declined in financial year 2017 to € 567.4 million (previous year: € 714.7 million). This
development was primarily based on the reduction of bank balances as a result of the payment of promissory note loans to
€98.1 million (previous year: € 179.9 million). In addition, receivables from associates decreased to € 422.5 million (previous
year: € 471.8 million), resulting from the reduction of short-term lending to subsidiaries. This was countered by a reduction in
inventories based on the dissolution of the commission agent model to € 26.5 million (previous year: € 49.3 million).

Equity of STADA Arzneimittel AG decreased in the reporting year to € 893.7 million (previous year: € 899.4 million), mainly as
aresult of declining net profit of € 39.1 million. The dividend payment for 2016 amounted to € 44.8 million. The equity-to-assets
ratio increased slightly to 33% (previous year: 31%).

Provisions of STADA Arzneimittel AG increased in 2017 to € 121.7 million (previous year: € 113.9 million), mainly as a result
of the establishment of trade tax provisions in the amount of € 36.5 million (previous year: € 17.7 million). This was countered
by the reduction in provisions for health insurance organization discounts (previous year: € 16.6 million). This development
resulted, on the one hand, from the discount agreements of STADApharm that fully expired in December 2016 and, on the
other hand, from the presentation of the remaining provisions in STADAPHARM following the legal mergers. By 