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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

SYNTHETECH, INC.

Condensed Balance Sheets
(unaudited)

June 30, March 31,
2009 2009

Assets

Current Assets:
Cash and cash equivalents..............ccceeeeeeeneeeeennnn. $ 3,07900 $ 588,00
Accounts receivable, less allowance
for doubtful accounts of $15,000 for

bOoth Periods ... 795000 2,669000
INVENTOTIES v 5,153000 5,027000
Prepaid eXPeNnSEeS........vviiiviieiiii s e 239000 338000

Total Current ASSEtS......cooevuiiiiieeeeeeeeei e, 9,266000 8,622000
Property, Plant and Equipment, net.............ccceeeeeennn.. 4,263000 4,385000
Total ASSELS ..ovvviiiiiiiei e $ 13,529,000 $ 13,007,000

The accompanying notes are an integral part of these condensed financiakstatem



SYNTHETECH, INC.

Condensed Balance Sheets

(continued)
(unaudited)
June 30, March 31,
2009 2009
Liabilities and Shareholders’ Equity
Current Liabilities:
Current portion of long-term debt....................... $ 210,000 $ 210,000
Note payable ..........cooviiiiiiiii e 2,000 102000
Accounts payable...........ccoooiiiii 746,000 1,255000
Accrued compensation ...........c.uvevevs cmmmmmn e eeevnnnn 1,254000 1,046000
Deferred revenue...........coouiiiiivin s 51,000 51,000
Other accrued liabilities ...............ooi e eeeennnnnn. 18,000 23,000
Total Current Liabilities ..............comeieeeennnnne. 2,281000 2,687000
Long-term debt .........cooovviiiiiiiiiii e 662,000 715,000
Total LiabilitieS .........cooeeviiiiiiieciceeeeeeei 2,943,000 3,402,000
Shareholders' Equity:
Common stock, $.001 par value; authorized

100,000,000 shares; issued and outstanding,

14,650,614 and 14,648,614 shares.............cccceeeeeenn. 15,000 15,000
Paid-in capital ..........oooouiiiiiiii e 9,485000 9,473000
Retained earnings........coooeueviiieiiiiiemceneeeeeeeeinn 1,086,000 117000

Total Shareholders' EQuity...........ccocecceeenen. 10,586000 9,605,00
Total Liabilities and Shareholders' Equity............... $ 13,529,000 $ 13,007,000

The accompanying notes are an integral part of these condensed financiakstatem



SYNTHETECH, INC.

Condensed Statements of Operations

For The Three Months Ended June 30,

(unaudited)

Revenue
Cost of revenue

Gross income
Research and development

Selling, general and administrative
Total operating expense

Operating income

Interest income
Interest expense

Income before income taxes

Income taxes

Net income

Net income per common share:
Basic income per share

Diluted income per share

Weighted average shares outstanding:
Basic

Diluted

The accompanying notes are an integral part of these condensed financiakstatem

3

2009

$ 4,664000
2,653000

2,011,000

303000
702,000

1,005000

1,006000

3,000
(40,000)

969,000

$ 969000

$ 0.07

$ 0.06

14,648,900

15,103,809

2008

$

4,917,001
3,628,00(

1,289,00(¢

297,00C
678,00C

975,00C

314,00C

5,000
(24,000)

295000

$

295,001

0.0

0.0

14,631,614

15,002,705




SYNTHETECH, INC.

Condensed Statements of Cash Flows

(unaudited)

For The Three Months Ended June 30,

CASH FLOWS FROM OPERATING ACTIVITIES:
NELINCOME ... it $
Adjustments to reconcile net income to
net cash provided by (used in) operating activities:
Depreciation eXPENSE.......ccvuuiiiieieiieee e eaeeens
Stock-based compensation expense............cccoeeeveeennnnes

(Increase) decrease in assets:
Accounts receivable, Net..........ccccovviiiiiiiii
TN 2T o] (o] 1= PP
Prepaid eXPeNSES. ... ... i

Increase (decrease) in liabilities:
Accounts payable............ooiiin
Accrued COMPENSALION.........oveeieeiieeie e
Deferred revVenUE.........ccoeuiiiiiiiiee e
Other accrued liabilities............ooeeiiiie

Cash Provided By (Used In) Operating Activities......

CASH FLOWS FROM INVESTING ACTIVITY:
Property, plant and equipment purchases......................

Cash Used In Investing ACHIVILY..........cocevureinnieennaenn.

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of line of credit............cccoeiieiiiiiiiiinieeen.
Borrowings under long-term debt obligation...................
Principal payments under long-term debt obligation......
Repayment of note payable............coooiiiiiiiiiiiiceenn,

Cash Used In Financing Activities............ccceevevnieennnn.

Increase (Decrease) in Cash and Cash Equivalents.

Cash and Cash Equivalents at Beginning of Period..........

Cash and Cash Equivalents at End of Periad.................... $

2009 2008
969,000 $ 295,000
137,000 123,000
12,000 18,000
1,874,000 (237,000)
(126,000) 214,000
99,000 89,000
(509,000) 67,000
208,000 29,000

- (1,004,000)

(5,000) (16,000)
2,659,000 (422,000)
(15,000) (336,000)
(15,000) (336,000)
- (527,000)

- 550,000
(53,000) (9,000)
(100,000) (101,000)
(153,000) (87,000)
2,491,000 (845,000)
588,000 1,062,000
3,079,000 $ 217,000

The accompanying notes are an integral part of these condensed financial sta



SYNTHETECH, INC.

NOTES TO UNAUDITED CONDENSED FINANCIAL STATEMENTS

(Information as of June 30, 2009 and for the three month
period ended June 30, 2009 is unaudited)

NOTE A. GENERAL AND BUSINESS

Synthetech, Inc., an Oregon corporation, is a finengbals company specializing in organic
synthesis, biocatalysis and chiral technologies. Stathedevelops and manufactures proprietary
custom chiral intermediates, amino acid derivatives, igjpgcamino acids, peptide fragments, and
specialty resins primarily for the pharmaceutical industrgynthetech’s products support the
development and manufacture of therapeutic peptides and peptidoc (peptide-like) small
molecule drugs at every stage of a customer’s clinicakldpment pipeline, and are used as
ingredients in drugs for the treatment of AIDS, cancardiovascular and other diseases.
Synthetech’s products also support the production of chegnloatled medical devices.

The summary financial statements included herein haga peepared, without audit, pursuant to the
rules and regulations of the Securities and Exchangen@ssion. Certain information and footnote
disclosures normally included in financial statements pegpan accordance with accounting
principles generally accepted in the United States hae& bondensed or omitted pursuant to such
rules and regulations, although Synthetech managemeevd®khat the disclosures are adequate to
make the information presented not misleading. Syethét management suggests that these
summary financial statements be read in conjunction with financial statements and the notes
thereto included in Synthetech’s Annual Report on Form #0fkhe year ended March 31, 2009.
Synthetech's fiscal year ends March 31 of each year.

The interim period information included in this Quarterly Répon Form 10-Q reflects all

adjustments, consisting of normal recurring adjustmethizt are, in the opinion of Synthetech’s
management, necessary for a fair statement of thetseof the respective interim periods. Results of
operations for interim periods are not necessarilicati/e of results to be expected for an entire year.

Subsequent events have been evaluated through our filing date.

NOTE B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates: The preparation of financial statements in conformityhWwitS. generally accepted
accounting principles requires management to make astsnand assumptions that affect the reported
amounts of assets and liabilities and disclosure ofirmgpent assets and liabilities at the date of the
financial statements and the reported amounts of revende=xpenses during the reporting period.
Actual results could differ from those estimates.gnBicant items subject to such estimates and
assumptions include the valuation of inventory, accouateivable, deferred tax assets and the
carrying amount of property, plant and equipment.



Cash and Cash Equivalents: Cash and cash equivalents include demand cash and hegintlydebt
instruments with maturities of three months or lesenvpurchased. Synthetech may have cash and
cash equivalents in financial institutions in exces®défally insured limits.

Cash and cash equivalents consist of the following:

June 30, March 31,
2009 2009
Cash $ 1,000 $ -
Cash equivalents 3,078,000 588,000

$ 3,079,000 $ 588,000

Accounts receivable: Accounts receivable are recorded at the invoiced amouwhtdannot bear
interest. Synthetech does not finance its tradeva&lsleis by factoring the balances to a third party.
The allowance for doubtful accounts is established bgveew of aged accounts receivables and a
review for collectability of specific accounts. Th@wlance for doubtful accounts as of June 30, 2009
and 2008 was $15,000. For the quarter ended June 30, 2009 and 2008, $ystheteision for
credit losses were insignificant.

Concentrations of Credit Risk: Financial instruments that potentially subject Sgtebh to
significant concentrations of credit risk consist pyadly of cash equivalents and trade accounts
receivable. Cash equivalents primarily consist of monagket accounts with maturities at purchase
of less than three months. Synthetech’s customersist primarily of major and mid-size
pharmaceutical companies as well as contract drug systliesis, emerging and established
biopharmaceutical and medical device companies. Synthemgiomers are primarily located in the
United States and Western Europe. At June 30, 2009, fournmrstchad accounts receivable
balances of 29%, 17%, 16% and 12% of total accounts receivabldune 30, 2008, five customers
had accounts receivable balances of 25%, 16%, 13%, 12% and 1I¥alcddcounts receivable.
During the first quarter of fiscal 2010, sales to two custsmeach exceeding 10% of revenue for the
guarter, accounted for approximately 63% of Synthetech’scueve During the first quarter of fiscal
2009, sales to three customers each exceeding 10% of ref@nuibe quarter, accounted for
approximately 55% of Synthetech’s revenue. Synthetechianoel on major customers and the
absence of long term contracts could adversely affecabpg results if a major customer were lost or
failed to pay Synthetech. Revenue from emerging bioplaamigal companies could be adversely
impacted if these customers are unable to obtain regeaslditional funding from the financial
markets.

Inventories: Inventories are stated at the lower of cost or madetermined on the first-in, first-out
basis. Costs include direct material, direct labpplicable manufacturing overhead, and other direct
costs.

Management evaluates Synthetech’s inventory for impairmérenever it becomes aware that
indicators of impairment exist. It is Synthetech’s pplto write-down inventories to reflect an
estimate for impairment in an amount equal to the diffee between the cost of inventory and the
estimated market value based upon assumptions about futuaadiemd market conditions. Write-
downs of inventory are reported as a component of castvehue in the relevant period.
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Property, Plant and Equipment: Property, plant and equipment are recorded at cogteriitures

for maintenance and repairs are expensed as incurred.ndiixpes that materially increase values,
change capacities or extend useful lives are capittliA®hen assets are retired, sold or otherwise
disposed of, the applicable costs and accumulated demera@aé removed from the accounts and the
resulting gain or loss is recognized. Depreciation andrig@ation are provided on the straight-line
basis over the estimated useful lives of the individsaéts which range from three to 40 years. In
Synthetech’s statements of operations, depreciatioraammtization are charged to cost of revenue,
research and development and selling, general and adatinest on a basis consistent with the
utilization of the underlying asset.

In accordance with Statement of Financial Accountingiéieds (SFAS) No. 144, “Accounting for
Impairment or Disposal of Long-Lived Assets”, Synthetashesses the impairment of property, plant
and equipment whenever events or changes in circumstanttieate that their carrying value may not
be recoverable. If Synthetech determines that thgingrvalue of property, plant and equipment may
not be recoverable, Synthetech compares the carryingalf its property, plant and equipment to
the undiscounted cash flows expected to be generated bgsset group. If the carrying value
exceeds the undiscounted cash flows an impairmengehaay be recorded. An impairment charge
is recognized to the extent that the carrying amount qfgsty, plant and equipment is in excess of
their determined fair value.

Income Taxes: Synthetech accounts for income taxes in accordartteSHAS No. 109 “Accounting
for Income Taxes.” In accordance with SFAS No. 109,rdedetax assets arise from the tax benefit
of amounts expensed for financial reporting purposes buataleducted for tax purposes and from
unutilized tax credits and net operating loss carryfoiaar Synthetech evaluates its deferred tax
assets on a regular basis to determine if a valuatiowaace is required. Synthetech will record a
valuation allowance to the extent it is determined ithatmore likely than not that Synthetech will be
unable to recognize a deferred tax asset.

FASB Interpretation No. 48, “Accounting for Uncertaimtyincome Taxes, an Interpretation of FASB

Statement No. 109” (“FIN 48”) provides recognition critenmal a related measurement model for tax
positions taken by companies. In accordance with FIN 48 pdsition is a position in a previously

filed tax return or a position expected to be taken in ardéutax filing that is reflected in measuring

current or deferred income tax assets and liabilitiesx positions are recognized only when it is more
likely than not (likelihood of greater than 50%), basedemhnical merits, that the position would be
sustained upon examination by taxing authorities. The ameaagnized is the largest benefit that
the Company believes has a greater than a 50% likelihobdind realized upon settlement. Fiscal
2006 through 2009 remain open and subject to audit by the InfRevahue Service and equivalent
state agencies.

Deferred Revenue: Deferred revenue represents customer advances foriafgatbat have not yet
been manufactured. From period to period, the amount efrddfrevenue will vary significantly
depending on the customer agreements that are in pldoetanhe. Deferred revenue is recognized as
revenue consistent with Synthetech’s revenue recogrpiadicy.

Revenue Recognition: Synthetech recognizes revenue, including shipping and hanchisges
billed to customers, upon shipment of product when titlereskdof loss pass to customers. Shipping
and handling costs are classified as part of cost ehrex.



Research and Development CostsResearch and development costs are expensed asdncurre

Stock-Based Compensation: Stock-based compensation expense for stock-based compensation
awards is based on the grant-date fair value estimatctardance with the provisions of SFAS No.
123(R), ‘Share-Based Paymént Synthetech recognizes these compensation costsf restimated
forfeitures over the requisite service period of therdwahich is generally the vesting term of one to
five years for stock options. Please refer to Note these condensed financial statements for a
further discussion of stock-based compensation.

Fair value of financial instruments: The carrying value of all financial instruments clasdifes
current assets or current liabilities is deemed to apmrabel fair value because of the short maturity of
these instruments. The interest rate on our long-webt adjusts with changes in the prime rate
subject to minimums, and is estimated that fair valusetyoapproximates carrying values. Our long-
term debt was originated in fiscal 2009.

Comprehensive Income or Loss:Synthetech has no material components of comprehemsiome
/loss other than net income/loss. Accordingly, comensive income/loss was equal to net
income/loss for all periods presented.

Income (Loss) Per Share: Basic income (loss) per share and diluted loss pee shaomputed by
dividing net income (loss) by the weighted average numbshafes of common stock outstanding
during the period. Diluted income per share is computed byidg/zinet income by the weighted
average number of shares of common stock and commok stivalents outstanding during the
period, calculated using the treasury stock method as dafin&FAS No. 128. Common stock
equivalents are not used to calculate diluted loss jpee slecause their effect would be anti-dilutive.

Shares used to compute earnings (loss) per share areasfoll

For thethree montt endecJune 30,

2009 2008
Net income $ 969,000 $ 295,000
Basic, weighted average shares 14,648,900 14,631,614
Dilutive effect of stock options 454,909 371,091
Diluted, weighted average shares 15,103,809 15,002,705
Basic income per share $ 0.07 $ 0.02
Diluted income per share $ 0.06 $ 0.02

Supplemental cash flow disclosures are as follows:
Cash paid during the period for interest is set forthvielo
For the three months ended June 30,

200¢ 200¢
Interest $ 40,000 $ 24,000




NOTE C.

INVENTORIES

The major components of inventories, net of reservesasafollows:

June 30, March 31,
2009 2009
Finished products ..............ccceveees $ 2,138,000 $ 1,782,000
WOrk in process.........ccceevevevineeeennnn. 1,226,000 1,403,000
Raw materials.............cccooeveiiiinnnns 1,789,000 1,842,000
$ 5,153,000 $ 5,027,000
NOTE D. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment and depreciable lives armatined as follows:
Depreciable
Life June 30, March 31,
In Years 2009 2009
Land .....cooovvieiiiiiiie e $ 241,000 $ 241,000
BUildings ....coooovvvviiiiiieeeeiiieee, 15-40 1,617,000 1,617,000
Machinery and equipment..... 5-17 3,474,000 3,371,000
Laboratory equipment............ 5-17 1,413,000 1,409,000
Furniture and fixtures............. 3-5 120,000 120,000
Construction in process......... 3,000 95,000
6,868,000 6,853,000
Less:

Accumulated depreciation..... (2,605,000) (2,468,000)
$ 4,263,000 $ 4,385,000




NOTE E. ACCRUED COMPENSATION

Accrued compensation consists of the following:

June 30, March 31,
2009 2009
Employee incentives .............cooov i, $ 964,000 $ 742,000
Accrued vacation ............ocoeiiiiiii i 246,000 242,000
Accrued compensation............ccooviiiieiinans 44,000 62,000
$ 1,254,000 $ 1,046,000

Employee incentives approximating $700,000, which were earrfestah 2009, were paid to
employees in July 2009.

NOTE F. LINE OF CREDIT

Synthetech'’s credit facility, with a finance companyvides for borrowings of up to $2.0 million or
the maximum available under the borrowing base, whichieviess. Interest is payable at (a) 9% or
(b) the prime rate plus 5%, whichever is higher. The anfagalfor the credit facility is $20,000.
Additionally, the credit facility has a minimum monghee of $2,500, which is reduced by interest
charges. The facility contains no financial covenamds is collateralized by cash, cash equivalents,
accounts receivable, inventories and property, plant angraqut. The credit facility is scheduled to
expire on September 15, 2010. As of June 30, 2009, Syntheteab badrowings outstanding under
the facility and $1.3 million in availability. Availalitiy is computed as the total commitment of $2.0
million less amounts which are utilized by borrowings ather commitments, less amounts not
supported by eligible accounts receivable or inventory.
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NOTE G. LONG-TERM DEBT

Synthetech has entered into term loan facilitieanfrthe same finance company that provided
Synthetech’s line of credit facility. The loans contao financial covenants and are collateralized by
cash, cash equivalents, accounts receivable, inventandgroperty, plant and equipment. Terms of
the loans are as follows:

* On November 5, 2008, Synthetech entered into a term laaifityf under which it
borrowed $500,000. The loan matures on November 5, 2011, andese@Girmonthly
principal payments equal to $8,333, plus interest, beginningezermber 1, 2008, with a
balloon payment of $200,000 due on maturity. The note beaargsh at (a) 9% or (b) the
prime rate plus 5%, whichever is higher. The amount andgtg under this term loan
facility as of June 30, 2009 was $442,000.

« On May 5, 2008, Synthetech entered into a term loantfacihder which it borrowed
$550,000. The loan matures on May 5, 2011, and requires 36 montidipptipayments
equal to $9,167, plus interest, beginning on June 1, 2008, with @omglayment of
$220,000 due on maturity. The note bears interest at (ay &) the prime rate plus 4%,
whichever is higher. In May 2010, Synthetech will pay anual loan fee equal to 1% of
the then outstanding principal balance of the loan. arheunt outstanding under this term
loan facility as of June 30, 2009 was $430,000.

Scheduled long-term debt principal repayments under the tamfdailities are as follows:

Years ending March 31,

2010, $ 157,000
2010 ., 210,000
2002, 505,000
Total $ 872,000
NOTE H. NOTES PAYABLE

During November and December 2008, Synthetech financed $322,000 off premi@ms for certain
of its insurance policies. The amount outstanding utiteeffinance agreement as of June 30, 2009
was $2,000.

NOTE I. EMPLOYEE STOCK BENEFIT PLAN
Description of the Plans

Stock Plan

Synthetech grants equity-based compensation under its 2008 Hupgintive Plan (th005 Plar).
Stock options, restricted stock awards and stock appoetieghts are authorized for issuance to
employees, consultants and non-employee directors uhee2005 Plan. Stock options are granted
with an exercise price equal to the fair market valu&yrithetech’s common stock on the date of
grant. Employee options generally vest (a) one-thirdtlen date of grant and in equal annual
installments between the date of grant and the subsetyuzytars or (b) over a three year period on
their annual anniversary dates. On occasion, individual mptioay have different vesting terms.
Options granted to non-management Directors generadiy re¢ably over the five succeeding years
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from the date of grant. All options expire no lategirt ten years from the date of grant. As of June
30, 2009, 82,550 shares were available for issuance under thel2605 P

Stock Option Activity

A summary of the changes in stock options outstandingruBylghetech’s 2005 Plan and otherwise
during the quarter ended June 30, 2009 is presented below:

Weighted
Number Average Weighted Average Aggregate
Of Exercise Remaining Intrinsic
Options Price Contractual Term Value
(years)
Options outstanding, March 31, 2009 2,595,400 $ 092 6.6
Granted - -
Exercised (2,000) $ 0.29
Forfeited (22,700) $ 2.02
Options outstanding, June 30, 2009 2,570,700 $ 091 6.4 $ 157,000
Options exercisable, June 30, 2009 1,881,701 $ 1.05 5.4 $ 121,000

No options were granted during the first quarters of fiR64D and 2009.

The aggregate intrinsic value in the table above represkatsotal pre-tax intrinsic value (the
difference between Synthetech’s closing stock pricéheratst trading day of the first quarter of fiscal
2009 and the exercise price, multiplied by the number tdiemmoney options) that would have been
received by the option holders had option holders ese@udlctheir options on June 30, 2009. This
amount changes based upon changes in the fair marketo¥a&8yathetech'’s stock.

As of June 30, 2009, $149,000 of total unrecognized compensatipmebsf estimated forfeitures,
related to nonvested stock options is expected to bemesal over a weighted-average period of
approximately 1.6 years.

Expense Information under SFAS No. 123(R)
Stock-based compensation expense was allocated as follows:

For the three months ended June 30,

2009 200¢
Stocl-based compensation expel
Cost of revenue $ 3,000 $ 3,000
Operating expenses 9,000 15,000
Stock-based compensation expense

before income taxes 12,000 18,000
Income tax expense (benefit) - -
Total stock-baed compensation

expense after income taxes $ 12,000 $ 18,000
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Item 2. Management's Discussion and Analysis of Financial Corttbn and Results of Operations

The following discussion of the results of Synthetedperations and financial condition should be
read in conjunction with the accompanying condensed finasteisdments and the notes thereto
included within this report.

FORWARD LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statemertéwtite meaning of the
Private Securities Litigation Reform Act of 1995. All statemjesther than statements of historical
fact, including statements regarding industry prospects and future reduigerations or financial
position, made in this Quarterly Report are forward looking. Words sucHaa8cipates,”
“believes,” “expects,” “future” and “intends” and similar expressns may identify forward-looking
statements. In particular, forward-looking statements in this rejpcttide statements regarding: our
future performance and operating results; expected revenue from and shippasgfoiatustomer
orders; future revenue for a customer market category; recurrehtarge-scale projects; resolution
of manufacturing process difficulties; estimated quarterly stock-basetpensation amounts; the
conditions of the fine chemicals industry; obtaining regulatory approval for drenys and other
matters relating to drug development progress; financing our current and fcapreal expenditures
and the timing and amount of such expenditures; the effect any change gnm faugiency exchange
rates would have on our operating results; whether our cash and cash equsydientowing
capacity and internally-generated funds will be adequate to operate our busamelssur inability to
recognize deferred tax assets. Forward-looking statements ref@@egement’s current expectations,
plans or projections and are inherently uncertain. Actual results coul@rdiffaterially from
management'expectations, plans or projections. Readers are cautioned not to place natidnee
on these forward-looking statements, which speak only as of the déis oéport. The risks and
uncertainties that may cause actual results to vary materially fognforward-looking statements
include, but are not limited to, the following: the uncertain markebtorproducts; potential loss of a
significant customer; customer concentration; potential termination or ssspe by customers of
significant projects or orders; potential production or shipping delays; potepigaiod-to-period
revenue or expense fluctuations; our limited financial and other ressuhigher than expected cash
use, or inability to borrow funds under our line of credit or to raise othebt or equity capital
required to continue operations; production factors and timely access tonederials; industry cost
factors; competition; government regulation; labor disputes; technological chdogee incentive
stock awards; and international business risks. Investors are urgedatb our filings with the
Securities and Exchange Commission, including our Annual Report on Form 1QHe figcal year
ended March 31, 2009, for a further description of risks and uncertainti@®deto forward-looking
statements made by us as well as to other aspects of our busimgbetesi does not intend to
release any revisions to these forward-looking statements extreVents or circumstances that may
occur or arise after the date hereof or to reflect the occurra@ficeanticipated events.
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OVERVIEW

Synthetech, Inc., based in Albany, Oregon, is a finanad@s company specializing in organic
synthesis, biocatalysis and chiral technologies. We lolpvand manufacture proprietary custom
chiral intermediates, amino acid derivatives, speciaityna acids, peptide fragments, and specialty
resins primarily for the pharmaceutical industry. Sgtebh produces advanced pharmaceutical
intermediates in accordance with Current Good ManufagfurracticesqGMP) in compliance with
U.S. Food and Drug Administratiofr[DA) regulations. Our products support the development and
manufacture of therapeutic peptides and peptidomimetic ifeelite) small molecule drugs from
early stages of a customer’'s clinical development udgno market launch and into commercial
production. Synthetech’s products also support the producticheshically-based medical devices.
Synthetech’s domestic and international customer basedexlmajor and mid-size pharmaceutical,
contract drug synthesis, emerging biopharmaceutical, establ biopharmaceutical and medical
device companies. We also supply catalog quantities ofadfyeamino acids to research institutions,
universities and drug discovery firms.

Financial Results

Synthetech reported revenue of $4.7 million for the firsttguaf fiscal 2010. Related gross income
was $2.0 million, or 43% of revenue, and net income was $969%0®D.07 per basic share, which
was an improvement of $674,000 over the first quarter o&lfiR009 net income of $295,000 on
revenue of $4.9 million. The improvement in net incameslightly lower sales is primarily the result
of: a more favorable product mix; improved throughput and efi@es; and raw material and other
cost reductions. Additionally, gross income for thetfguarter of fiscal 2009 was hindered by: lower
than normal margins on certain products which encountgn@dlction difficulties in prior quarters;
higher than average raw material costs on certaieg@syjand low margins on material purchased for
direct resell. The first quarter of fiscal 2010 includes $224d@Gfmployee incentives compared to
$41,000 in the comparable period of fiscal 2009. As a cautionaagume, in May 2009, Synthetech
implemented a reduction in force and modified its shifiesitiles to reduce the cost of overtime pay.
As a result of these changes, Synthetech incurred $53f08verance costs in the first quarter of
fiscal 2010.

During the first quarter of fiscal 2010, Synthetech gener&ged million in cash from operations and
used $168,000 to repay borrowings and for capital expenditures. outstanding balance on our
credit facility at the beginning and end of the first geraof fiscal 2010 was $-0-. During the quarter,
working capital increased $1.1 million to $7.0 million asurie) 30, 2009, compared to $5.9 million at
March 31, 20009.

Market Overview

We believe that Synthetech has been able to capi@atizeew revenue opportunities because of our
proprietary technology positions in both amino acid ckemiand multi-step chiral organic synthetic
chemistry. Several large multi-national pharmacaltompanies have made a strategic decision to
outsource more of their manufacturing requirements.pbdleve we are well positioned to compete
for these new opportunities because of our long associattbrthe pharmaceutical industry, large-
scale domestic manufacturing facility, and experiencedntsts and research and development group.

We have increasingly targeted market opportunities at besablished and emerging

biopharmaceutical and chemically based medical device ategalhese opportunities are being
driven in large part by the need of large pharmaceutarapanies to develop new drugs. A number of
block-buster drugs will lose patent protection and becomerigemeer the next five years, and large

14



pharmaceutical companies are seeking to offset the ingp#uis development with increased internal
drug development efforts augmented by the in-licensing of gioginew drug candidates from
emerging biopharmaceutical companies. Most emerging biophautized companies have limited

manufacturing expertise, which we believe provides a compiaey Synthetech with additional

market opportunities.

Synthetech’s revenues are largely based on the statndiwtiual, large-scale customer projects and
can vary significantly from period to period and by customarket category. Approximate revenue
by customer market category for all types of projectdHerfirst quarters of fiscal 2010 and 2009 was

as follows:
Custome For theThree Month EndedJune 30,
Market Category 2009 2008

Major and mid-size pharmaceutical $ 3,845,000 $ 3,022,000
Contract drug synthesis 262,000 743,000
Medical device 235,000 8,000
Emerging biopharmaceutical 210,000 825,000
Established biopharmaceutical 45,000 304,000
Other 67,000 15,000

Total revenue $ 4,664,000 $ 4,917,000

Information relating to the above table includes thewihg:

Increased revenue in the first quarter of fiscal 2010 fnaagor and mid-size pharmaceutical
companies was primarily the result of growth in existarge-scale projects. We believe that
our fiscal 2010 revenue from major and mid-size pharmacéuwicapanies may be mildly
impacted by the current economic downturn. However, Viieveethat future revenue from
these types of companies will depend more upon the stétingividual drug development
projects and customer acceptance of marketed products tahesri the prevailing economic
environment.

A portion of our fiscal 2010 revenue from contract drug sysisheompanies will be affected
by business that they receive from emerging biopharmaed¢gtistomers. To a larger extent,
our fiscal 2010 revenues from this customer category willttp@on the status of individual
drug development and marketed projects which we supply nidtetia

Medical device revenue for the first quarter of fiscal@@esulted from a project with a single

customer. Due to high customer inventory levels we expattany meaningful fiscal 2010
revenue from our medical device customers would be geddeaéein fiscal 2010, if at all.
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» Despite the difficult economic environment, we contitmeeceive new orders and significant
inquiries from some of our emerging biopharmaceutical costs. Due to expanding
requirements from several drug development projects,nivei@ate that fiscal 2010 revenues
from this customer market category have the potentmlitpace fiscal 2009 revenues.

* Revenue during fiscal 2009 from established biopharmaceutcapanies was substantially
composed of sales to a single company in support of aydartidrug development project.
We anticipate that fiscal 2010 revenue in this customelgoatemay be comparable to or
exceed fiscal 2009 revenue.

If, as a result of the recent economic environment, austomers are unsuccessful in generating
sufficient revenue or are unable from securing financihgy tmay reduce their purchases of our
products or not be able to pay, or may delay payment afuats receivable that are owed to us. In
addition, the economic downturn may cause some of astomers to discontinue operations. Any
inability of current or future customers to continue to pasehproducts or to pay us for purchased
products would adversely affect our results of operatiodscash flow.

Business Conditions

Synthetech’s order backlog as of June 30, 2009 and 2008 was apgisdyif¥.6 million and $6.9
million, respectively. We expect that a majoritytbé June 30, 2009 backlog will ship during the
second quarter of fiscal 2010, which ends September 30, 2009, atahsially all of the remainder is
scheduled to ship during the second half of fiscal 2010.

Our primary competition is from a variety of fine cheali companies headquartered in Western
Europe. We continue to encounter competition from dewagogountries in Asia that have
substantially lower cost structures. This trend hastesbuh pricing pressures and is affecting our
ability to maintain historical margins and to retain atidact business for some of our products.

Customer Project Pipeline

Our portfolio of clinical pipeline projects remains aetiand consists of a variety of projects with
significant revenue generating potential. Many of thgsgects have the potential to grow into large-
scale projects in the future.

Synthetech is involved in many active customer projettrge-scale customer projects represent our
main source of revenue. We are unable to determiner@gadonable certainty our revenues relating to
large-scale projects beyond our current order base, induer to unpredictable drug approval
processes and the short-term supply chain planning by many cfistomers.
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RESULTS OF OPERATIONS
The following table sets forth, for the periods indicatée, percentage of revenues represented by
each item included in our condensed Statements of Opesati

Three Months
Ended June 30,

2009 20C8
Revenue 100.0% 100.0%
Cost of revenue 56.9 73.8
Gross income 43.1 26.2
Research and development 6.5 6.0
Selling, general and administrative 15.0 13.8
Total operating expenses 215 19.8
Operating income 21.6 6.4
Interest income 0.1 0.1
Interest expense (0.9 (0.5)
Income before income taxes 20.8 6.0
Income taxes - -
Net income 20.8% 6.0%

Revenue

Revenue of $4.7 million for the first quarter of fiscall@0decreased by $253,000, or 5%, from
revenue of $4.9 million for the first quarter of fiscal 200

Because large-scale customer projects represent our psimarce of revenue, the size and timing of
shipments related to these projects can cause significettiations in quarter-to-quarter revenue.
Revenue earned from four large-scale projects was $3.i6mdlring the first quarter of fiscal 2010.
These four large-scale projects support three drug develdppnejects on behalf of two major
pharmaceutical companies and a medical device project.

Revenue earned from three large-scale projects was $ighrduring the first quarter of fiscal 2009.
These three large-scale projects support two drug developrgetts and one marketed drug and are
on behalf of two major pharmaceutical companies ancearexging pharmaceutical company.

The market environment for smaller customer projectstigsgea While generally individually smaller
in dollar value, these projects support a wide variety ofnarms for our major pharmaceutical,
emerging and established biopharmaceutical and contractsgnigesis customers. Synthetech’s
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large-scale projects typically originate from our pdidf@f successful small-scale early stage drug
development projects.

International sales, mainly to Europe, were $2.9 miliowl $2.6 million in the first quarter of fiscal
2010 and 2009, respectively. International sales, like atluofrevenues, are subject to significant
quarterly fluctuations.

To the extent successful customer projects develop imgerlavolumes, either during late stage
clinical trials, pre-launch or as a marketed producttt@tech’s per unit pricing may decline. There
is a risk that the impact on future sales and profitgkildm declines in pricing may not be offset by
an increase in volume.

The level of Synthetech’s business from period to pelolargely unpredictable. Although revenue
associated with marketed products is more likely to prozidtenger term, on-going revenue stream
than revenue associated with drugs at the clinical arodsy stages, continuation of customer
demand for our products from customers with marketed prodeetsims subject to various market
conditions, including potential use of alternative mactufiang methods, continued market demand
for drugs that we support, and competition from other seppliAccordingly, while significant orders

related to marketed products provide substantial and modéctaiele revenue, we expect revenue to
continue to fluctuate from period to period.

Gross income

Gross income for the first quarter of fiscal 2010 inseea$722,000, to $2.0 million, or 43% of
revenue, compared to gross income of $1.3 million, or 26%\anue, for the first quarter of fiscal
2009. Gross income for the first quarter of fiscal 2010 ftedefrom: a more favorable product mix;
improved throughput and efficiencies; and raw materialcahdr cost reductions.

Gross income for the first quarter of fiscal 2009 was hedldoy: lower than normal margins on
certain products which encountered production difficulties ior gjuarters; higher than average raw
material costs on certain projects; and low marginmaterial purchased for direct resell.

Manufacturing department costs incurred during the first quantt fiscal 2010 decreased $64,000
compared to the comparable period of fiscal 2009. Manufagtulepartment costs for the first

guarter of fiscal 2010 included approximately $87,000 for emplaysentives and severance costs
compared to $-0- in the comparable period of fiscal 2009.

Gross income for the first quarters of fiscal 2010 and 20f@ctecharges for impaired inventory of
$147,000 and $191,000, respectively. Synthetech routinely developsfatiairing processes to
produce new products or to refine procedures for existing produdtsis not unusual for
manufacturing costs associated with new processes tarncexisting processes to exceed the selling
price for batches of product, which results in an inventoitevaff. It remains difficult to rework
certain materials on a cost effective basis. ytetth also writes-off inventory that is specific to any
customer project that has been discontinued.

Cost of revenue includes raw materials, direct lab@mufacturing overhead, other direct costs, and
adjustments to inventory.
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Operating Expenses

R&D Expense. Research and development (R&D) expense for thé diusirter of fiscal 2010
increased $6,000 to $303,000, or 6% of revenue, compared to $297,0000bred¥#nue, for the first
quarter of fiscal 2009.

Synthetech’s R&D department primarily develops processesnaoufacture and optimize the
production of our products and their related scale-up to metowifag quantities. Additionally, the
R&D department assists in the manufacture small-scaldupts for sale. The cost of producing these
small-scale products is captured in inventory and not refleict R&D expense. The amount of R&D
department costs charged to the manufacture of smddl poaducts can cause fluctuations between
reporting periods in the amount of reported R&D expense. RI&Partment costs charged to
inventory in the first three months of fiscal 2010 and 200®W8&8,000 and $41,000, respectively.

SG&A Expense. Selling, general and administrative (SG&A) expensetlie first quarter of fiscal
2010 increased $24,000 to $702,000, or 15% of revenue, compared to $678]@06,airevenue, in
the first quarter of fiscal 2009. The increase in thepmmants of SG&A expense between the two
periods included:

* An aggregate increase in compensation expense of $94,000, lyricaanposed of an increase in
employee incentives of $101,000, less net aggregate decreasdaries and benefits of $7,000;
and

* A net aggregate decrease in professional fees, tradathar expense categories of $70,000.

SG&A expense consists of compensation and related fimegefits for sales and administrative

employees, costs of professional services, marketosjsc costs associated with being a public
company, and costs related to administrative facilitiesiaformation services.

Interest Expense

Interest expense in the first quarter of fiscal 2010 was $40@0@pared to $24,000 in the same
period of fiscal 2009. Synthetech'’s interest expenseinsapity derived from expense on its long-
term debt, line of credit and notes payable. The iserea interest expense between the periods
primarily relates to the level of borrowings and ititerest rates in effect during the periods.

Income Taxes
Based on Synthetech’s history of losses in certain préars and management’s evaluation of
available tax planning strategies, we have concludeddh#hé foreseeable future Synthetech may be

unable to recognize its net deferred tax assets as amentax benefit, continuing for an uncertain
period of time.

Net Income

As a result of the foregoing factors, net income tfeer first quarter of fiscal 2010 was $969,000,
compared to net income of $295,000 for the comparable peritstalf 2009.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The discussion and analysis of Synthetech’s financiatliton and results of operations are based
upon its financial statements, which have been preparednforenity with generally accepted
accounting principles in the United States. The preparatiothese financial statements requires
Synthetech to make estimates and judgments that dffeateported amounts of assets, liabilities,
revenue and expenses and related disclosure of contirggets and liabilities. On an ongoing basis,
Synthetech evaluates its estimates, including thosesdetatdeferred tax asset realization, inventory
realization, allowance for doubtful accounts and lomgediasset impairments. Synthetech bases its
estimates on historical experience and on various e@&rmptions. Actual results may differ from
these estimates under different assumptions or donslit Synthetech believes the following are
among the critical accounting policies and the related meigs and estimates that affect the
preparation of its financial statements. Pleaselseblttes to the Financial Statements under Item 1.

Allowance for Doubtful Accounts

We analyze a customer’s creditworthiness by reviewingtisegomer’s payment history and financial
stability. We establish the allowance for doubtful acte by reviewing aged accounts receivables
and the collectability of specific accounts. ThewaHoce for doubtful accounts as of June 30, 2009
and March 31, 2009 was $15,000. Synthetech’s provision for dosdits for the first quarters of
fiscal 2010 and 2009 were insignificant. If circumstancésted to a specific customer change,
Synthetech’s estimate of the recoverability of reablgs could materially change.

Inventories

Inventories are valued at the lower of cost or marketeyadetermined on the first-in first-out (FIFO)
basis. Costs include direct material, direct labpplicable manufacturing overhead, and other direct
costs.

Management evaluates Synthetech’s inventory for impairmérenever it becomes aware that
indicators of impairment exist. Factors contributiogitventory impairment include, but are not
limited to: decreases in selling price; changes in cust@pecifications; project terminations or holds;
variations in material produced by Synthetech from custapecifications; and production costs
materially in excess of current market price. It is palicy to write-down inventories to reflect an

estimate for impairment in an amount equal to thesxcif any, of the cost of inventory compared to
the estimated market value based upon assumptions abowt deimnand and market conditions. If
actual market conditions are less favorable than thogecped by management, additional inventory
write-downs may be required in the future. Write-downgeéntory are reported as a component of
cost of revenue in the relevant period.

Long-Lived Asset Impairment

In accordance with the provisions of SFAS No. 144, Syatteassesses the impairment of long-lived
assets such as property, plant and equipment whenevds @rechanges in circumstances indicate
that their carrying value may not be recoverable. dfadhat could trigger an impairment review
include, among others:

* asignificant change in the extent or manner in whildng-lived asset is being used;

* a significant change in the business climate that cou&ttathe value of a long-lived asset;
and

» asignificant decrease in the market value of assets.
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If Synthetech determines that the carrying value ofjined assets may not be recoverable, based
upon the existence of one or more indicators of impaitmee compare the carrying value of the
asset group to the undiscounted cash flows expected tgerherated by the asset group. If the
carrying value exceeds the undiscounted cash flows, werewrd an impairment charge. We
recognize an impairment charge to the extent thatdahginog amount of the asset group exceeds its
fair value and will reduce only the carrying amount of trtlived assets.

Revenue Recognition
Synthetech recognizes revenue, including shipping and hariarges billed to customers, when the
following criteria are met:

» persuasive evidence of an arrangement exists;

» delivery has occurred or services have been rendered;

* Synthetech’s price to our customer is fixed or determinaiie
» collectability is reasonably assured.

Shipping and handling costs are classified as part of cosewanue. Synthetech analyzes its
agreements to determine whether elements can be sepanatestcounted for individually or as a
single unit of accounting in accordance with EITF No. 00*Revenue Arrangements with Multiple

Deliverables,” and SAB 104, “Revenue Recognition.” Allomatof revenue to individual elements
which would qualify for separate accounting is based orethenated fair value of the respective
elements.
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INDUSTRY FACTORS

Market Factors

The market for Synthetech’s products is driven by the mddeethe drugs into which they are
incorporated. The drug development process is dictated hyahieetplace, drug companies and the
regulatory environment. Synthetech has no control theepace of these drug development efforts,
which drugs get selected for clinical trials, which drugsapproved by the FDA or, even if approved,
the ultimate market potential of the drugs.

The three stages of the drug development process inclube(&&discovery stage), clinical trial stage
and marketed drug stage. Synthetech’s customers can spansdrgsearching and developing new
drugs, and take only a small percentage to clinical teats fewer yet to commercial market. A
substantial amount of activity continues to occur attmdier stages of R&D and clinical trials.

Recurring sales of our products for development prograensarmittent. Once Synthetech ships an
order to a customer for clinical trial studies, th&treder may not be placed for one to two years later
as a result of waiting for results from these ongoingliss. Because of the inherent risk associated
with drug development programs, there is a significantiiked that there will be no “follow-on”
sales for any particular drug development program. Accgldirthe level and timing of customer
orders relating to specific drug development programs vdostaatially from period to period and we
cannot rely on any one customer as a constant souregesfue.

The size of customer orders for marketed drugs can Istasiially larger than those for the discovery
or clinical trial stages. Sales of Synthetech’s prodfatsnarketed drugs may provide an opportunity
for continuing, longer-term sales. While not subject te same high cancellation rates faced by
discovery and clinical trial-stage drug development progréamesdemand for approved drugs remains
subject to many uncertainties, including price, side effaci$ the existence of competing drugs.
These factors, which are outside of Synthetech’s corafi@ct the level of demand for the drug itself
and, therefore, the demand for Synthetech’s product®, Atglustry cost pressures can cause
pharmaceutical companies to explore and ultimately adégrnative manufacturing processes that
may not include Synthetech’s products as an intermedifiterecent years, the international fine

chemicals industry has been marked by overcapacity aadudting downward pressure on pricing.

Downward pressure on pricing remains persistent. To tiemtewe are able to enter into longer-term,
significant or large-scale orders with customers, we @xpereased competition to supply these
products.

Due to the foregoing industry factors, Synthetech cannedigr with reasonable certainty future
demand beyond its current order base, and existing orderbensybject to cancellation or delay by
customers. Until there is stable demand for our produatsame likely to continue to experience
significant fluctuations in our periodic results.

Production Factors

Synthetech has a full cycle “grams to tons” productiapability and has made over 500 products.
With over 20 years of experience, Synthetech has dewkleginsive process technology and is
recognized as one of the leaders in our area of expeitisvertheless, initial batches of new products
and scaling up production processes for existing products maif nessignificantly lower than
expected yields and extended processing time, and mayeegbstantial rework to meet the required
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customer specifications. These factors could causeased costs and delayed shipments, either of
which could negatively affect periodic operating results.
LIQUIDITY AND CAPITAL RESOURCES

Synthetech’s cash and cash equivalents totaled $3.1 natlidnne 30, 2009, compared to $588,000 at
March 31, 2009.

At June 30, 2009, Synthetech reported working capital of $7.@omiltompared to $5.9 million at
March 31, 2009. The $1.1 million increase in working capital batvwke two periods was primarily
the result of net income for the three month perib#9%9,000, non-cash charges for depreciation of
$137,000 and for stock based compensation of $12,000, partially bffsepayments of long-term
debt of $53,000 and capital expenditures of $15,000.

We generated cash in our operating activities of $2.7 miltiathe first three months of fiscal 2010,
compared to cash used in operating activities of $422,000 firghthree months of fiscal 2009.

In the first three months of fiscal 2010, net incomes®$9,000, adjusted for non-cash charges for
depreciation and stock-based compensation expense of $137,00012¢000, respectively,
contributed $1.1 million to cash provided by operating actaziti@ccounts receivable decreased $1.9
million to $795,000 at June 30, 2009, from $2.7 million at Marct2809, primarily due to the timing
and level of shipments between the two quarters. Iovgitcreased $126,000 to $5.2 million at June
30, 2009, from $5.0 million at March 31, 2009. Finished good invermareased $356,000 for the
quarter in response to customer orders and increases ititiggasf commonly sold items. Primarily
as a result of the amortization of insurance premiurdspaoperty taxes, prepaid expenses decreased
$99,000 to $239,000 at June 30, 2009, from $338,000 at March 31, 2009. Accoubks peyeased
$509,000 to $746,000 at June 30, 2009, from $1.3 million at March 31, 2009. dcompensation,
which is primarily composed of accrued employee incentiaesrued vacation pay and accrued
compensation increased $208,000 to $1.3 million at June 30, 2009, frormi#ilbO at March 31,
2009. Employee incentives approximating $700,000, which were earrisdadl 2009, were paid to
employees in July 2009. Other accrued liabilities decde®s@00 to $18,000 at June 30, 2009, from
$23,000 at March 31, 2009.

Cash used in investing activities for the first three therof fiscal 2010 was $15,000 compared to
336,000 in fiscal 2009. All these amounts relate to capi@mitures. Synthetech’s capital budget
for fiscal 2010 is $1.0 million and is intended to increasnufacturing and analytical capacity,
address opportunities for cost savings and replace agimgnegpt. As a result of the recent difficult
economic environment, Synthetech will closely managd aay defer certain of its capital
expenditures scheduled for fiscal 2010. Synthetech exfme@t®ance additional capital expenditures
from cash on hand, internal cash flow or debt financing.

Cash used in financing activities for the first three therof fiscal 2010 was $153,000, compared to
cash used in financing activities of $87,000 in the first timeaths of fiscal 2009. During the first
three months of fiscal 2010 Synthetech had scheduled debhtments of $153,000. During the first
three months of fiscal 2009 Synthetech borrowed $550,000 ptitsuariong-term promissory note
and had debt repayments of $637,000.

Cash and cash equivalents increased $2.5 million duringrgteéhfiee months of fiscal 2010, to $3.1
million at June 30, 2010, from $588,000 at March 31, 2009.
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The downturn in the economic environment and resultingcdifies in the credit markets have not
had a significant unfavorable impact on Synthetech’s busiaged resulting cash flows in the first
quarter of fiscal 2010 or during fiscal 2009. We have yetdalble to ascertain if the difficult
economic environment will have a significantly unfavorabigact on Synthetech’s fiscal 2010
operations and resulting cash flows.

As noted above, for the first quarter of fiscal 2010, pumary sources of cash included funds
generated from operations, we had no borrowings under our #8dhime of credit and term loans.
Currently, we do not anticipate a need to enter intotiaddi debt facilities, but may do so as needs
arise or to provide flexibility for working capital purposesrom time to time, we may explore
options to refinance our borrowings.

As noted above, as of June 30, 2010 we had $3.1 million bfaras cash equivalents, $795,000 of
accounts receivable, no outstanding borrowings underimairof credit, and our backlog was $4.6
million. Our line of credit facility matures in Septber 2010 and our term debt facilities mature in
fiscal 2012. Based on these items and other assesdmganemagement, we believe that our existing
cash and cash equivalents, anticipated availability uoderline of credit facility, and any funds
generated from operations will be sufficient to suppat @perations for the next twelve months.
However, any projections of future cash needs and casls #og subject to substantial uncertainty.
There can be no assurance that current cash and casalegubalances and any proceeds that may
be available under our line of credit facility or anynds generated from operations or from other
sources will be sufficient to satisfy our liquidity recuments.

Synthetech’s current lender is a finance company thaivescis liquidity and lending capacity from
bank borrowings. If, as a result of the recent difies in the credit markets or otherwise, our lender
is unable to borrow funds from its banks, then ountsttib borrow under our line of credit with the
lender or refinance our term debt with such lender iladenvould be impaired. In addition, we are
subject to a cash management system as part of out faetiiy arrangement pursuant to which a
significant portion of our cash flows to accounts cotetbby our lender. If the current economic
difficulties or other factors were to affect the tioned viability of our lender, our access to cash
subject to this system could be harmed. We currentiyMeeber lender will remain viable.

OFF-BALANCE SHEET ARRANGEMENTS

Synthetech does not have special purpose entities er atfhbalance sheet financing techniques that
we believe have or are reasonably likely to have aentior future material effect on our financial
condition, changes in financial condition, revenues x@eases, results of operations, liquidity or
capital resources. As of June 30, 2009, Synthetech hdsysmpagreements with its President and
Chief Executive Officer, Vice President of Finance akief Financial Officer and Director of
Operations. The agreements generally provide that anttion of the executive without "cause” (as
defined) or termination by the executive for "good reasas"defined) obligates us to pay certain
severance benefits specified in the agreement.
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Item 4T. Controls and Procedures

Synthetech maintains a system of disclosure conémadsprocedures designed to provide reasonable
assurance as to the reliability of our published finarstetements and other disclosures included in
our reports under the Securities Exchange Act of 1934actordance with Rule 13a-15(b) of the
Securities and Exchange Act of 1934, our management evaluatks,tha supervision and with the
participation of our principal executive officer and prpalifinancial officer, the effectiveness of the
design and operation of Synthetech’s disclosure cordralsprocedures (as defined in Rule 13a-15(e)
under the Securities and Exchange Act of 1934) as of ttheoethe period covered by this report.
Based upon that evaluation, our principal executive offaed the principal financial officer
concluded that Synthetech’s disclosure controls and guoes are effective in ensuring that
information required to be disclosed in our Exchange ramorts is (1) recorded, processed,
summarized and reported in a timely manner, and (2) aceateduland communicated to our
management, including our chief executive officer and dimehcial officer, as appropriate to allow
timely decisions regarding required disclosure.

There has been no change in our internal controlfinencial reporting during the first quarter ended
June 30, 2009 that has materially affected or is reasonikbly to materially affect our internal
control over financial reporting.

Synthetech’s principal executive officer and principal finana#icer do not expect that our
disclosure controls and internal controls will prevaiherrors and all fraud. Although our disclosure
controls and procedures were designed to provide reasorssbla@ace of achieving their objectives
and our principal executive officer and principal finanodficer have determined that they are
effective in doing so, a control system, no matter el conceived and operated, can provide only
reasonable, not absolute, assurance that the objeofitles system are met. Further, the design of a
control system must reflect the fact that thererasmurce constraints, and the benefits of controls
must be considered relative to their costs. Becauigeahherent limitations in all control systems,
no evaluation of controls can provide absolute assurtiiateall control issues and instances of fraud,
if any, within Synthetech have been detected. Theseeanhdmitations include the realities that
judgments in decision-making can be faulty, and thatkbil@ans can occur because of simple
mistakes or errors. Additionally, controls can blewmnvented by the individual acts of some persons,
by collusion of two or more people, or by managementraeof the control. The design of any
system of controls also is based partly on certainnagBons about the likelihood of future events,
and there can be no assurance that any design will suatexchieving its stated goals under all
potential future conditions.
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PART Il. OTHER INFORMATION

Iltem 1A. Risk Factors

In addition to other information set forth in this reporou should carefully consider the factors
discussed in Part 1, Item 1A Risk Factors in our AnnugloReon Form 10-K for the year ended
March 31, 2009, which could materially affect our businesantial condition or future results. The
risks described in our Annual Report on Form 10-K are netdhly risks facing Synthetech.
Additional risks and uncertainties not currently known us or that we currently deem to be
immaterial also may adversely affect our businessnéiah condition and operating results.

Iltem 6. Exhibits

(@)  Exhibits.
Exhibit 3.1

Exhibit 3.2

Exhibit 4

Exhibit 31.1
Exhibit 31.2
Exhibit 32.1
Exhibit 32.2

Articles of Incorporation of Synthetech, aseaded (incorporated by
reference to the exhibits filed with Synthetech’s AnriR@port on Form
10-K for the fiscal year ended March 31, 1991).

Bylaws of Synthetech, as amended (incorporatedefgyence to the
exhibits filed with Synthetech’s Annual Report on Form 10eK the
fiscal year ended March 31, 2005).

Amended and Restated Rights Agreement, (incogubiat reference to
Synthetech’s Current Report on Form 8-K dated July 31, 2008).
Rule 13a-14(a) Certification of Chief Executivéicef.

Rule 13a-14(a) Certification of Chief Financiali€aif.

Section 1350 Certification of Chief Executive Office

Section 1350 Certification of Chief Financial &dfi
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SIGNATURES

Pursuant to the requirements of the Securities ExchaAngef 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigma@unto duly authorized.

SYNTHETECH, INC.
(Registrant)

Date: August 7, 2009 Bys/ Gregory R. Hahn
Gregory R. Hahn
President and Chief Executive Officer

Date: August 7, 2009 Bys/ Gary A. Weber
Gary A. Weber
Vice President Finance and
Chief Financial Officer
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EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302(a)
OF THE SARBANES-OXLEY ACT OF 2002

I, Gregory R. Hahn, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q aftBgtech, Inc.;

Based on my knowledge, this report does not contain anyeustaitement of a material fact or omit to
state a material fact necessary to make the statemewls, in light of the circumstances under which
such statements were made, not misleading with regp#u period covered by this report;

Based on my knowledge, the financial statements, andfotaecial information included in this
report, fairly present in all material respects thericial condition, results of operations and cash flows
of the registrant as of, and for, the periods preskntéis report;

The registrant's other certifying officer and | ampomsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rule$5(8aand 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Ade®R13a-15(f) and 15d-15(f)) for the
registrant and we have:

a) Designed such disclosure controls and procedures or caugedisclosure controls and
procedures to be designed under our supervision, to ensureatieaiaiinformation relating to the
registrant, including its consolidated subsidiariemasle known to us by others within those entities,
particularly during the period in which this report is beingpaired,;

b) Designed such internal control over financial reportorgcaused such internal control over
financial reporting to be designed under our supervision, togaoeasonable assurance regarding the
reliability of financial reporting and the preparation iobhcial statements for external purposes in
accordance with generally accepted accounting principles;

C) Evaluated the effectiveness of the registrant's disoéocontrols and procedures and presented
in this report our conclusions about the effectivenesseodligtlosure controls and procedures, as of the
end of the period covered by this report based on suchegial; and

d) Disclosed in this report any change in the regisgamternal control over financial reporting
that occurred during the registrant's most recent fepgaiter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materialgcest, or is reasonably likely to materially affebt
registrant's internal control over financial reportingj an

The registrant's other certifying officer and | haveldsed, based on our most recent evaluation of
internal controls over financial reporting, to the regists auditors and the audit committee of the
registrant's board of directors (or persons performin@dtjugvalent function):

a) All significant deficiencies and material weaknesseabéndesign or operation of internal
control over financial reporting which are reasonably likelpdversely affect the registrant's ability to
record, process, summarize and report financial infoomaand

b) Any fraud, whether or not material, that involves mameege or other employees who have a
significant role in the registrant's internal controlsrdugancial reporting.

Date: August 7, 2009 By:__/s/ Gregory R. Hahn

Title: President and Chief Executive Officer



EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302(a)
OF THE SARBANES-OXLEY ACT OF 2002

I, Gary A. Weber, certify that:

1.

2.

| have reviewed this quarterly report on Form 10-Q attisstech, Inc.;

Based on my knowledge, this report does not contain anyeustaitement of a material fact or omit to
state a material fact necessary to make the statemewls, in light of the circumstances under which
such statements were made, not misleading with regp#u period covered by this report;

Based on my knowledge, the financial statements, andfotaecial information included in this
report, fairly present in all material respects thericial condition, results of operations and cash flows
of the registrant as of, and for, the periods preskntéis report;

The registrant's other certifying officer and | ampomsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rule$5(8aand 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Ade®R13a-15(f) and 15d-15(f)) for the
registrant and we have:

a) Designed such disclosure controls and procedures or caugedisclosure controls and
procedures to be designed under our supervision, to ensureatieaiaiinformation relating to the
registrant, including its consolidated subsidiariemasie known to us by others within those entities,
particularly during the period in which this report is beingpaired,;

b) Designed such internal control over financial reportorgcaused such internal control over
financial reporting to be designed under our supervision, togaoeasonable assurance regarding the
reliability of financial reporting and the preparation iobhcial statements for external purposes in
accordance with generally accepted accounting principles;

C) Evaluated the effectiveness of the registrant's disoéocontrols and procedures and presented
in this report our conclusions about the effectivenesseodligtlosure controls and procedures, as of the
end of the period covered by this report based on suchagial; and

d) Disclosed in this report any change in the regisgamternal control over financial reporting
that occurred during the registrant's most recent fepgaiter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materialgcest, or is reasonably likely to materially affebt

registrant's internal control over financial reportingj an

The registrant's other certifying officer and | haveldsed, based on our most recent evaluation of
internal controls over financial reporting, to the regists auditors and the audit committee of the
registrant's board of directors (or persons performin@dtjugvalent function):

a) All significant deficiencies and matemadaknesses in the design or operation of internal
control over financial reporting which are reasonably likelpdversely affect the registrant's ability to
record, process, summarize and report financial infoomaand

b) Any fraud, whether or not material, that involves mameege or other employees who have a
significant role in the registrant's internal controlsrdugancial reporting.

Date: August 7, 2009 By: /sl Gary A. Weber

Title: Vice President Finance and Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Synthetech, Inc. (tloanjgainy”) on Form 10-Q for the quarter
ended June 30, 2009 as filed with the Securities and Exchange Commissiondate thereof (the "Form
10-Q"), I, Gregory R. Hahn, Chief Executive Officer of the Company, cepifssuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act di&002, t

1. The Form 10-Q fully complies with the requirements of Section D8(8)(d) of the Securities
Exchange Act of 1934 (15 U.S.C. 78m or 780(d)); and

2. The information contained in the Form 10-Q fairly presents, inakmal respects, the financial
condition and results of operations of the Company.

/s/ Gregory R. Hahn

Gregory R. Hahn

President and Chief Executive Officer
August 7, 2009




EXHIBIT 32.2

CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Synthetech, Inc. (tloanfgainy”) on Form 10-Q for the quarter
ended June 30, 2009 as filed with the Securities and Exchange Commissiodate tiereof (the "Form
10-Q"), I, Gary A. Weber, Chief Financial Officer of the Company, certify,yamsto 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Form 10-Q fully complies with the requirements of Section D8(8)(d) of the Securities
Exchange Act of 1934 (15 U.S.C. 78m or 780(d)); and

2. The information contained in the Form 10-Q fairly presents, inakmal respects, the financial
condition and results of operations of the Company.

/sl Gary A. Weber

Gary A. Weber

Vice President Finance and
Chief Financial Officer
August 7, 2009
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